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update:

Lloyd’s syndicates

trade financial results

LONDON—Copies of the confidential re-
sults of 92 individual syndicates at Lloyd’s
of London are circulating in the market,
raising an uproar by breaking the time-
honored tradition of keeping individual re-
sults secret.

Members of syndicates, the only people
privy to an individual syndicate’s results,
Continued on next page

ommunications Inc, All rights reserved.

Keene jackpot: $300 million in coverage

By RHONDA L. RUNDLE

NEW YOREK—The triple trigger theory preelaimed by the
District of Columbia Court ¢f Appeals to decide insurance
coverage for asoestos claims is the best of all nossible worlds
for product manufacturers.

The ccurt rulec Oct. 1 that Xeene Corp. may tap the limits
of any single L:ability policy cavering its preducts over the
entire period keginning with z clsimant’s initial exposurs
through diagnosis of an asbestos-related disease (BI, Oct. 13).

The court dezlined tc choose between manifestation and
exposure, the two competing theories of liability that other
courts have considered, Inhalation exposure. exposure in resi-
dence and manifestation all trigger coverage, it ruled.

The insurance indusiry has tried tc couch this issue in
terms of exposure versus manifestation, noted Jerold
Oshinsky, one af Keene’s attorneys. “We have always held
that there is another alternative that is more favorable to in-
sureds.”

The decision makes more than $300 millior: in known lia-
bility insurance available to Keene, which may pick and
choose which policies to assign to each-of more than 10,009
pending claims {see chart).

Once coverage is triggered and Keene assigns the claim to 3
specific policy, the insurer must payv defense and loss costs up
to policy limits. Tnere can be 2o proration for periods during
which Keene did not buy or cannot prove coverage.

“Peaple srour.d here are calling this ‘one small step for jus-
tice and one large step for Keenekind!" quipped Charles A.
Foster, Keene’s director of risk mansgement.

But the next step might be ditficult.

“We've had ro indication since the.decision came through
how insurers will respond,” Mr. Foster said. “One problem
we've had zll along is getting good information from them.”

Although the appellate court's decision meaximizes insur-
ance coverage available to Keene, the process of deciding
which policy o assign tc any ind:vidual cla:m will be an ad-
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rninistrative puzzle.

“We've been thinking about it.” said Mr. Foster, who ac-
knowledged that computerization would probably be re-
guired.

“Even befcre the court ruled, we had begun talking about
claims administration with Infomatics, a software and hard-

ware firm in Maryland,” he said.

Under the exposure theory, Keene's liability for many
claims would fall into the years before 1962, when its insur-
ance policies are missing or in dispute. Through an acquisi-
tion, Keene inherited the exposures but not the proof of all

Continued on page 47

o matter what the language, the words are still “risk management.”
Something can be lost in translating the concepts into another lan-
guage and in the application in different countries—as in different com-
panies for that matter—but only in response to the different demands put
upon the practitioners.

This was apparent to the 500 risk management experts gathered at
Loew’s Monte Carlo Hotel in Monte Carlo, Monaco, Oct. 12-14 for the first
International Risk Management Conference.

“Risk management knows no international boundaries,” declared Risk
& Insurance Management Society President Robert James, opening the
conference. “This meeting and program are proof of that,” he said, glane-
ing up at the interpreters who translated his remarks into French and
German, their voices carried by radio transmission to small transitor
radio-looking boxes with earphones.

Two days later, the non-French speaking listened to translators for the
closing remarks of Francois Jaeger, president of Assn. Europeenne des
Assures de L'Industrie, the umbrella group of risk management organiza-
tions in Europe. “Considering the problems of our jobs and the insurance
market, isolation would make our jobs extremely difficult,” he said. But,
the two associations brought risk managers from around the world to-
gether to exchange knowledge and friendship,

They gathered in general sessions and mini-seminars, at evening cock-
tail receptions and in four-star restaurants, and around the rooftop pool in
view of the Monacan mountains sloping into the Mediterranean Sea. Some,
with a penchant for risk off the job, hit the casinos.

As at many international gatherings, however, the Americans appeared
to dominate. For the most part, the American speakers were very careful
not to preach as though they had the corner on risk management. But
Eckart Russell, risk manager for Alcan Aluminum Ltd. in Montreal, spoke
candidly at the mini-seminar on captive insurers when asked why mostly
American companies use captives.

Continued on page 33
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Syndicates’ results detailed

Continued from preceding page

have swapped information and compiled charts to compare the un-
derwriting profits and losses of the syndicates for the just-closed
1977 year.

The charts, delivered only to the members who participated in the
project, do not name the individual syndicates, although two large
and profitable syndicates confirmed their numbers.

Ian Posgate, for example, confirmed that his syndicate made a
total profit of 12.92 million pounds ($23.9 million) on premium in-
come of 34.02 million pounds, reinsurance underwritten for 13.83
million pounds and reinsurance purchased for 19.82 million pounds.

Similarly, Stephen Merrett didn’t deny his syndicate was the one

listed with premium income of 28.89 million pounds and total profit.

of 12.17 million pounds ($22.5 million):

The chart, however, shows large spreads in underwriting results
for the other 90 syndicates analyzed out of the 423 at Lloyd’s.

The members compiling the data, calling themselves the Assn, of
Members of Lloyd’s, hope to expand the information next year. -

“U.S. replies in Carnation case

WASHINGTON—The federal government’s argument against a
Supreme Court review of court decisions on Carnation Co.’s use of
its captive insurer denies that the previous decisions “limit the use
of insurance subsidiaries, affiliated insurance companies and for-
eign reinsurance arrangements.”

In its Oct. 8 response to Carnation’s request for review, the gov-
ernment said the decisions “in no way limit the use of foreign rein-
surance arrangements or the establishment of closely held insur-
ance affiliates, as long as the requisite elements of risk shifting and
risk distribution are present.” It also cites Revenue Ruling 78-338,
which recognizes group-owned captives as insurers, and Revenue
Ruling 80-120, which recognizes insurance payments to a group-
owned medical malpractice insurer.

The U.S. Tax Court and the 9th Circuit Court of Appeals have
ruled against: Carnation in its fight against the Internal Revenue
Service’s position that dealings with its captive insurer did not con-
stitute insurance for tax purposes (BI, March 16).

The “insurance” on Carnation's U.S. property, provided by Car-
nation’s wholly owned captive insurer by reinsurance of a licensed
insurer, was really self-insurance because there was no risk shifting
and risk distribution, the government contends.

There was no risk shifting because the ultimate risk of loss was
borne by the parent company, Carnation, which promised to further
capitalize the captive if needed to cover a claim under the reinsur-
ance contract, the government argues. There was no risk distribu-
tion because the risks were all those of Carnation property.

The Supreme Court could decide whether to review the case
within the next six weeks.

Divestment clause drafted

LONDON—Lloyd’s of London has finished drafting the divest-
ment clause to its self-regulation.bill, which will force brokers and
their close relatives to stop managing underwriting agencies.

than we thought they would and is very strict indeed,” said Ian
Posgate, director of Alexander Howden (Underwriting) Litd.

If the clause passes, brokers will not be able to own or be asso-
ciated with managing agents five years after enactment.

Insurer has to pay strike claims

NEW YORK—A federal judge has dismissed Birmingham Fire
Insurance Co.'s suit to escape paying claims on a $3 million strike
insurance policy purchased by a medical laboratory for losses in-
curred by the air traffic controllers’ labor dispute.

Birmingham, an American International Group Inc. subsidiary,
claimed it did not have to pay claims because the air traffic control-
lers’ strike ended when President Reagan dismissed the strikers two
days after tHey-walked off their jobs (BI, Sept. 7).

Metpath Inc. of Teterboro, N.J. contended it was covered because
it paid the full $340,000 premium..The policy specifically covers
extra expenses occurred during any strike or slowdown.

lllinois exchange progresses

~ CHICAGO—The Illinois Insurance Exchange will have the $4
million in capitalization required to operate by Nov. 15, but an
opening date for the exchange still has not been set.

An application for a certificate to operate will be made through
the state Insurance Department no later than the middle of No-
vember. Risk taking.could begin as soon as the application is ap-
proved.
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Hyatt subcontractors trade
blame for design changes

By DAN RUCK

KANSAS CITY, Mo.—Several
companies involved in the con-
struction of the Kansas City Hyatt
Regency Hotel are charging other
suppliers with responsibility for
changirg the design of the sky-
bridges in the hotel’s lobby that
collapsed July 17, killing 113 peo-
ple.

Attorneys for Gillum-Colaco
Structural Engineering Consul-
tants Inc. of St. Louis said in a thick
stack of papers filed with the Jack-
son County. Circuit Court that
Havens S:eel Co. of Kansas City,
the stee! fabricator for the §40 mil-
lion hotel project, requested the de-
sign change.

Attorneys for Havens Steel said
in documents filed earlier that a
Gillum-Colaco official ordered the
engineering change during a tele-
phone conversation.

The dispute concerns the steel
rods that were used to hang the
120-foot-long walkways suspended
in the hotel’s multistoried lobby.

As originally designed, two of the
skybridges were to be supported by
a single set of 45-foot-long steel
rods. Shorter rods were used, how-
ever, and the second-floor walk-
way was-hung from steel beams
that supported the fourth-floor
walkway, both of which collapsed.

Statements concerning the

Big Mac war

ends with FG
out in front

By LEN STRAZEWSKI

CHICAGO—Financial Guardian
Inc. and Great American Insurance
Co., warking without the help of

McDonald's Corp., finished first in:

the sizzling: competition:for the

. fast-food franchise risks, according

to Business Insurance tallies.

The Kansas city-based bro-
kerage, which also underwrites as
well as sells the food franchise poli-
cies for Great American, won about
1,500 of the approximately 4,000
McDonald’s stores whose insurance
programs were up for renewal.

FG outsold. the corporation-
sponsored package sold by Marsh &
McLennan Inc. and the Insurance
Co. of North America and a-series
of other independent packages sold
by Frank B. Hall/Fireman’s Fund,
regional brokers/American Inter-
natioral Group, Corroon &
Black/Employers of Wausau and
Alexander & Alexander.

Food franchise experience was
the turning point in most Financial
Guardian sales, according to Presi-
dent Donald Weber. “We've been
in the fast-food franchise business
since the 1970s. We do Pizza Hut
and a variety of others,” he ex-
plained.

“When the competition started
getting intense, restaurant opera-
tors were getting four or five calls a
day from brokers selling various
programs. In many cases, they just
got fed up and chose us because we
had various other accounts and had
been selling food franchise cover-

Continued on page 48

errors &

omissions|

® Alexander Howden stock fell
to a low of 28 pence in 18974, not 28
pounds as reported in. the Oct. 19 BI
Ticker.

Lawmakers link coverage, codes
By STEVE SHERWOOD"

KANSAS CITY, Mo.—Can catastrophes like the fatal walkway
collapse at the Kansas City Hyatt Regency Hotel be prevented by
basing payment of insurance claims on the policyholders’ compli-
ance with building and fire codes?

A group of legislators has called a public hearing for 2 p.m. Nov. 1
at the Crown Center in Kansas City to address this and other issues
of insurance and public safety.

The Conference of Insurance Legislators, an association of:law-
makers from 38 states, is sponsoring the hearing. COIL is an educa-
tional organization started 12 years ago to ease the sharing of insur-
ance information among legislators.

The hearing is aimed at finding short- and long-term legislative
responses to events likes the collapse of the Hyatt'Regency walk-
ways and fatal fires at the MGM Grand Hotel in Las Vegas and the
Stouffer's Inn in Westchester County, N.Y., a COIL spokesman said.

Continued on page 48

hotel’s construction were filed with
the court in response to questions
prepared by attorneys representing
the victims, Damage claims totaling
more than $3 billion have been
sought in more than 120 lawsuits
filed in Jackson County Circuit
Court and U.S. District Court in
Xansas City.

Gillum-Colaco’s attorneys said
Havens Steel personnel requested
the change in the walkways’ design
because the steel fabricator
couldn’t manufacturer and erect

45-foot-long rods. Court papers
filed by Gillum-Colaco say that
Daniel Duncan, a hotel architect
and Gillum-Colaco’s on-site repre-
sentative, replied that he thought
the change would conform with the
original design, but that the Havens
proposal should be formally sub-
mitted to the hotel’s engineering
firm and architects.

Attorneys for the general con-
tractor in charge of hotel construc-
tion, Eldridge & Son Construction

Continued on page 48
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Hall to buy trucking firm
- to block Ryder’s plans

? By LEN STRAZEWSKI

MIAMI, Fla.—Stalked by a large transportation services company,
Frank B. Hall & Co. is relying on its acquisition of another trucking
eompany and antitrust laws for protection.

That's the way insurance and investment analysts assess the na-
tion’s third-largest insurance brokerage’s unexpected plan to acquire
all the outstanding shares of Jartran Inc., a Miami-based truck rental
company for a total investment of not more than $20 million.

Jartran is a direct competitor of Ryder System Inc., another Miami
transportation and truck rental company that late last month an-
nounced plans to acquire at least 15% of Hall's stock (BI, Sept. 28).

Although Ryder would not comment on potential takeover plans,
the company did note that it was planning to invest about $20 mil-
lion in non-capital-intensive businesses, especially financial service

firms.

Hall’s acquisition of Jartran may be enough to prevent further
Ryder stock purchases as the truck rental company runs into anti-
trust and Federal Trade Commission competition standards. The ac-
quisition, observers note, is also consistent with other changes Hall-
has made to frighten away unfriendly takeovers.

The brokerage recently changed its Employee Stock Option Plan
to call for immediate vesting if the firm's leadership changes—a

costly problem for outsiders.

“It appears that this is what Hall is after—protection from a Ryder

this is a good-business deal.”

"takeover,” notes industry analyst Leonard Wilson of First Manhat-
ten Corp. “The question for investment purposes is whether or not

Hall’s announcement of its plans for Jartran said the brokerage
was interested in reducing its effective tax rate by investing in. a

Continued on page 46
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Reagan to decide competition bills’ fate

. By JERRY GEISEL

WASHINGTON—The future of
pro-competition health insurance
legislation rests with the Reagan
administration.

The administration is expected to
-decide soon whether its strategy to
cool health care costs should in-
clude endorsing legislation that
would require employers to offer
several health insurance plans and
give employees tax incentives to
opt for less-expensive plans.

“If the administration won’t back
pro-competition, the issue may be
dead,” says one lobbyist for a hospi-
tal trade association. “But if the ad-
ministration -drops the other shoe
and supports the concept, it - will be
very much alive.”

The administration’s considera-
tion of the pro-competition ap-
proach shows how far the drive has
progressed to use the tax code to
sculpt health care decisions.

In just one year, the pro-competi-
tion approach has replaced national
health insurance legislation as the
dominant health care issue debated
in Washington.

In Congress, three major pro-
competition bills have been intro-
duced (see chart) with more legisla-
tion expected. Interest, or concern,
about the concept is so great that
some 75 different trade groups
came to testify when the House
Ways and Means Health subcom-
mittee held hearings earlier this
month on pro-competition legisla-
tion.

The interest in the legislation is
understandable..If pro-competition
legislation is enacted, employers,
insurers and employees all would
be buffeted by massive changes.

Employers would be hit with
tough new choices on the kind of
health insurance they should select
and saddled with the administra-
tive burdens multiple plans would
bring; insurers would be forced to
market new health insurance
plans; employees would have to

-Sen. Orrin Hatch
R-Utah
S. 139

Three different heaith insurance
plans must be offered; one must
provide hospital coverage with

- employee coinsurance of 25%.

Sen, David Durenberger
-R-Minn.
S. 433
Number of plans Three different health insurance
mandated -plans must be offered; one can be
.self-insured.
Participation Employers with at least 100
employees.
Catastrophic benefits Plans cover annual costs
exceeding $3,500.
‘Preventative benefits None mandated.
Extended benefits One month.
Benefit cap ‘Employees pay tax on employer
- contributions exceeding $125 per
month for family health insurance.
Rebates ‘Taxable rebates to employees who
opt for low-cost plans.
- Employer contributions Must be the same for all plans.
Effective date Jan. 1 following year of enactment.

Employers with at least 200
employees.

‘Plans cover annual costs

exceeding20% of family income.

‘Maternity care, childhood
immunizations, child vision and
hearing exams, hypertension and
cervical cancer screening.

Six months.

Employees pay tax on employer
contribution exceeding premium of
most costly plan, in which at least
10% of employees are enrolled.

‘Tax-free rebates to employees

who opt for low-cost plans.

. Must be the same for all plans.

Jan. 1, 1984,

Competition health insurance bills

Rep. Richard Gephardt
.D-Mo.
‘HR. 850

No.number specified.

All employers.

Plans cover annual costs
exceeding $2,900.

Well-child care for children under

13, basic immunization, childhood
ear and eye exams.

Three months.
Employees pay taxes on employer

-contributions exceeding average

community premiums.

Tax-free rebates of up to $500 for
employees who opt for low-cost

- plans.

Must be the same for all plans.
Jan. 1, 1984,

choose the best health plan to serve
their needs.

+ Backers of pro-competition legis-
lation say the theory behind their
proposals-is simple: If employees
are given a choice of health insur-
ance plans and tax incentives to opt
for low-cost plans, insurers will

compete to offer better benefits
while employees, who will be pay-
ing more of the bills, will have a
greater stake in controlling health
care costs,

The legislation is a byproduct of
the unsuccessful drive in the late
1970s to impose federal controls on

Bill would make employers
share asbestos claims burden

‘By EILEEN NORRIS

" WASHINGTON—A bill that
would set up federal benefit stan-
dards for workers with asbestos-re-
lated diseases also would force em-
ployers to share the compensation
costs with manufacturers and the
government.

The proposed legislation is re-
ceiving mixed reaction, but most
sources privately admit the bill
Joesn’t stand much of a chance—
aspecially on the heels of the Black
Lung Act, which many employers
and insurers believe is a sham.

Those opposed to the bill, pro-
posed by Sen. Gary Hart, D-Colo.,
say: the legisla-
tion is a “trade-
off” that would
take the heat off
the asbestos
manufacturers
and put it onto
the back of the
employer.

Under S.B.
1643, the work-
ers compensa-
tion scheme es-
tablished would be the sole remedy

Sen. Hart

Asbestos firms lobby for relief

WASHINGTON—The Asbhestos Compensation Coalition is a lob-
bying front of nine manufacturers—each paying a $25,000 annual
fee and each seeking relief from preduct liability lawsuits.

Two years ago, when Sen, Gary Hart, D.-Colo,, first introduced an
asbestos health hazards compensation bill, manufacturers backing
the legislation called themselves the Asbestos Forum.

The first bill went through two ccmmittee hearings, but died from
lack of support, sources say.

The new coalition started up earlier this year, says spokeswoman
Esther Foer, to continue the efforts of the first group and to push
legislation “for this special occupational disease.*

Current members include Amatex, Radner, Pa,; Lac D’Amiante
Du Quebec, Canada; Celotex, Tampa, Fla; Eagle-Picher, Cincinnati:
Johns-Manville, Denver; Pittsburgh Corning, Pittsburgh; Raybestos,
New York; Rock Wool Manufacturing, Leeds, Ala; and UNR Indus-
tries, Chicago.

Critics of the proposed legislation say the bill is a “bail out” for the
asbestos industry, but the coalition would refute that accusation to
the hilt, Ms. Foer said.

Continued on page 43

for disabled workers seeking com-
pensation for injuries from asbestos
—a fiber that about 9 million work-
ers have been exposed to since

" World War II.

The legislation calls for a totally
disabled worker to receive a mini-
mum weekly benefit of two-thirds
of the average of his three highest
weekly pay periods from his last
five years on the job,

Sen. Hart’s bill also calls for fam-
ily members of the disabled as-
bestos worker to be eligible for
benefits, which would include
medical and rehabilitation benefits
for the exposed .worker and his
family.

Under the plan, a seven-member
commission of government, health,
labor and industury experts would
set up criteria for apportioning the
awards, which would be adminis-
tered under each state’s workers
compensation system.

Disabled workers currently can
file for benefits under a state’s
workers compensation system, but
state laws limit the filing time—a
problem for workers who develop
the disease anywhere from 15 to 40
years after exposure.

The strongest support for the bill,
which is similar to legislation intro-
duced by Sen. Hart last year, comes
from a group of nine ashestos man-
ufacturers that call themselves the
Asbestos Compensation Coalition
(see related story).

The coalition members are man-

Continued on page 43

hospital cost increases.

Faced with the prospect of fed-
eral controls, hospital trade groups
and their chief supporters in the
House—Richard Gephardt, D-Mo.,
and David Stockman, then a Re-
publican representative from
Michigan and now director of the

Office of Management and Budget
—argued that health care costs
would decrease only if the demand

for services was cooled.
Pro-competition advocates con-
tend that tax-free health insurance
benefits have fueled the tremen-
Continued on page 44

it doesn’t need.

released last week.

Lost premiums may cost
“PBGC millions: GAO

WASHINGTON—The federal government may be losing millions
of dollars in uncollected pension insurance premiums and wasting
millions by requiring employers to file pension reporting forms that

In 1977 alone, the Pension Benefit Guaranty Corp. may have
failed to collect-as much as $5.1 million in termination insurance
premiums, according to the General Accounting Office.

“The (PBGC’s) major problems are unreliable information for
identifying plans that do not pay premiums and:no system for assur-
ing that unpaid premiums are collected,” the GAO said in a report

The PBGC, which is required by -the Employee Retirement In-

- come Security Act to collect insurance premiums from employers

with pension plans to guarantee workers’ vested pension benefits,
says that the $5.1 million lost premium estimate istoo high.

While the PGBC doesn’t know exactly how much in premiums
hasn’t been collected, it says the amount is “insignificant.”

“GAQ based its premium findings on discrepancies in identifica-

tion numbers on various premiums and annual report filings,” said
PBGC Executive Director Robert Nagle. “We reject that as a gauge
on whether or not plans paid premiums.”

What looked like missing premiums were really premiums filed
and paid under other identification numbers, Mr. Nagle said. “We
are taking steps to reduce inconsistent identification numbers.”

The PBGC, which according to its most recent annual report col-
lected about $71 million in termination insurance premiums last
year, says its year-old computerized “statement of accounts” system
automatically keeps track of overdue premium payments and bills
employers for late payments, penalties and interest charges.

But the GAO isn’t convinced that the new computer system will
Buarantee that the PBGC will collect required premiums, which are
now $2.60 per plan participant per year. The GAO would like to see
collection turned over to the Internal Revenue Service.

The GAO also found sloppy record keeping at the Labor Depart-
ment. For example, during the first three months of 1980 and the
first five months of 1981, the Labor Department could not find 21%
of the summary plan descriptions requested by the public. An SPD,
which employers are required to file with the department every five

Continued on page 45
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Burke moves benefit skills to Marmon
(  comings & goings: buyers )

Frank J. Burke, 31, former
manager of employee benefits for
Trans Union Corp., has been ap-
pointed employee benefits manager
for The Marmon
Group Inec. in
Chicago. He is
responsible for
the design and
coordination of
retirement and
group insurance g
programs for
Marmon's
operating com-
panies and head-
quarters person-
nel. Mr. Burke joined Trans Union
as a personnel recruiter in 1978 and
was promoted to corporate man-
ager of recruiting and to corporate
personnel manager in 1979. He was
named manager of employee bene-

Mr. Burke

fits in 1980. He earned a bachelor’s
degree in psychology in 1972 and a
master’s in counseling in 1976 from
Loras College of Dubuque, lowa.
He is a candidate for a master’s de-
gree in manage-
ment at North-
western Univer-
sity.
* ® %

Patrece E.
Bennett has
been appointed
manager of risk
management
services at the
National Air
Transportation
Assn. in Washington, D.C. In the

\ 2

Ms. Bennett

newly created position, Ms. Bennett
will develop a risk management
program through which the asso-
ciation will advise its air taxi, com-
muter airline and other member
companies on minimizing expo-
sures and protecting against finan-
cial losses.

Ms. Bennett previously worked
for brokers Rollins Burdick Hunter
Co. and Reed Stenhouse Cos. in San
Francisco. specializing in general
aviatior. and multinational insur-
ance risks. She is currently pursu-
ing a Chartered Property & Casu-
alty Underwriter designation. She
reports directly to National Air
Transportation Assn., President
Lawrence Burian.

Robert E. Hancox has been
elected a vp of INA Services Co., a
subsidiary of INA Corp., which
provides administrative support
services to Insurance Combdany of
North America operating units. He
is responsible for personnel ser-
vices, including the management of
benefit claims processing and em-
ployee records. Before joining INA,
Mr. Hancox, 38, was regional per-
sonnel director at State Farm In-
surance Co. in Wayne, N.J. He was
formerly an associate professor of
business at Fordham and Seton
Hall universities. He received a
bachelor’s degree from Lycoming
College, a master’s in business ad-
ministration from Fairleigh Dick-
inson University and a doctorate
from Pace University. He will re-
port to Ernest S. Auerbach, senior
vp at INA Services Co.

John L. Bonini has been pro-
moted to corporate property/casu-
alty insurance manager at Square
D Co. in Palatine, Ill. Mr. Bonini
joined Square D
in 1972 as assis-
tant insurance
manager and has
served as man-
ager of property
insurance and
insurance ad-
ministration
since 1978. He is
a graduate of
North Park Col-
lege and is now
studying for a master’s of business
administration degree at Keller
Graduate School of Management in
Chicago. He will report to Gary
Cubbison, corporate risk and insur-
ance manager. =

.x‘
Mr. Bonini

At last that option is yours. With CU Special
Risks you can buy a complete insurance and risk
management program or any of the parts as you

need them.

BUNDLE
OR NOT

BUNDLE?

ment, rehabilitation, loss statistics and analysis,
captive management/reinsurance, environmental
risk assessment or others, one, several, or all of
these resources are available to you on a national or

Increasingly, you are considering the use of
self-insurance in conjunction with excess protection
and risk management services, and know how frus-
trating it is to buy and pay for services you simply
do not require. That’s the way it used to be. But
not anymore.

With CU Special Risks, whether it’s transfer of
risk or the services of risk control, claim manage-

CU Special Risks

“Meeting the challenge of change.”

international basis. And provided by an impressive
group of professionals.

To bundle or not to bundle, that is your option
from CU Special Risks.
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For more information, have your agent or
broker contact us, or fill in this handy coupon and
mail it to us right away. We'll show you a bundle
of ways CU Special Risks can work for you.

i

|
l Name: I
I Street: '
I City: State: Zip: I
I Telephone: I

MAIL TO: CU Special Risks.

I One Heritage ch';e '
i S Yt I

L____—_________J

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

around
the states

Study group
on income
appointed

TALLAHASSEE, Fla.—Insur-
ance Commissioner Bill Gunter has
named an advisory committee tc
work with the National Assn. of In-
surance Commissioners to develop
improved strategy for regulators tc
deal with insurer investment in-
come.

Mr. Gunter, chairman of the
NAIC’s Task Force on Profitability
and Investment Income, recently
requested that 500 property/casu-
alty insurers operating in Floridz
supply investment income data.

“With investment earnings of
the nation's property/casualty in-
surance industry headed toward &
record $13 billion this year, it is es-
sential that state insurance regula-
tors have the actuarial and lega
knowledge they need to make cer
tain that policyholders across the
country are able to share in the
benefits of this unprecedented ac
crual of income,” Mr. Gunter ex
plained.

The advisory committee will b
headed by Richard J. Haayen, pres
ident of Allstate Insurance Co
Other members are: J. Rober
Hunter, president of the Nationa
Insurance Consumer Organization
Chesterfield Smith, former presi
dent of the American Bar Assn,
Dr. John Wilson, president of J W
Wilson & Associates, Washington
D.C.; Maurice R. Greenberg, presi
dent of American Internationa
Group Inc.; George Lehr, executivi
director of the Teamsters’ Centra
States Pension Funds; Stephen 1
Martin, vp for government rela
tions of The Hartford Insuranc
Group.

Job safety plans

WASHINGTON—The Depart
ment of Labor has certified Ari
zona’s job safety and health plan.,

The certification means that stat
legislation, regulations and proce
dures meet federal approval.

The plan now enters a final eval
uation stage, during which th
Labor Department will determine
on the basis of actual operation:
whether it adequately protects th
safety and health of the state’
workers.

A plan must be in effect for on
year before it can receive final fed
eral approval. None of the 17 state
whose plans have been certifie
has yet been granted final ap
proval.



Brokers

Premium Volume

Can you believe the change
in The Exchange?

It's been a remarkable eighteen months. The New York up—300% for the first nine months of 1981 over the
Insurance Exchange started out with big expectations nine months of operation in 1980.
—but we've grown at a rate far beyond anyone’s

The Exchange has grown into a vital, competitive
hopes or projections.

tool for agents and brokers. It's a real alternative for
international risk managers. And it offers an appealing

Our founding group was thirteen syndicates. potential for investment groups.

Now, the 25th syndicate has been accepted into The

Exchange. Combined syndicate capitalization is up 98% Avictintyou e helping all this to happen,
to over $120 million. Seventy-two broker members or merely watching, the change in The Exchange is
and associates—an increase of 67% —now funnel awonderful experience. It's exciting. It's rewarding.
business through our facility. Premium volume is also We're molding a whole new market for America!

INSURANC

For more information, contact: Donald E. Reutershan, President, New York Insurance Exchange
59 John Street, New York, N.Y. 10038 Telephone: (212) 791 0700







Maybe it’s not “Little House
on the Prairie.”

But at American Home and
National Union, our Inland
Marine Division writes so much
property coverage for so many
factories, warehouses and other
businesses that we feel very
much at home here.

We can protect you lock,
stock and barrel. Against any-
thing from basic fire, theft and
windstorm, to not-so-basic
earthquake, flood and collapse.

We'll even follow your ship-
ments on the road, protecting
them wherever they go until
they get where they’re going.

And we can write your pol-
Icy any way you want it.

As part of AIG, we’re also
willing to work with any
licensed insurance broker or
agent.

So get in touch with our
nearest branch office. They’ll
put you in touch with an under-
writer who specializes in the
exact coverage you need.

Or just send in the coupon.

Either way, you’ll find that
when it comes to insuring your
business, there’s no place like
American Home and National
Union.

For more information about Inland Marine Insurance, write: Bl 10-26

American Home and National Union

Dept. A, 70 Pine St., New York, N.Y. 10270.
Name/Title

Company.

Address

City State Zip
Telephone

Member Companies of American International Group.

The AlG Companies.

Let us take the risks.
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[ editorial opinions

Prevention is best cure

HE PROBLEMS of work-related diseases,

the pain inflicted on the workers and the
liability costs laid on the employer deserve se-
rious study and must be solved, but the latest
proposal, recommending that a new state so-
cial program be created to compensate disease
victims, boggles our senses.

John F. Burton, a professor of industrial re-
lations at Cornell University in Ithaca, N.Y,
tells us we need a Workers Disease Protection
Act to provide compensation for workers
stricken by disease—whether or not the dis-
ease is clearly work-related (see story, page
15).

He reasons that it is so difficult to draw the
line between work-related and non-work-re-
lated disease and to determine in multiple-
cause cases to what extent working conditions
contributed to the disease that we should com-
pensate every worker stricken by disease.

Guess who gets to fund this latest cradle-to-
grave social program? Employers, of course,
and perhaps employees, too.

Isn’t this beginning to sound a bit like an-
_other social program that is already out of con-
trol—namely Social Security? Just what we
need, Social Security IL.

Admittedly, it is difficult to determine
which diseases are work-related and which
ones are not. Many will fall on the border, in-
viting what Mr. Burton calls “basically arbi-
trary decisions about who is in and who is out
of the program.” And he appeals to our emo-
tions when he talks about “disassembling” the
man when one tries to apportion liability for
disease while the worker is suffering in pain
and unable to earn a living.

But, besides our tendency to resist adopting
programs designed to automatically compen-
sate people for injuries when those paying the
bills might not bear any fault, we see inherent
deterrents to good risk management in this
type of program.

If all employers must pay to such a fund to
compensate diseased workers, where’s the in-
centive for the employer to run a clean shop

and try to protect the workers from harmful
substances? It's far too idealistic to argue that
all employers would unite in safety efforts to
keep the cost of such a program low. There are
always those who would sacrifice safety for
immediate profits if the cost of injury, occupa-
tional or otherwise, would be shared by others.
Even among those morally committed to
clean, safe workplaces, the prospect of also
saving money with good safety practices is an
extra incentive.

We appreciate Mr. Burton’s study of the oc-
cupational disease problem that threatens to
dump an avalanche of claims on the workers
compensation system. It's a threat that’s too
often ignored. But let’s have more study on the
tough problems of how to prevent workplace
disease and identify and compensate fairly
when it occurs before we make the tiresome
mistake of deciding that publicly collected and
distributed money is the only cure.

Little incentive

AKE A HARD LOOK at the so-called

“competition” health insurance proposals
explained this week by Washington Editor
Jerry Geisel (see story, page 3).

If they strike you as an administrative
nightmare and destructive to the economies of
group health insurance plans as they do us, we
again urge you to lobby against them.

Quite a debate ensued when we spoke out
against the first “competition” bill more than a
year ago, but we remain convinced that nei-
ther lower prices from more competition nor
less use of the health care system by employ-
ees facing tax penalties for accepting fat health
insurance plans will compensate for the ineffi-
ciencies forced upon an employer stuck with
administering three health plans.

It’s time to remind the congressmen propos-
ing the bills that employers already have
enough of an incentive to try to control health
care costs: the cost they are paying to provide
this most prevalent employee benefit.

business insurance.
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J ( letters

Business Insurance welcomes letters from its readers. Please keep your com-
ments as brief as possible. We reserve the right to edit letters for clarity or space.
Please send your comments to Letters to the Editor, Business Insurance, 740 N.

Rush St., Chicago, Ill. 60611.

Insurers promote wellness

To the editor: “Cashing in on
wellness”(BI, Sept. 21) provides an
interesting and well-written sur-
vey of the positive experiences that
some major employers are enjoying
as they introduce preventive health
care programs to their employees
and their families.

We are dismayed, however, that
Business Insurance ignored the
overwhelming evidence that, were
it not for American insurance com-
panies, the wealth of information
about and demonstrated effective-
ness of preventive health care
would never have caught the pub-
lic and corporate imagination.

According to the article, the 300
insurance companies that comprise
and fund the Health Insurance
Assn. of America will urge their
group health customers to intro-
duce major disease prevention pro-
grams for their employees.

Insurance companies and, nota-
bly, Metropolitan, have pioneered
employee wellness programs and
provided the impetus to the activi-
ties of most other companies in this
area. In fact, five of the companies
mentioned in the article—New
York Telephone, General Motors,
IBM, Dow Chemical and Chase
Manhattan—have utilized Metro-
politan’s educational materials, its
packaged Health Awareness Pro-
gram or its consulting services as
part of their own programs.

Metropolitan has urged preven-
tive health care procedures upon its
employees, its public and :ts client
companies since 1871, when it
began a series of health and safety
messages in company periodicals
for distribution to employees and
policyholders. In 1898, Metropoli-
tan published the first of its series
of health books. Between 1909 and
1925, Metropolitan even established
a visiting nurse service for its poli-
eyholders, erected a sanatorium for
its employees suffering from tuber-
culosis, instituted annual medical
examinations for employees and
broadcast exercise classes to 2.5
million radio listeners in the New
York area.

Metropolitan’s tradition of health

education activities for employees
and policyholders has continued
unceasingly through the present. In
1979, Metropolitan formalized
many of its employee health activi-
ties into the Center for Health
Help, which conducts programs on
smoking cessation, breast examina-
tion, nutrition and high blood
pressure.

In January 1981, Metropolitan
began its Health Awareness Pro-
gram for employees nationwide.
This Health Awareness Program,
also adopted by several large Met-
ropolitan group customers, was re-
cently lauded in a U.8. Department
of Health and Human Services
newsletter for is adaptability to the
special needs of individual com-
panies. Besides providing educa-
tional materials, this program alsc
offers consulting services, a needs
and interest survey and an analysis
of the client’s claims data. |

Smaller firms with Metropolitary
group insurance also benefit fromt
the company’s expertise in health
education.

Client companies with as few as
two to 49 employees and as many as
50 to 200 employees can receive in-
dividually tailored health aware-
ness programs consisting of printed
materials, individual health hazard
appraisals and an onsite health
education coordinator. !

We would not like your readers
to imagine that insurance com-
panies have sat back in conserva-"
tism and watched other industries
progress before taking action in
health education programs. 1‘

Insurance companies have been
the innovators. Without them,
wellness/health awareness pro-
grams might never have become z
valuable tool in keeping dowr
health care costs in the Unitec
States, and in raising employee mo-
rale and productivity in the work-
place. {

Clarence E. Pearson

Assistant vE

Health and safety educatior:
divisior

Metropolitan Life Insurance Co,
New York

Indiscretion follows indiscretion

To the editor: Regarding the let-
ter to the editor in your Sept. 21
issue, I agree that the municipal
risk manager's comments (B, Aug.
3) were quite indiscreet. However, 1
don't think Robert Bieber is really
deserving of a public reprimand
via the news media.

Also, the criticism of RIMS via
Business Insurance is an indiscre-

tion in itself. That particular issue
should have been addressed to Ror
Judd, executive director of RIMS
and the executive committee o:
RIMS. .
So, here we are, one indiscretior
after another. I'd better stop before
1 commit one.
A corporate risk manages
(Name withheld upon request

Risk Retention coverage lauded

To the editor. Your well-written
editorial, “A long battle won,”
about the passage of the Risk Re-
tention Act is right when it says
“it's about time.”

While it goes without saying,
your coverage of this critical insur-
ance issue has been outstanding.
Not only did you increase aware-
ness on the part of risk managers as
to the potential benefits of this leg-
islation, but you also spoke in-
directly to another important group
in the process, the Washington in-
surance lobby.

As your editorial exhorts, we
fully intend to proceed full speed
ahead with action to prompt fed-
eral tort reform. Keep in mind that
the Risk Retention Act will benefit
not only small manufacturers but
also small and medium-sized

wholesaler-distributors.

David P. Sloan:
Director o
congressional relation
National Assn. o
Wholesaler-Distributor
Washingtor

Agony and ecstas)

To the editor: I thoroughly en
joyed reading Roland Reuger’
“Confessions of a marine person
in the Sept. 14 issue of Business In
surance. [ want to congratulate Ma
Reuger for having expressed ou
agony and ecstasy with wit am
candor.

Walter D'Souz:
Chicag
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The shortest distance
between two ideas isn't
always a straight Iine.

A problem that seems to defy solution often yields to a flexible line of
thinking. At Johnson & Higgins we try to find a new approach by enriching
frames of reference. So we dig. We listen. We reorient. And, sometimes, by
deliberately pursuing a tangent, we find ourselves headed directly toward a
unique answer. An example: the J&H captive program for the National
Association of Mutual Savings Banks.

The NAMSB Risk Management Program: Implemented through an
industry insurance company managed by J&H, the program has attracted
tworthirds of the nation's mutual savings banks. The NAMSB captive
created an alternative vehicle for real estate investment protection when
traditional sources of coverage didn't measure up. For information on
association captives, write or call any J&H office.

- Johnson‘Higgins

The Private Insurance Broker.
Thinking in a different dimension.

2

RISK AND INSUR

ANCE MANAGEMENT SERVICES, EMPLOYEE BENEFIT AND ACTUARIAL CONSULTING THROUGHOUT THE WORLD.
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“Before I became president of AFIA the thing I
kept hearing was what an old-fashioned con-
servative company it is. And I, like just about
everyone else, took that in its negative context.

“Well, I've been on the job for almost a year
now and I can tell you I’ve learned to consider
that not as negative, but as extremely positive.

“I discovered that old-fashioned, in AFIAS
case, means a way of doing business 'm proud
to be a part of and, I believe, you should be
most comfortable doing business with.

“For example, old-fashioned, when applied
to AFIA, means experienced. Did you know
AFIA is the father of worldwide insurance in this
country? As the first American underwriter
specializing in international insurance, we began
underwriting American business risks overseas
in 1918. The benefit of that to you is simply this;
we were able to have first choice of the best
international insurance brains in the world to
work for AFIA protecting American business
interests around the world. That was true then
and it’s true today.

“Leading out of experience comes another
old-fashioned benefit of doing business with
AFIA. And that’s dependability. After all, you
don’t stay in business since 1918, particularly in
our business, being undependable. Nor do you
provide protection for more than 100,000
business firms around the world unless your
dependability is unquestioned. AFIAS is.

“Finally (for this advertisement, at least) is the
thing I like most about this conservative old-
fashioned company. Our knowledge. Do you
know, for example, that some of AFIA’ offices
provide information on port conditions for the
American Institute of Marine Underwriters? Or
that, when all else failed, AFIA was able to use
our local contacts in an extremely politically
sensitive North African situation to cut through

“onservative old insurance
we'll never change? riv o

the red tape and get a surveyor to inspect the
fire damage to a shipment of barley. By cutting
through the massive political red tape we cut
through years of litigation for our insured.

“If there’s a company writing worldwide
insurance that knows more about local laws,
regulations, customs, idiosyncracies and actual
ways of doing business in more countries
around the world than AFIA, [ have yet to meet
it or work for it.

“Now, in addition to experience, dependabil-
ity and knowledge, some of the old-fashioned
ways of doing business I discovered at AFIA
and value highly and won’t change, I'd like to
make you aware of a few more ways of doing
business I value equally and found at AFIA as
well. They are aggressiveness, eagerness and
competitiveness. :

“I discovered young thinking at today’s AFIA,
to go along with our old values. We're willing,
and eager, to talk to you and quote insurance in
markets you probably wouldn't have even con-
sidered AFIA for a few short years ago. Today,
AFIA is active in and aggressively pursuing
energy-related risks, casualty risks, marine cargo
risks and global insurance, to name but a few.

“In short, what I'm saying is there’s a new
AFIA in the kind of business we’re willing to do.
And the good old AFIA in the way we do it.

“I believe that makes AFIA the kind of com-
pany you should be doing business with.”

AFIA

The older we get
the younger we think.

AFIA Worldwide Insurance, 110 William Street, New York, NY 10038
Atlanta, Boston, Chicago, Cleveland, Dallas, Houston, Los Angeles,
Minneapolis, Miami, San Francisco, Seattle, Washington, D.C.
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The ,
Employee Benefit

Communications
Handbook

At last, here is an informative handbook for making:
benefit communications more effective!

Successful step-by-step techniques are revealed to
increase employee interest, understanding, appreciation.and *
prudent use of benefits.

Written by award-winnirg creative director Dennis
Hommel. this concise manuel tells how to evaluate available
media, salect a communications consultant, plan an effective
creative strategy, determine :rue costs and execute mes-
sages dynamically!

It also gives tips on how to gain management approval
for an orgoing communications budget, and much more.

Truly a valuable guide for any Benefit Manager.

$20.00, P&H and salesax included. 30 day money back:
guarantee. D&B rated firms may send P.O., others must
include payment. No CODs!

UPG Publications Divisian, Dept. 19B, Box 700, Redwood City, CA 94064, 7

Townsend to acquire
Oakley Vaughan & Co.

By STACY SHAPIRO

LONDON—Oakley Vaughan &
Co. Ltd. is being sold to John
Townsend & Co. (Holdings) Ltd.,
another Lloyd’s broker.

Townsend will acquire all of
Oakley Vaughan's capital, plus 75%
of its underwriting agency busi-
ness, according to London sources.
Oaklew Vaughan’'s chairman,
Charles St. George, will remain
chairman of the underwriting com-
pany.

The two companies appear com-
patible, with Townsend having 10
years of strictly marine under-
writing business and Oakley
Vaughan spreading into non-ma-

* rine, aviation and bloodstock insur-

ance.
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Allstate Reinsurance

Allstate Insurance Company
Northbrook, Illinois, U.S.A.

Allstate Reinsurance Co. (U.K.) Limited
London, England

Altstadt Reinsurance
Altstadt Versicherungs A.G.
Zug, Switzerland

cinl strength and capacity
Prodessionaliam
Market continuity
Financial strength and capacity
Professtonalism
Market continunty
Financial strength and capacity
Professionalism
Iarket connnuity

b and capacity Market Financial seength and capacity

state Reinsurance.

Alistate’

A lstate Insurance Compzny, Northbrook, IL.

( london line )

The QOakley Vaughan sale comes
only three weeks after three of its
directors were banned from doing
business at Lloyd's for two years.
Barrymore Bowen, an aviation un-
derwriter, Michael Whitelock and
James St. George—Charles St.
George's son—have also been
barred from holding any executive
positions at a Lloyd's affiliate for
five years. The three are still em-
ployed at Oakley Vaughan.

Disciplinary proceedings will
also take place soon against &
fourth man, George Mountain, whc
worked for Oakley Vaughan anc
now works for the Christopher

Moran Group (BI, Oct: 5).

Bowring changes

Marsh & McLennan Cos. Inc. i
taking inventory of C.T. Bowring
Co. Ltd. and making some changes.

First, M&M put Bowring's fi-
nance house, Bowmaker, up for
sale. Now the U.S. broker is offer-
ing to purchase the remainder o
Winchester Bowring, a reinsurance
brokerage.

M&M, through its purchase o
C.T. Bowring last year, alreadj
owns 40% of Winchester Bowring.

M&M is offering about 1.0:
shares of its stock for every nine
existing shares of Wincheste:
Bowring at a rate of 19 pounds pe:
M&M share. A maximum o
154,159 M&M shares are being of
fered, making the sale price abou
$3 million pounds.

“After careful consideration botk
the independent directors and thei:
financial advisers believe that the
terms of the offer are fair and rea
sonable and the independent direc
tors unanimously recommend ac
ceptance,” said A.G. Winchester
chairman of the reinsurance bro
kerage.

The two actions by M&M con
firm its policy of keeping Bowrin,
strictly an insurance operation
M&M has already sold Bowring’
merchant bank, Singer Fried
lander, and Bowring’s steamshi]
company.

Hogg Robinson

Timothy Royle, the managin
director of Hogg Robinson Grou
Ltd., has abruptly left the compan;
after 25 years because of a differ
ence in management philosoph
with the other directors.

“These things happen,” said Johi
Hogg, Hogg Robinson’s deput;
chairman. “There was a differenc
of opinion between the grou
directors and one particular direc
tor.” Mr. Hogg wouldn’t say wha
those differences were.

Mr. Royle, who has been manag
ing director for 18 months, was un
available for comment.

N.J. Insurance Womer
to sponsor program

SADDLE BROOK, N.J.—“Risl
Management. . .Why?" will be th
theme of the Insurance Women ¢
Northern New Jersey’s State Edu
cation Day program on Nov. 14,

Representatives of the legal, ris
management and insuranc
agency/brokerage fields will di
cuss the question. In addition, se:
sions will be held on time managg
ment and the federal Flood Insul
ance Program.

The fee for the program and lur
cheon, to be held at the Sadd]
Brook Holiday Inn, is $25. For ir
formation contact Debbie Philiber
520 Palmer Ave., Maywood, N..
07607; 201-635-1700.
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- YOURCOSTS.

Now more than ever,

Blue Cross and Blue Shield
Plans can help you hold
down your health care
costs everywhere you have
a plant or office.

Employee health care benefit
costs are tough to control. But
Blue Cross and Blue Shield Plans
are uniguely equipped to help you
hold down the rising cost of these
benefits (which make up 90 to
95% of your health care dollar).

We can do it because we
have cost containment programs
to curtail your benefit costs wher-
ever you have a plant or office.

Other carriers may talk
generally about cost containment,
but Blue Cross and Blue Shield
Plans can demonstrate just what

they do wherever your company
operates. You see, we keep a
computerized profile of each
Plan’s cost containment programs.
So we can tell you how we saved
more than $1 billion in benefit
costs alone last year.

Write for the new booklet,
“The Best You Can Do For Your
People. And Your Company:

Box 8008, Chicago, llinois 60680.
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® Registered Service Marks of the Blue Cross Associalion
® Registered Service Marks of the Blue Shield Association

Blue Cross.

Blue Shield.

The Best You Can Do For Your People. And Your Company.
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Industrial commissioners

Professor proposes fund
to pay for worker diseases

DES MOINES—Employees with cancer, heart or back disease
would be provided benefits—regardless of the cause of illness—
under a Workers Disease Protection Act proposed by a Cornell Uni-
versity professor.

There would be no work-related test for the diseases covered by
the act, said John F. Burton Jr., a professor of industrial relations at
Cornell University in New York. He is also a consultant to the U.S.
Department of Labor on workers compensation.

The thrust of the act centers on leaving only work-related acci-
dents and injuries to the exclusive remedy of the workers compensa-
tion system, as was the original intent, said Professor Burton.

He outlined his plan at the International Assn. of Industrial Acci-
dent Boards and Commissions confarence here.

Earlier this month, he presented his proposal to the National
Council on Compensation Insurarice, the ratemaking organization
that files rates on behalf of insurers in 30 states.

There are, he stressed, inherent limits to reform within the pres-
ent workers compensation program.

“One limit pertains to the problems of drawing the proper line on
the spectrum between clearly work-related and clearly non-work-
related diseases. There is, unfortunately, no ‘right’ answer to the
line-drawing task in any scientific sense.

“Realistically, the resolution becomes in large part a value judg-
ment that reflects the views of the parties with control over a partic-
ular workers compensation program,” he said.

The second limit, he said, is the lack of knowledge of what causes
certain disease.

“The consequence is that no matter how we implement the deci-
sion on where to draw the line on compensability, the application of
these rules will result in a number of basically arbitrary decisions
» about who is in and who is out of the pro-
gram,” said Professor Burton.

“My response to you who have a ‘wait-and-
see' attitude about the threat of occupational
! disease for workers compensation is that un-
beknowst to you the occupational disease
problem as a major concern in workers com-
pensation is not for the future but for now,”
Professor Burton said.

Back injuries, he said, are traditionally de-
B fined as injuries rather than disease, even
| though research suggests low back disahility
is primarily caused by disease and not by in-
jury.

It is not just one disease but a multiplicity
of diseases that may be indistinguishable in
practice that causes a worker's back problem, said Professor Burton.

“Workers compensation does not have the luxury of delay in deal-
ing with occupational disease problems because it is here in the form
of back cases,” he said.

His proposal contains 11 precepts:

® The act would apply to diseases (possibly only cancer, heart and
back disease) with work-related injuries left to the exclusive domain
of workers compensation,

® There would be no work-related tests for the diseases covered.

® The Workers Disease Protection Act would only cover periods
of disability that last at least six months. Workers would be able to
obtain workers compensation benefits for the first six months of
disability if they could meet the work-related tests in that program.

After six months, workers compensation would have no further
responsibility for the employee coverd by the proposed act.

® Permanent partial disability and permanent total disability
benefits would be provided under the act and would be based on the
actual loss of earnings.

The employer would be responsible for continuing the benefits as
well as the contributions that the employer and worker would have
made to the Social Security program until the employee reaches the
normal Social Security retirement age, When the worker would
qualify for the retirement benefits under Social Security, the bene-
tits under the Workers Disease Protection Act would cease,

® Death benefits would also be provided by the proposed act.

® Medical benefits would be provided to workers affected by dis-
ease. These would be fully integrated with the medical benefits pro-
‘vided under workers compensation. private plans and Social Secu-
rity. There would be no age limits for eligibility.

® The Workers Disease Protection Act would be financed by em-
ployer and employee contributions, possibly of equal share.

® The act would be a state program but the federal government
would be encouraged to try with a similar plan for its own employees,

@ The insurance arrangemernts would be similar to those in work-
ers compensation. Employers would be free to insure their liability
with private carriers or state funds or to self insure, depending upon
the availability of these options under state law.

® All insurers and employers would report their loss experience
under this act to the National Council on Compensation Insurance or
its equivalent. Insurance companies would be free to deviate from
the rates published by the NCCI.

® The Workers Disease Protection Act benefits would be the ex-
clusive liability of the employer for claims by its employees for dis-

Mr. Burton

eases, other than the benefits provided during the first six months of °

disability by other programs.

While it is hard to justify employer responsibility for the worker’s
entire disability when other factors may be responsible, it is also
hard to justify disassembling the man, who has the same economic
consequences regardless of the cause, said Professor Burton.

Lack of research complicates
work comp, professor says

By EILEEN NORRIS

DES MOINES, Iowa—The lack
of workers compensation data and
research support has created a mas-
sive void in the $20-billion-a-year
system, a University of Connecticut
professor charges.

It is the least understood major
program, says Professor Peter S.
Barth, who spoke at the 67th an-
nual International Assn. of Indus-
trial Accident Boards and Commis-
sions convention Oct. 11-15 in Des
Moines.

Adding to the lack of research
and data are the self-serving inter-
est groups who promote research
only when it benefits their cause,
he said.

Another complication is that
workers compensation can cross so
many disciplinary lines that it con-
fuses any researcher that takes an
interest in the field, Mr. Barth said.

A course in workers compensa-
tion could theoretically be offered
by an instructor in any of 10 uni-
versity departments. But, more re-
alistically, the course would not be
offered at all since few academics
are inspired or encouraged to work
in fields that cross traditional aca-
demic boundaries, he said.

The U.S. workers compensation
system costs employers more than
$20 billion a year, putting it well
above funding for unemployment
insurance and government outlays

Phoh;: éileen Norris
Peter S. Barth says work comp
is very often misunderstood.

for the CETA program, Mr, Barth
said.

One would think that a program
that big and of such significance
would have been thoroughly stud-
led and well understood, but that
would be an incorrect assumption,
he said.

“Only the tiniest handful of peo-
ple study and research workers
compensation. Legislators privately
acknowledge that they do not un-
derstand it. Practitioners lament
their ignorance of the program as-
pects and there are virtually no
courses in the subject,” he said,

A lack of support for research,

with the exception of three clusters
of projects between 1971 and 1981,
has prevented many from working
in the field and discouraged some
who infer that there is no interest
in the subjeet, Mr. Barth said.

“Federal and state government
have each worked to build up reli-
able and consistent data bases in
several areas, but by contrast the
workers compensation area is stil!
largely a wasteland in terms of data
availability.

“Until that changes, the field will
continue to be neglected,” he said.

Adding to the lack of monetary
research support is the extreme
sensitivity of the various interest
groups involved in workers com-
pensation, Mr. Barth said.

“Studies are not evaluated, as
they ought to be, on the basis of the
analysis, the insights of the writer
and the like,” he said.

“Instead, studies are judged, so
far as I can assess, on whether or
not they support an interest group’s
existing position,

“Where a study does corroborate
a position, the author is judged to
be potential Nobel material. When
it weakens or refutes a position
held by an interest group, the au-
thor is suspected of being in the
pocket of a group on the other side
of the issue.”

Such findings are discounted by
all and are of little benefit to any-

Continued on page 16

Smoking, not black lung,
disables miners: Doctor

DES MOINES, Iowa—Black lung
is a condition created by Congress
to benefit cigarette-smoking coal-
miners, the director of the Ver-
mont Lung Center says.

“I don't recognize the disease
they call black lung,” Dr. Roger H.
Secker-Walker told the Interna-
tional Assn. of Industrial Accident
Boards and Commissions confer-
ence in Des Moines.

“The most common cause of dis-
ablement in coal workers today is
cigarette smoking,” he said.

Non-smoking coal workers may
develop coughs and show minor
abnormalities of lung function, but
that disease is called industrial
bronchitis and the condition is not
dizabling, Dr. Secker-Walker said.

After 20 to 30 years of exposure,
coal miners may also develop coal
workers pneumoconiosis, a condi-
tion where dust accumulates
around the small bronchial tubes in
the upper parts of the lung.

Very little scarring takes place,
however, and lung function is
scarcely disturbed, he added.

“Rarely, this may progress to
complicated coal workers’ pneumo-
coniosis and lead to disability in
about 3% of the cases,” he said.

He was critical of the benefits
mandated under the Black Lung
Reform Act of 1977, which set up a
trust fund for claims of injury be-
fore 1970, with claims of injury suf-
fered after 1970 charged against the
coal operator or insurer.

He said 71% of the benefits being
paid out under the Black Lung Act
are “unjustified.”

There are other “mischief
makers,” as Dr. Secker-Walker
calls thern, in the lungs.

Occupational asthma has become

more prevalent within the last 10 to
15 years, he said.

Once a worker develops a sensi-
tivity to certain chemicals, asthma
may result. Symptoms of wheezing,
cough and phlegm may develop
within 15 to 20 minutes of exposure
or they may be delayed for several
hours and appear in the middle of
the night.

The response is usually to a spe-
cific chemical and the worker with
occupational asthma will often be
well aware which aspects of his
work are responsible, Dr. Secker-
Walker said.

Asbestos-related conditions are
also becoming more of a problem to
the employer and worker, affecting
occupations like mining, milling,
weaving and construction.

For ashestos workers who do not
smoke cigareties, the risk of lung
cancer is about four or five times
greater than for other non-smokers.

For the smoking asbestos work-

ers the risk is 80 to 90 times greater
than a non-smoking, non-asbestos
worker, Dr. Secker-Walker said.

“These lung cancers behave just
like those in non-asbestos workers,
and it can be difficult to decide how
much blame to attach to the ciga-
rettes and how much to the as-
bestos; each seems to aggravate the
other,” he said.

Prevention is important in at-
tempting to limit the workers’ ex-
posure to a known carcinogen or
chemical.

Dust control, good exhaust venti-
lation or enclosing the work area
can go a long way to preventing
some of these lung conditions, Dr,
Secker-Walker said.

“Personal protection with special
hoods for sandblasting or special
masks for some of the gases can
also help.

“Sometimes other materials can
be substituted that are not nearly as
toxic,” he added. "

disease is not work-related.

include:

workers compensation. Page 16,
workplace. Page 19,

Page 19.

Industrial commissioners meet

The Internaticnal Assn. of Industrial Accident Boards and
Commissions had its 67th conference Oct. 11-15 in Des Moines. The
meeting attracted more than just industrial commissioners. Lawyers,
risk managers and others also came to hear experts discuss cancer in
the workplace, black lung, the need for more data on workers
compensation and an idea to create a new fund to compensate
workers who develop heart and back diseases or cancer—even if the

Associate editor Eileen Norris covered the conference. Her report
begins on this page and continues on Pages 16 and 19. Other stories

® A steel executive's views on what he considers the sad state of
@ A professor’s call for more cancer prevention programs in the

® A look at who should be liable for a worker’s heart disease.




16 / business insurance, October 26, 1981

More workers comp research needed Com

Continued from page 15
one, he added.

The final insult to workers com-
pensation research is that workers
compensation is not a single pro-

gram, Mr. Barth told the confer- —

ence participants.

“Instead, each state has its own
laws, precedents, practices and ter-
minology,” he said.

“Persons who totally know their
own state’s system are often totally
uninformed in any other one. Re-
searchers face the same dilemma,”
he continued.

“The point is simply that re-
search in this field probably has
languished due to the difficulty in
having to grapple with not one pro-
gram but with many.”

One group that has had ongoing
actuarial research into workers
compensation is the National
Council on Compensation Insur-

ance, a striking contrast to
organized labor, business and the
insurance industry, which have
had virtually no active research
projects on workers compensation
systems, he said.

However, Mr. Barth added, the
future does look brighter than the
past.

The insurance industry is begin-
ning to move more into the re-
search arena, largely through its
trade associations, Mr. Barth ex-
plained.

Individual companies, however,
are not active and most will find
they are poorly equipped to use any
research findings when they do be-
come available, he said.

The growing interest in occupa-
tional disease research has, how-
ever, caused bridges to be built be-
tween the health sector and re-
searchers in workers compensation
and other disciplines, Mr. Barth ex-

plained.

One answer to the problem might
be to establish a clearinghouse to
aid researchers and those who use
the research keep abreast of activi-
ties in the field, Mr. Barth sug-
gested.

He encouraged the accident
boards association to consider start-
ing an eighth standing committee
that would be devoted to encourag-
ing research in workers compensa-
tion.

“The long-term neglect of re-
search on workers compensation
has been a free lunch of sorts,” he
said,

. “We avoid paying the price to
learn more about our systems for
decades,” Mr. Barth continued.
“Yet, when these systems operate
poorly, we have little to guide us
either by way of diagnosis or of
remedy.” n

p threatens

firms’ well-being:
Steel executive

By EILEEN NORRIS

DES MOINES, Iowa—The real
cost of workers compensation to
employers has vaulted more than
220% sirce 1970—and that's exclud-
ing inf.ation, says a Bethlehem
Steel Cerp. executive.

“There's been progress in work-
ers compensation, but in all hon-
esty, I have to say the system seems
to be more out of control right now
than evar before,” said Richard F.
Schubert, vice chairman of Bethle-
hem Steel.

Mr. Schubert spoke before a

“Equifax Risk Management Systems offers you
the most complete line of services available from

service areas.

e

one source.

You get in-depth field and technical support-
12,000 people in over 1000 U.S. and Canadian cities - from Equifax RMS.

It’s possible because we have skilled professionals in six key

In all, you gain support from 12,000 people. This number
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symposium of the National Council
of Self-Insurers, which was held in
conjunction with the annual con-
vention of the International Assn.
of Industrial Accident Boards and
Commissions in Des Moines.

He called on business to reach
out to labor “and to do it in a way
that makes it clear that the workers
compensation system has reached
the point where it threatens to
harm the economic well-being of
all of us.”

Workers compensation must be
equitable and affordable, he said,
but the later element seems to have
gone astray in the past decade.

The total cost to employers for
workers compensation was about
$4.9 billion in 1970. By 1978 that
cost had risen to about $17 bhillion
and for 1981, it looks like the total
cost will be $23 billion to $25
billion, Mr. Schubert said. “If we
take the low end of that estimate—
$23 billion—that is still nearly a
370% increase from 1970.

“At most, inflation accounted for
150% of that, so even after a very
liberal adjustment for rising prices;
the real cost to employers went up
220%,” he said.

One of Bethlehem Steel’s plants.
a mill in Los Angeles, is presently
teetering in a precarious financial
position—with no thanks to Cali-
fornia’s workers compensation sys-
tem, Mr. Schubert said.

“One of the key factors that’s
putting the plant at a disadvantage
is the higher workers compensa-
tion cost in California.

“There’s excessive litigation, ex-
orbitant medical expenses, unrea-
sonable cumulative trauma rulings
and questionable permanent partia
disability awards—you name it
and it’s a problem in California.”

The original purpose of workers
compensation—providing an em:
ployee for wages lost due to an in:
dustrial injury—has drifted away
he added.

Many workers compensatior
problems will require new legisla:
tion to “set them right,” he said.

“The guiding principle should b
‘adequate compensation for truc
disability,” Mr. Schubert said.

He suggested that the time fo
reform is “now,” a time when the
federal government is committec
to returning responsibility to the
states and localities.

New reform measures also coulc
help to offset the possibility of an
other expansion of the system ir
the form of occupational diseas:
claims, he said.

“There's no question in my ming
that if the workers compensatior
system heads into this new are:
without having dealt with overlap
ping benefits, bloated litigation
costs. . .and other abuses, the sys
tem ultimately will do more harn
to the economy and our worker
than it does good,” he said.

“I'm convinced that responsibl
reform in the workers compensa
tion system can get the support o
American labor, too,” he added.

Malpractice suits

WASHINGTON—The trend to
ward making physicans and hospi
tals defend malpractice suits con
tinues to grow in the federal courts

In fiscal 1981, which ended Jun
30, 915 medical malpractice suit
were filed in federal courts, a 27.1¢
increase over fiscal 1980 when 72
cases were filed, according to th
administrative office of the U.8
courts. It was the third consecutiv
year the number of medical mal
practice suits increased.
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Royal poli |
oyal PolCy covers
Prescription Drug Plans. Usually with PCS. It's a low-cost bene- . y p " y :
fit . . . less than half the cost of a typical dental plan; yet, much
information systems
It makes a lot of sense! . &
p A ."-ats why the oty of "”T‘s'. Chmse. e » T.he Royal Insurance has introduced
rofessional Cest Savers — to administer their Prescription an information systems policy. It »
Drug Plans. In the long run, PCS has proved that its sophisti- covers equipment ranging from prOducts
cated cost controls can save much more than most firms thought business computers to security de- = 4
. was possible. tection systems to telecommunica- & sen‘ces &y
| N \ And, that's nct the only way you'll save. PCS can cut your tions. =
\\IC\“O)!E‘ \q aspirin bill by taking the headaches out of Prescription Drug Plan .The ISP covers equipment from _ 1 ;
w\_ﬂg?ﬁ‘:fﬁ.‘«'@ o administration. PCS is the Number One administrator of Pre- direct physical loss of most kinds of breakdown coverage. This e
,::m:em' G sar I8 scription Drug Plans . . . because we've deen doing it for years t_alectrlomc eqcl’upk:'nent '-ép to $§50-0?0 provides fiovtzrage fc:; dam?ge gf;f
3L Fosuic bl 2.00 — better, faster, more reliably than anyone else! In va uedan_ }: g media an also t: t°$T3§6‘Z é Fisi and requires [“é
A - — Big claim? You bet. But, we can prove it. So, letus tell you the ware used with them, Option £OV apd £OUCHD C. i
_ e : ) erages include extra expenses, busi- For details contact Garret J. (
. complete #CS Slory. Wrils: Pharmaosutical Card System, £CS ness interruption, accounts Dykhouse, Royal Insurance, e
Pcs —_ Pro fessional Building, 2005 North Central Ave., Phoenix, AZ 85004. Or, receivable and valuable 150 William St., New York, Lan
Phone: (602) 257-1500, Ext. 251. papers/reccrds. N.Y. 10038; 212-553-4172. Zie
COSI W's ric\Wonder more : i One feature of the comprehen- ‘;‘S
of the nation’s largest sive form includes up to $10,000 for iminiri ki
sa\lers insurance companies, g::g g'?scrEEuMT.l::NAé expenses to rechargg a Elalon sys- BaCk .nlunes 2
Health & Welfare funds and major employers are endorsing a Foremost-McKesson Company L tem. Insurance Co. of the West, ]
A second feature offers systems-  Woodland Hills, Calif., has in-
troduced an program that

shows employees how to avoid
back injuries and stress.

Through a slide presentation
and prepared script, employ-
ees are shown the causes of
back injuries, the physiology =
of the back and how injuries 2
occur and instruction on stress °j
reduction and exercises.

For more information on

this program contact Bill ks
White, Insurance Co. of the i
West, 20335 Ventura Blvd., ¥
Suite 225, Woodland Hills, at
Calif. 91364; 213-704-5781. il
g
Ie
Surgery coverage ‘
Professional Intermediaries {’{-
Associates Inc., in conjunction e
with Lloyd's of London, offers i
surgical survival insurance. s
This coverage provides cov- “ne
erage for people facing a life- .
threatening operation. Any in- :
dividual can apply, even if e
they were previously deemed -
uninsurable. If the patient dies &
from the operation within 30 oe
days, underwriters will pay Ik
proceeds to the beneficiary. ty
Corporate officers and direc- ”
tors can obtain coverage up to a =
$250,000 limit. Other employees %
can be covered under a mini- )
mum limit of $25,000. it
Contact Marshall Rattner, P
Professional  Intermediaries o
Associates Inc., 110 E. 59th St., pan
New York, N.Y. 10019. %";
. Be.
Reinsurance '
Pine Top Insurance Co., a {'_"t'
subsidiary of Greyhound o
Corp., has expanded its rein- i

surance operations to include
property facultative coverage. B
Pine Top and Central Na- =

tional Insurance Co. of Omaha 2d
will be reinsurers for the prop- il
erty facultative business and 20K
£ facultative casualty coverages. "¢
RS Contact Anthony G. Con- V"
GOt treras, Pine Top Insurance Co., (ar—
gjf Greyhound Tower, Phoenix, ".er
;ﬁ,;;;';& Ariz. 85077; 602-248-5537. i

e f
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Computer services s

b/
CAPSCO, which provides ¢
computer systems to life and e
health insurance companies, i

— - has added universal life pro- )
When you're good at excess and special risks, cessing in its CAPS-L.L'ad. .
ministration system. i

the word gets arom‘d . CAPS-I-L is a computer ad-

ministration system for life
and health companies of any

5
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X

e
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1 C
It's not surprising that the name of Baccala & Shoop pops up when the subject is excess size. With thel(iAPS-I-p sys- hie
and special risks. mWe're a leader among the handful of national underwriting firms ti’g't::r:“’f;:zrar:ie- "rg‘f:::g w
that handle nothing but these specialized lines. By devoting 100% of our time and energies Mcc ala 2us B g b: ;rr:)cesse 4 Jp
to hard-to-place risks, we know what it_takes.to produce a definitivg, corn:\petilively priced CAPS-I-L can be installed “:’1-

contract. Whether the capacity cycle is static or robust. m Today’s inflationary pressures on many kinds of data pro- N

demand increased protection, and we have the facilities for it. Whatever product o cessing units and is also avail- F

an insured requires—excess or special risks, property or casualty. m For a future that able on a service-bureau basis. "
promises good fortune, just remember this three-word message: Baccala & Shoop. The .C!'ack troop For more information contact 4p
Home Office: 2049 Century Park East, Los Angeles, CA 90067. Tel: (213) 553-1333. in anderwriting management CAPSCO, Fifth Floor, 29 N. 'k
Wacker Drive, Chicago, Ill. %

Atlanta » Chicago « Columbus, OH s Dallas s Houston » Los Angeles « Minneapolis « New York « Philadelphia « Proenix San Francisco ¢ Seattle 60606. -
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-arly cancer
letection
mportant

By EILEEN NORRIS

DES MOINES, lowa—Some 20%
,+80% of all cancer in the future
ill be workplace-related.

» And among those employees who
iready have been exposed to

‘1own carcinogens, as many as

% will die from occupation-re-
. 2d cancer.

*'hose dreary facts, says Dr. John

Spratt of the University of

,Msville School of Medicine, are

. ting prevention programs all

< more important for employers

d their workers concerned about
ir health.

Dr. Spratt spoke on the natural
itory of human cancer before the
rrnational Assn. of Industrial
”ident Boards and Commissions
.ference in Des Moines earlier
> month.
 Though the chance that a can-
¢ will exist at any moment in the
_: span of man is quite low, the
“umulative lifelong risk is quite
h,” Dr. Spratt told the audience
-about 400 people.
rThere must exist a genetically
Fieptible host, exposed to a car-
ogen, early enough in life, at
" th enough dose, for long enough
ne either in the presence or ab-
Yice of a cancer promoter or co-
cinogen,” he said.
=n most cases, the higher the
ount of carcinogens and the ear-
- in life a person is exposed, the
yaer is the probability of a person
* eloping one or'more cancers, he
1d.
Ymoking, diet, community and
..ne environment, social behavior
d exposure to sunlight may all
‘atribute in positive and negative
ys, he said. :
The person with cancer may
17e been exposed to the triggering
use years to decades before it be-
«nes apparent or manifests itself
:a disease, he said. He told of a
‘dy by a urologist who monitored
zroup of chemical workers for
dder cancer and found the dis-
se developed 10 to 30 years after
itial exposure to a cancer-causing
2nt.
)l‘he National Cancer Institute
“iewed the workplace exposure
.4 cause of cancer and estimated
;b 10-80% of the cancer in the fu-
:e will be occupationally re-
ted,” Dr. Spratt said.
3ut, the expansive spread of the
““mate demonstrates how impor-
t both primary and secondary
nvention can be in detecting and
-ating cancer.
“rimary prevention is defined
"in avoidance effort that pre-
;ts cancer from starting while
(adary prevention is the disco-
-4 and removal of pre-cancerous
. ditions or beginning cancer, Dr.
;att said.
¢There continues to be over-
.elming support to the concept
.t there is a causative relation
ween smoking and the growing
demic of cancers of the respira-
w tract,” he said.
_'The complexity of the tobacco
“sblem is not only mediecal but is
‘o cultural, economic, social and
aavioral.
. “It requires emphasis on medical
alth education and health coun-
1ng."

Question liability for heart attacks: Doctor

DES MOINES, Iowa—It may be
tough to determine whether a
worker’s heart attack was actually
caused by job stress, but there are a
few things employers can do to un-
tangle the liability web.,

The medical acceptance of a
causal relationship between a par-
ticular stress or stimulus and a
given cardiac abnormality requires
that several questions be answered,
says Dr. Elliott L. Sagall of Har-
vard University Medical School.

Dr. Sagall spoke to about 400 em-
ployers, heads of state industrial
commissions and accident boards,
attorneys and insurance personnel
attending the International Assn.
of Industrial Accident Boards and
Commissions conference Oct. 11-15.

A diagnosis of the heart disorder
must be established and confirmed
by answering the following ques-
tions:

@ Does the employee have heart
disease and, if so, what is the com-
plete medical diagnosis? What is
the degree of functional impair-
ment? What are the autopsy find-
ings, if death has occurred?

@ Did the employee have heart
disezse before exposure to the iden-
tified stress? If not, when did evi-
dence of heart disease first appear?

® What is the nature of the
stress or exposure considered as a
possible cause?

® Did the employee’s heart con-
ditian change after the stressful
event? If there was a change, when
was this change apparent and do-
cumeanted? Was this change more

" than the “natural course of the dis-

ease™? Was this change temporary
or permanent?

Ezch case must be handled indi-
vidually, in light of all available
medical data, including laboratory

studies and electrocardiogram and
X-ray findings. A careful recon-
struction must be made of the
events leading up to the heart at-
tack, Dr. Sagall said.

“Heart disease progresses clini-
cally silently and can be present for
years before it is identified.”

Dr. Sagall, a member of the
American Heart Assn.’s Committee
on Stress, Strain and Heart Disease,
said the committee came to some
conclusions on the cause-and-effect
relationships of stress and heart
disease,

They found that long-term, re-
peated, strenuous physical effort
performed by a worker cannot be
regarded as a causal element in the
development of arteriosclerosis.
That kind of activity is believed to
be beneficial, the doctors and con-
sultants found.

However, long-term, repeated,

strenuous physical effort in some
people with underlying heart dis-
ease may result in the onset of
heart failure sooner than might
have occurred without that effort.

“But, it is not possible to deter-
mine precisely when cardiac insuf-
ficiency would have occurred dur-
ing the natural history of the un-
derlying disease or from normal
‘wear and tear of life’ without that
stress,” the committee found.

An isolated episode of physical or
emotional stress in people with un-
derlying heart disease is capable of
triggering or hastening heart dys-
functions.

The shorter the time between the
exposure to stress and the appear-
ance of clinical or pathologic evi-
dence of new heart disease or dys-
function, the more likely there is a
causal relationship, said the com-
mittee. n

Owning a captive puts you in the
risk business.
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But running one
doesn't have to
be risky.

Over fifteen hundred captives testify to
the benefits of owning an insurance subsidiary.
But testimony about the hazards of operating
one is as scarce as the skills required.

Take a look at Trenwick. We share with
clients the depth and versatility we bring to
managing our own professional reinsurer.

And our clients share our conviction that
insurance is the business of out-selecting the
competition — for risk, for services, for people,

and for profit.

You may not need today all that we

have to offer.

But consider what services we can
provide individually or in combination= under-
writing, claims, actuarial, marketing, financial
management — that will help your company

fomorrow.

We have a brochure that describes what

‘Secondary prevention consists of we do. Call or write for a copy.

o major categories of interven-
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\ screening program for employ-

has to be coupled with effective
‘atment or the best screening
agram may be of negative value,
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Senate OKs minimum Social Security benefit

By JERRY GEISEL

WASHINGTON—The Senate
has agreed to restore the $122 mini-

mum monthly benefit for Social .

Security recipients; but employzars
and employees may have to pay for
it through a new FICA tax on s:ck

pay.

The Senate voted 95-0 that Social

Security recipients should be enti-
tled to a. monthly benefit of at least
$122, regardless of how little they
contributed to the federal retire-
ment program.

The Senate action only would re-
store the $122 minimum benefit to
about 2.7 million people who were
receiving it when Congress cut the
benefit last summer. .

The House earlier voted to re-
store the minimum benefit to all

people eligible for Social Security.

(__ washington

before Nov. 1.

But to pay for-the minimum ben-
efit, the Senate said the FICA pay-
roll tax would be imposed on dis-
ability benefits starting on the first
day an employee receives sick pay.
Currently, the first six months of
disability benefits are exempt from.
Social Security taxes.

The new tax would begin Jan. 1
under the Senate bill; the House
measure does not impose the new
tax.

Employer groups, like the U.S.
Chamber of Commerce, say the
Jan. 1 effective date does not give
employers enough time to prepare
for the change. An employer who
doesn’t pay the FICA tax on dis-

ability pay on time would ke sub-
ject to substantial tax and interest
penalties.

If the tax. on disability pay goes
into effect, penalties should be
waived at least until July 1, a
Chamber spokesman saic:

The Senate, following in the
footsteps of the House, also agreed
to allow. the financially.troubled
Social Security retirement trust
fund to borrow from the mere ro-
bust health and disability trust
funds.

Allowing interfund borrowing
will give Congress some breathing
space to hammer out a long-term
solution to Social Securizy’s finan-
cial problems while preventing the

)

retirement trust fund from going
broke next year.

Pension coverage

Employers are expanding their
pension coverage.

During the first half of 1980, al-
most as many employees were en-
rolled in newly created defined
benefit pension plans as were en-
rolled in all of 1980.

Some 11,402 defined benefit
plans with more than 1.72 million
participants were set up between
Jan. 1 and June 30 this year. By
contrast, in all of 1980, 18,849 de-
fined benefit plans with 1.78 mil-
lion participants were established,
according to an analysis of Internal
Revenue Service statistics by the
Employee Benefit Research Insti-
fute.

“The numbers indicate the cor.
tinuing expansion of private pen:
sion plans,” said Sylvester
Schieber, director of research at the
EBRI, a 3-year-old benefits re
search organization.

Reversing a steady downwarc
trend of the last several years, th:
average size of newly created plans
increased sharply. Defined benef*
plans established during the fir’
half of this year had an average «
151 participants, up sharply. frc
1980 when the average define
benefit plan created that year h'
95 participants.

The steady growthvof pensn
plans contradicts arguments mat
by groups like President Cartei
pension commission that mair
tained that pension plan coverag
had stagnated after tremendoz
growth during the 1950s and '60s.

When it comes to
Emproyee Benefit Plans,

Crown Select Trust

Crown Select Trust
offers:medium sized .

Those who qualify will
receive exceptional

you make the difference.
Your expertise and the
decisions that you make
affect everything from
the guality of coverage
to the premium level.

And since you want to
provide the best possible
coverage at the most
competitive rates, you
are going to be
interested in Crown
Select Trust.

companies the.proven
benefit design of the
Crown Employee Benefit
Package and the
competitive rates that
only a select trust can
provide.

Since we intend to
keep our rates
competitive, membership
in the Trust will only be
offered to quality clients.

ciCROWN

LIFE INSURANCE COMPANY
HOME OFFICE, TORONTO, CANADA

coverage at the premium
«evel their select status
deserves.

Call your local Crown
«ife Group Otfiice to learn
more about Crown
Select Trust After all,
vou make the difference.

comings &
goings: industnj

Stewart namec
CEO at Crump

Sidney A. Stewart Jr., presider
and chief operating officer of E.1
Crump Cos. Inc., has assumed tt
additional title of chief executit
officer. j

Mr. Stewart succeeds E.}
Crump Jr., who has resigned]
chief executive officer, cha1rmé
and a member of the board '
directors. Mr. Crump will becor’
honorary chairman of the board.

Other agent/broker changes: |

Ned L. Larson Jr. joined tl—
brokerage firm of Warren & Son
mer Inc., Denver, Colo., as vp.

John J. Picarella joined Bac!
TerBush & Powell in New Yor
City as vp of the marine, proper:
and casualty claims department. .

Insurers

Jay D. Porter named presider
of Unigard Insurance Group
property/casualty companies. M
Porter remains Unigard chairm-
and chief executive officer. He su
ceeds Jack E. Hulburd, who di:
earlier this month, as property/ca.
ualty president.

George T. Viosky elected vp ¢
The Hartford Insurance Group
New York,

INA Corp. has announced a ¢
ries of promotions. G.H. Dixon;
senior vp of INA Universal Cor
was named general manager ar
head of the European marketi)
area. Charles W. Barnard, sen
vp of INA International Corp., &
ceeds Mr. Dixon as general m:
ager and head of the Pacific m:
keting area. James 8. Carpent
elected senior vp of INA Uy
derwriters Insurance Co. and 3
subsidiary, Pacific Employers I
surance Co. Five others we:
named resident vps of INA servii
offices: Joan T. Pollack, Brand
wine, Del.; Thomas H. Etling, ¢
Louis; Michael S. Mullen, Alb
querque, N.M.; Weldon E. Tisda}
San Antonio, Texas; and Barr,
Reublin, San Francisco.

Excess/surplus

Robert Stein named vp at Com
stock Insurance Co., a Los Angele.
bases excess/surplus lines insure
and a subsidiary of Fremont Ir‘
demnity Co.

Other suppliers

Philip A. Farrington elected .
of Underwriters Salvage Co., El
Grove Village, Ill.
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Firms maintain contributions to profit plans

LINCOLNSHIRE, Ill.—Although
many companies found 1980 to be a
rough year financially, employers
managed to find enough profits to
maintain their level of contribu-
tions to profit-sharing plans, ac-
cording to a new survey.

Employer contributions to profit-
sharing plans averaged 9.5% of pay-
roll in 1980, only a 0.3% decrease
from 1979, according to the 24th
annual survey of profit-sharing
plans conducted by Hewitt Associ-
ates for the Profit Sharing Council
of America.

Over the past decade, employer
contributions to such plans have
remained relatively stable, averag-
ing between 9% and 10% of payroll,
Hewitt says.

Smaller plans seemed to receive
a greater share of company profits
than larger plans, the study re-
veals. Employer contributions to
plans with fewer than 99 partici-
pants averaged 9.9% of payroll,
while the average contribution to a
plan with more than 5,000 partici-
pants averaged only 7.8%.

The vast majority—83%—of the
553 companies surveyed operated
deferred profit-sharing plans, in
which shared profits are deposited
in a trust fund. None of the profits
are paid out in cash.

Some 6% of the plans were com-
bination plans, in which a prede-
termined portion of the profits are
paid in cash in combination with a
leferred plan; 7% were combina-
lion option plans, in which an op-
lional portion of the shared profits
are paid in cash while the rest are
deposited in a trust; and 3% were
~ash plans, in which shared profits
are payed out in cash.

The existence of an employer-
sponsored pension plan did not
greatly affect percentage of payroll
contributed to a profit-sharing
plan. Companies that offered a de-
ferred profit-sharing plan by itself
contributed 9% of payroll to the
plan in 1980. Those that offered

Atlanta groups
sponsoring
conference

ATLANTA—Profitability
pressures, new products and a fresh
look at the insurance industry of
the future will be among the topics
explored at the Atlanta Insurance
Day Conference Nov. 2.

The half-day conference, spon-
sored by 11 metropolitan Atlanta
insurance organizations, will open
with a workshop on “Modelnetics,”
a managerial system designed by
Harold Hook, chairman and presi-
dent of American General Corp.

Four concurrent sessions will
follow: “The Insurance Industry in
the Next 10 Years,” “Managing
Risk in Today’s Environment,”
“Universal Life Insurance—Pros
and Cons,” and “New Develop-
ments—Retroactive Coverage and
the Insurance Exchange.”

Panelists will include John R.
James, president of the Risk & In-
surance Management Society; Jo-
seph Fahys, senior vp of Marsh &
McLennan; Thomas Hallett, senior
vp and risk manager, Frank B. Hall
& Co. Inc; and Alan Teale, chief
executive officer, Insurance Ex-
change of the Americas,

The luncheon speaker will be
Lewis Grizzard, syndicated colum-
nist for The Atlanta Constitution.
The lunch will honor recent grad-
uates of educational programs.

The cost of the conference and
luncheon, to be held at the Colony
Square Hotel in Atlanta, is $25. For
more information contact Dr.
Larry D. Gaunt of Georgia State
University, the event's chairman,
at 404-658-2725. =

both a deferred plan and a pension
plan contributed 8.8% of payroll to
the deferred plan.

Generally, combination-type
profit-sharing plans had the high-
est employer contribution level—
12.4%. Companies that maintained
a contribution plan but did not
offer a separate pension plan con-
tributed an average of 13.5% of pay-
roll, according to the study.

About one-third of the com-
panies surveyed offered a pension
plan in addition to the profit-shar-
ing plan.

More than 44% of the companies
surveyed used their own discretion
in determining how large a share of
profits would be contributed to a
plan. However, only 11.4% of the
plans with more than 5,000 partic-
pants were funded by such a dis-
cretionary basis. The largest
number of the plans with more
than 5,000 participants receive a
specific percentage of profits in ex-
cess of an amount reserved for re-
turn on stockholder equity.

More companies are allowing
employees to make contributions to

their profit-sharing plans. In 1980,
62% of the plans surveyed allowed
such contributions, an increase
from 55% in 1979 and 46% in 1978.
Of the plans that accept contribu-
tions from employees, 84% permit
contributions on a voluntary basis,
10% require a specific contribution
and permit additional voluntary
contributions and 6% permit only a
specific mandatory contribution.
Banks provide the investment
management for the greatest
number of plans. Some 34.8% of the
plans used a bank manager, 29.9%

relied on investment advisers, 22%
managed their funds internally anc
12.9% contracted with insurance
companies to manage their funds.

The funds surveyed averaged ar
11.4% rate of return in 1980.

The Profit Shring Council o2
America is a trade association com-
posed of more than 1,400 companies
that offer profit-sharing plans.

e

For a copy of the “1981 Profit Shar-
ing Survey” send $20 to the Profi
Sharing Council of America, 20 N
Wacker Dr., Chicago, Ill. 60606.

o
e

Risk.You must size up each situation precisely.

No matter what kind of risks your business faces, Corroon & Black can
help you afford them. We've developed some very sophisticated techniques
that forecast future losses and quantify appropriate risk retention levels. This
enables us to give better advice on the best way to finance your risks.

It's the kind of expertise you'd expect from one of the top business
insurance brokers in the world. So, contact us. We'll show you there are ways
to face risks without taking too much of a chance.

8

CORROON & BLACK

Putting insurance risks into perspective.
Wall Street Plaza. New York. N.Y. 10005 » 212-363-4100
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2've helped pay
atastrophic losses.
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SSHUARICANE
"N SMIASHES
OBILE Al

Fires, Power Failures,
Tornadoes Reported.

MOBILE, ALA, Sept.12, 1979 _
Hurricane Frederic plowed ashore
tonight at Dauphin Island, 25 miles
south of here, wrecking small
towns along the western shore of
Mobile Bay with winds recorded
at 100 miles an hour and causing
® heavy damage in this populous
- port city.
TORNADOES AND HIGH TIDES
There were reports of damage
all along the Alabama and Missis-
Sippi Gulf Coast from hurricane-
force winds, tornadoes and
storm-driven tides expected to
reach 10 to 15 feet above normal.
Hurricane warnings were in effect
along a 300-mile strip of the coast
from Florida to Louisiana, and
about 400.000 people had been
evacuated from low-lying areas as
the storm approached.
ik As the leading edge of ghe
N ’ o BELC e 1S Of rai
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i ource. . reserves when
g et relsnss_lunrgncz%% and prudent way, designed to glrésggﬁ] E&?é)fsr
fengon brus.ler’geremain fully competitive with othgr rejp/gr[:élus.
o %\é?nrfgaor?; Liog years, that philosophy has protected you.

% E CORPORATION 245 PARK AVENUE NEW YORK RK 57 LEPHONE 212-949-6200
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(  datebook

NOV. 14. Benefits Processing Institute pro-
gram ‘in Williamsburg, Va., sponsorzd by thz In-
ternational Foundation of Empleyee Eenefit
Plans; b $360; non b $435. IFEBP,
18700 W. Bluemound Road, Box 8¢, Brook:ield,
Wis. 53005; 414-T86-6T00.

NOV. 2-4. 36th Annual Meeting in Honclulu,
sponsored by the National Assn. of Independent
Insurers; members, $175; non-members, §275.
NAII Convention Office, Suite 1632, 333 N. Michi-
gan Ave., Chicago, 111. 60601.

NOV. 2-3. Management of Radiation Accidents
course in Arlington, Va, sponsored by the Inter-
national Institute of Safety & Health; $295; three
or more from same firm, $250. 1ISH, 5010-A Ni-
cholson Lane, Rockville, Md. 20352; 3)1-984-
8969.

NOV. 2-3. Petroleum Loss Detection and Con-
trol seminar in Key Biscayne, Fla. sponsorzd by
Enercon Group Inc.; $285. Enercon Groug Inc.,
1110 Brickell Ave, Suite 430, Miami, Fla. 33131,
305-371-3343,

NOV. 4. Employer Health Benefit Conzerns
workshop in Hartford, Conn., sporsored by Per-
sonnel Research Associates and Jacqui Assoriates:
$150. Personnel Research Associates, 49 Cakridge
Road, Verona, N.J. 07044.

NOV. 5. Warkers Compensation Insurance
System in Indiana seminar in Indianapolis,
sponsored by the Indiana Compensation Reting
Bureau; $25. Ms. M.D. Kepner, Indiana Compen-
stion Rating Bureau, 5920 Castleway West Drive,
Indianapolis Ird. 46250; 317-842-2£00.

NOV. 56. Petending Intentional Tort Cases
course in Konsas City, Mao., sponsored by the De-
fense Resesrca Institute; members, $235; non-
members, $:70 Anthony K. Karpowitz, Defense

Research Instifute, 1100 W. Wells St., Milwaukee,

Wis. 53233; €14 272-5995.

NOV. 56. Def=nse of Busi and Municipal
Liability séminar in Atlanta, sponsored by the
Defense Research Institute; $215. Defense Re-
search Inst:tu-e, 1110 W. Wells St., Milwaukee,

Wis. 53233; ~14-272-5995.

NOV. $-10. Canadian-U.S. Carrier Liability se-
minar in Tcronto, sponsored by tne Shippers Na-
tional Freignt Zlaim Council; members; $175; non-

bers, $19¢. Shippers National Freight Claim
Couneil, 12} Main St., Box Z, Huntington, NY.
11743; 516-5:9-8984.

NOV. 9-16. Mining Product Liability and
Safety con =rance in St. Louis, sponsored by The
Energy Bureaa Inc.; $650. Carol Eertzoff, The En-
ergy Burea: Iac, 41 E. 42nd St, New York, N.Y.

10017; 212-681-3177.

NOV. 811 8th Annual Computer Security Con-
ference in Naw York, sponsored by the Computer
Security Institute; members, $445; non-members,
$495. Computer Security Institute, 43 Boston Post
Road, Northaoro, Mass. 01532; 617-393-3768, 617-
393-2663.

NOV. 10. Back Injury Prevention training in
San Mateo, Calif., sponsored by the San Mateo
County Safe:y Council; $65. Back Dynamics Insti-
tutz of Amezica, 738 Edgewater Blvd., Suite 305,
Foster City, Zalif. 94404; 415-574-1087.

NOV. 11. Reinsurance, Arson and Hurricane
serninar in Atlanta, sponsored by The Skandia
Group; free. Gunder Morken, Assistant Secretary,
The Skandia Group, 211 Perimeter Center Park-
way. Atlante, Ga. 30346,

NOV. 11-13 Third Annual American Society
for Hospitzl Risk Management seminar in Or-
lando, Fla., sponsored 2y the American Hospital
Assn.; memoers, §225; non-members, $275. Divi-
sion of Edusation, American Hospital Assn,, P.O.
Box 98946, Chicago, I11. 50693; 312-280-6177.

NOV. 12-14. Public Employees conlerence in
Williamsbu=g, Va., sponsored by the International
Fcundation of Employee Benefit Plans, members,
$380; non-members, $435. IFEBP, Box 69, Brook-
field, Wis. 5300%; 414-786-6700.

NOV. 15-17. Business Insurance Communicat-
ing Employee Benefits conference in Chicago,

sponsored by Business Insurance. The latest tips
and techniques tc effectively communicate bene-
fits to employees; $395; $355 for two or more regis-
trants from the same company. Registration fee
includes Nov. 16 awards dinner honoring winners
of the BI Emplcyee Benefits Communications
compstition. Valerie Adams, Crain Educational
Divis:on, 740 N. Rush St., Chicago, IlL. 60611. 800-
621-6877; in Illincis, 312-649-5242.

NOV, 15-20. Hemispherie Insurance conference
in Acapulco, Mexico, sponsored by the Interameri-
can Federation of Insurance Cos. and the Mexican
Insurance Assn.; $600 for observers. Gordon
Cloney, Executive Secretary, International Insur-
ance Advisory Council, Chamber of Commerce of
the United States, 1615 H St. N.W., Washington,
D.C. 20062; 202-639-6114.

NOV, 16-17. Captive of the Future seminar in
New York, sponsored by the American Manage-
ment Assns, AMA members, $525; non-mermbers,
$605, American Management Assns., 135 W. 50th
St., Kew York, N.Y. 10020; 212-586-8100.

NOV. 16-17. Employee Theft and Fraud Pre-
vention workshop in Arlington, Va., sponsored by
the American Society for Industrial Security;
members, $220; aon-members, $285. ASIS Educa-
tionzel and Seminar Programs Department, 2000 K
St. N.W., Suite 651, Washington, D.C. 20006; 202-
331-"887.

NOV. 16-17. Risk Management and Safety se-
minar in Las Vagas. Nev., sponsored by Arizona
Center for Occupational Safety and Health, Uni-

JAMES IS HERE

IN AN INSURANCE PARTNERSHIP

THAT GOES FAR BEYOND THE DOTTED LINE.

From oil rigs to coal mines...
from fishing fleets to steel mills...
wherever there are risks to be
managed, James is involved.

We serve mare than 400,600
clients worldwide, making James
one of the largest inzernationa
insurance brokerage firms.

Of our 3,700 people here and
1,000 additional overseas {the one
most important to you is yolyr James
account executive, the keystone of
the James client relationship,
works for you as a "partner,’ tf;

requirements.

to serve you in a personal, ong
relationship. It is his jgb t
your business thoroug
determine your r sk-

Your James acco
is supported by your behd
scenes partners—Jarnesspecialists
particularly qualifiedito-d
your risk problems—
instantly availabl= tg:a
area pertaining to

We at Fred.S.J
to become your pa

learn
C’ 0 best
ament
‘ecutive  IL 60606,
d-the-

al with

-term management. The first step isto
contact your local James office. Or
write to: William E. Bureh,
President, Fred.8.James & Co., Inc.,
230 West Monroe Street, Chicago,

James

FRED. S. JAMES & CO., INC.

YOUR PARTNERS
IN RISK MANAGEMENT

Member National Assaaat on of Insurance Brokers

versity of Arizona; $275; two or more from same
firm, $250. Herschella Horton, Coordinater for
Continuing Education, Arizona Center for Occu-
pational Safety & Health, University of Arizona
Health Sciences Center, Tueson, Ariz. 85724; 602-
626-6835.

NOV. 16-18. Analyzing Safety Performance
course in Tucson, Ariz., sponsored by Don Peter-
sen, management consultant; $375. Don Petersen,
9236 East Walnut Tree Drive, Tueson, Ariz. 85715;
602-749-2319.

NOV. 17. Kentucky Workers Compensation In-
surance seminar in Louisville, Ky., sponsored by
the Southeastern Council on Compensation Insur-
ance; $25. Robert E. Maxwell, Manager, SECCI,
320 Beacon Parkway West, Box C-40, Birming-
ham, Ala. 35283.

NOV. 17-19. Financial Analysis for Risk Man-
agement Decisions seminar in San Francisco,
sponsored by Cozzolino Associates Inc.; $685, plus
$50 registration fee per company. Also Dec. 15-17
in Atanta. Cozzolino Associates Inc., 12 Chippen-
ham Drive, West Berlin, N.J. 08091; 609-784-
7105.

NOV. 18. Insurance Perspectives 1981 seminar
in Dallas, sponsored by Peat, Marwick, Mitchell &
Co.; free to clients. Keith Tucker, Peat, Marwick,
Mitchell & Co., Suite 1500, 2001 Bryan Tower,
Dallas, Texas 75201; 214-747-8911.

NOYV. 18. Successful Selling in the '80s meeting
in Chicago, sponsored by the Chicago Assn. of Life
Underwriters. CALU members, $13; NALU mem-
bers, $16; non-members, $21. Jack Vorhauer, 65 E.
South Water St., Suite 1107, Chicago, Ill. 60601;
312-853-0600.

NOV. 19-20. Basic Radiation Hazard Contrel
seminar in Arlington, Va., sponsored by the Inter-
national Institute of Safety & Health; $295; three
or more from same firm, $250. IISH, 5010-A Ni-
cholson Lane, Rockville, Md. 20852; 301-984-8969.

NOV. 19-20. Safety By Objectives course in Tuc-
son, Ariz., sponsored by Don Petersen, manage-
ment consultant; $275. Don Petersen, 9236 East
Walnut Tree Drive, Tucson, Ariz. 85715; 602-749-
2318.

NOV. 20. Risk Management Information Sys-
tems seminar in Santa Ana, Calif,, sponsored by
the Public Risk & Insurance Management Assn,
PRIMA members, $95; non-members, $170. Also
Dec, 4 in White Plains, N.Y. Natalie Wasserman,
Executive Director, PRIMA, 1140 Connecticut
Ave. N.W., Suite 210, Washington, D.C. 20036.

NOV. 23-25. The A-Z of Captive Insurance
Companies seminar in Brussels, Belgium, spon-
sored by Management Centre Europe of Brussels.
W .F. Sennett, Director, European Risk Manage-
ment Ltd., ER.M. House, 31/33 Monument Hill,
Weybridge, Surrey, KT13 8RS, England.

NOV. 23-25, Effective Risk Management course
in London, sponsored by the Risk Research Group
Lid., approximately $537, plus $80.55 value-added
tax. Course Coordinator, Risk Research Group
Ltd., Bridge House, 181 Queen Victoria St, Lon-
don EC4V 4DD, England.

DEC. 24. Second National Arson Legislative
conference in Dallas, sponsored by the National
Legislative Conference on Arson; $85. Nancy R.
Tidwell, National Legislative Conference on
Arson, Box 09604, Columbus, Ohio 43209; 614-235-
1922,

DEC. 34. Nuclear Litigation program in New
York, sponsored by the Practising Law Institute;
$285. Practising Law Institute, Department ULC,
810 Seventh Ave., New York, N.Y. 10019; 212-765-
5700.

DEC. 35. Alternative Captive Domiciles con-
ference in Hollywood, Fla., sponsored by Risk
Planning Group Inc,; $550, $475 for each addi-
tional registrant from same company. Nicki Bris-
kin, Director of Conferences, Risk Planning
Group Inc,, 722 Post Road, Darien, Conn. 06820;
203-655-9781.

DEC. 49. 27th Annual Educational IFEBP con-
ference in Acapuleo, Mexico, sponsored by the In-
ternational Foundation of Employee Benefit
Plans, $360. IFEBP, 18700 W. Bluemound Road,
P.O. Box 69, Brookfield, Wisconsin. 53005; 414-
786-6700.

DEC. 89. Safety Management—A Behavioral
Approach course in Tueson, Ariz., sponsored by
Don Petersen, management consultant, $273. Don
Petersen, 9236 East Walnut Tree Drive, Tucson,
Ariz. 85715; 602-749-2319.

DEC. §. Insurance Perspectives 1981 symposium
in Dallas/Ft. Worth, sponsored by Peat, Marwick,
Mitchell & Co,; free. Keith Tucker or Paul Zuc-
coni, Peat, Marwick, Mitchell & Co., Suite 1500,
2001 Bryan Tower, Dallas, Texas 75201; 214-747-
8911.

DEC. 10-11. Interest Rate Risk Management se-
minar in New York, sponsored by New York Uni-
versity's School of Continuing Education; $655,
plus $95 registration fee. Registrar, 14th floor,
University Conference Center, 360 Lexington
Ave., New York, N.¥, 10017; 212-953-9022.

DEC. 14-16. 1981 EDP Conference in Hollywood,
Fla., sponsored by the International Foundation of
Employee Benefit Plans; members, $360; non-
members, $435. IFEBP, 18700 W. Bluemound
Road, P.O. Box 69, Brookfield, Wis. 53005; 414-786-
6700.

DEC. 14-16. Product Liability of Manufactur-
ers program in New York, sponsored by the Prac-
tising Law Institute; $325. Also Jan. 21-23 in Los
Angeles. Practising Law Institute, 810 Seventh
Ave., New York, N.Y. 10019; 212-765-5700.

JAN. 7. Institutional Investor Annual Pen:
sion conference in New York; $725. Conference
Director, Institutional Investor Pension Confer:
ence, 488 Madison Ave., New York, N.Y. 10022
212-832-8888. [




WE'VE GOT

THE PACKAGE

Nobody delivers pack-
ages like CG/Aema.

In fact, we write a
bigger percentage of our
business inpackages than
any of the top 20
- American companies.

Thats because we offer
a large range of products
with broad coverage. From
Businessowners Protection
Plans”to Commercial Pack-
age Policies™and Special
Multi-Teril Insurance.

BUSINESS
ALLWRAPPED UR

So whether your client
is a small business owner
or a large corporation, we
have the right plan.

Some people might
think this means we leave
no stone unturned. We like
to think we work to leave
no client uncovered.

CcG/aetna

And its away of think-
ing that works.

Because in a business
not known for loyalties,
weve kept over a quarter
of our agents for over a
quarter of a century.

So if you need a pack-

“age, call a CG/Aetna

representative. We'll be
happy to talk to you.
And even

better. Well

deliver.
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SERVES YOU FIRST

“Best's Aggregates & Averages, 1979.

WE KEEP SOME PRETTY 'l'OI.IGH CUSTOMERS HAPPY.

Check product availability in your state.

Connecticut General Corporation, Hartford, Connecticut 06152, .



Can the insurance industry
meet the needs of Americas drive
for energy independence?
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he transition from imported oil to
new domestic energy sources is cre-
ating enormous challenges—social,
political, technological, and commercial. Not
the least of these is the challenge to insurance
brokers with clients in the business of provid-
ing energy. It will cost at least $100 billion in
current dollars to equip the domestic syn-
fuels industry, according to a leading energy
company executive. But unless the risks can
be managed, the investments will not be
made. “We are not going to expose assets that
are uninsured,” the same executive said.
This $100 billion investment will be an
additional burden. Existing capital expendi-
ture programs are already running at $75
billion a year to meet the demand for new oil
exploration, enhanced recovery systems,
and new refinery capacity for heavy erudes.
Energy companies and their risk man-
agers look primarily to the insurance broker
to help with this enormous and unprece-
dented increase in the value of assets at risk.
The broker must provide energy companies
with all of the risk-management alternatives,
including the transfer of risks to insurance
markets. The broker’s most important func-
tions will be threefold: developing and pro-
viding access to new insurance capacity,
developing new coverages to attract that
capacity, and providing loss-control and
environmental-protection services which
will be essential to minimize risks and make
those coverages available.

he insurance capacity
crunch
Where are the new sources of capital
to provide the huge catastrophie coverages
that will be needed? Captive insurance com-
panies and association insurers will play a
role. New American insurance exchanges
will also make a contribution later in this
decade if regulatory impediments are re-
moved. But the most important source of all
will be the international insurance markets.
American capital will not be sufficient to
build a vast new industry and toinsureit, too.
Energy executives are well aware of this.
“We view the broker primarily as a source of
entrance into the world insurance market-
place,” one of them recently commented.
Brokers must therefore have strong re-
lationships with the worldwide underwriting
community in order to reach the sources of
capital and introduce the new coverages that
will be required. New organization and new
concepts will have to be developed, but the
brokerage industry has met such challenges
before. The needs of the nuclear-power in-
dustry led to the creation of special insurance
syndicates, reciprocal self-insurance pools,
and industry-owned mutual insurance com-
panies, all through the efforts of brokers,
underwriters, and industry. Today, the nu-
clear industry needs insurance capacity in

still greater amounts and in forms responsive
toits particulartechnological characteristies.
Merely finding new capital sources is

only the beginning. Completely new cover-

ages will have to be designed to attract this
capital into the markets at acceptable pre-
miums. This will require informed risk anal-
ysis of all types of new energy installations.
Obviously, processes as diverse as coal gasifi-
cation, coal liquefaction, and direct combus-
tion cannot be lumped together. The
exposures they create vary enormously. Tar
sands and oil shale also present different
problems, as do solar installations, solid
waste conversion, biomass processing, and
tidal and wind-powered systems. To serve

Risk management in the
eighties: an exploratory review
by Marsh & McLennan

This message is the first in a series dealing
with major issues likely to affect the risk-
management process in the 1980s. Vast and
rapid changes are taking place in our eco-
nomic, political, social, and technological
environment. We plan to focus on the impli-
cations of these changes for risk-
management clients and on the specific role
of the insurance broker Our purpose is to
provoke constructive debate. We have solic-
ited and received opinions from a number of
corporations and underwriters on these
subjects which we intend to share with you
in this series. If you would like to send us
your views, we will be pleased to add them
to the comments we already have.

Write to: Mr Philip J. Brown, Jr,
Executive Vice President, Marsh &
McLennan, Incorporated, PO. Box 839,
Radio City Station, New York, N.Y. 10101

‘their clients in these areas, brokers will have

a greater need for loss-control and risk-
management, talent than ever before.

he growing need for special-

ized talent

Insurance capacity alone will not be
enough. Unless it is available to energy com-
panies at premiums compatible with profit-
ability, the huge investments needed for
energy independence will not be made. Loss-
control engineering is therefore a sine qua
non. Risk-management specialists will have
to be involved at the earliest possible stages

when new installations are being planned and -

designed.

Implementing the risk-management ap-
proach in any field calls for the broker to have
strong teams of specialists in many engineer-
ing disciplines. To meet the future needs of
clients in the energy industry, these teams
willhave to be enlarged and strengthened, so

that risk-analysis and loss-control specialists
can evaluate any new installation, operation,
or process as a whole, rather than as a series
of disconnected technical problems.

Brokers will therefore have to make
important investments in the training of spe-
cialists to provide the risk-management and
technical services which their clients will
require. It will be more necessary than ever
that we “speak our clients’ language,” and
this effort will have to be made at a time when
shortage of technical talent will be aggra-
vated by the increased planning and opera-
tional demands of the entire energy industry.

nvironmental concerns

Asset-protection, though vital, is

only one of the insurance problems
posed by the drive for energy independence.
The inevitable environmental impact will
also place heavy demands on insurance ca-
pacity, new coverage development, and loss-
control resources.

Certain forms of environmental liability
insurance are dependent on engineering sur-
veys conducted before coverage is provided.
But energy companies and their publics must
be assured that the environmental risks can
be managed, or the installations will not be
built. So input from brokers with extensive
environmental engineering experience will
be essential through all the stages of design-
ing and planning any new energy installation.

The increased need for risk-analysis,
loss-control, and insurance-brokerage skills
will have an impact on every field of energy
industry activity, from ocean floor to outer
space. New marine coverages will have to be
developed for tidal and ocean-thermal sys-
tems. Oil-rig “life insurance” is also a proba-
bility. Energy-collection by satellite will pose
totally different problems.

ummary: the challenge for

the insurance broker

To solve the risk-management prob-
lems of this energy transition era, a broker
must have, and must continue to develop,
certain major strengths in serving its clients:
* Broad access to international insurance
markets to obtain the needed capacity:.
* Technical capabilities: both to develop new
insurance coverages and to provide loss-
control services.
* Environmental knowledge and experience.
* Depth of professional talent to meet the-
challenges that lie ahead.

Recognizing these needs is a first step.
Meeting them will take imagination, careful
planning, and sustained effort. At Marsh &
MecLennan, we are confident that both the
talent and the resources will be found.

Marsh& | |

Mclennan

Q1981 Marsh & MclLennan, Incorporated



CONSTITUTION STATE SERVICE COMPANY
A SUBSIDIARY GF THE TRAVELERS CORPORATION

Asbestos. Coal Dust. Chemical executives devote their full-time
Wastes. Silicon. These are the things to this one area. In our Home Office,
the toughest claims cases are made of. ‘ we have a separate staff of officers specializing
The Travelers subsidiary, Constitution If in large losses with exposures of $200,000
State Service Company, or more. So you buy our expertise,
specializes in handling these o without buying our insurance.
difficult cases for companies har[d]]ng If you need claim help that goes the
who are self-insured or need ‘ extra distance in the tough
services additional to their field of cumulative injury cases,

: : [
insurance coverages. . UIaI; we're the experts. Call Bob
Constitution State Service Company Cum lve Greenberg, Vice-President, Constitution

delivers the entire Travelers claim " State Service Company, at
organization to help you meet the m Cases (203) 277-3429.
problem. For example, we have a Jury No job is too tough.
‘centralized asbestos claim unit CSSC: insurance services,

where over 40 seasoned account wer-e easy without the insurance-
you wouldnt
need us.

THE TRAVELERS

Constitution State Service Company is a wholly-owned subsidiary of The Travelers Corporation, One Tower Square, Hartford, CT 06115.
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Coping. ..

business insurance, October 26, 1981 / 29

Business has chance to make

regulation less burdensome 4

By John P. Olsen

HERE ARE TWO ways of coping with

something: simply develop the
strength to endure conditions as they exist,
or take steps to make those conditions less
unendurable.

It may be that we have an unusual
opportunity right now to exercise the
second option and make regulation of
business less unendurable, less unrealistic
and more productive. That is the stated
desire of the current administration: to
reduce the regulatory burden on the
public generally and on business
particularly.

In response to Vice President George
Bush’s request in March for private-sector
advice documenting “instances in which
specific regulations couid be changed in
order to increase benefits or decrease costs,
thereby generating greater net benefits
overall,” more than 3,000 summaries of
controversial rules were submitted by the
middle of July.

The Department of Commerce
eventually gleaned the most troublesome
or “terrible 20” of the rules that were
called to its attention by the responding
business community (see box).

The Reagan administration, which was
clearly elected to reduce the burdens of
big government, may offer a unique—and
perhaps the last—opportunity to reverse
the direction of the last several decades. It
will be up to the business community to
make sure that the opportunity is not
wasted,

merican industry is at a crossroads

where its own credibility is being
tested, and it is being given the option to
prove that it is willing to conduct its
affairs in a manner that is consistent with
public well-being.

Historian Arthur M. Schlesinger Jr., a
well-known supporter of Kennedy-style
Democratic policies, recently said at a
commencement address in Boston:

“History suggests that our present mood
is characteristic of those recurrent
moments in our national experience when
the American people are just plain worn
out. A glance at this century’s history
reminds us of the inherent rhythm in our
public affairs, the continuing alternation
between epochs of movement and epochs
of drift. ..

“We go through seasons of action,
idealism, reform and affirmative
government until our energies languish.
Then we long for respite and enter into
seasons of withdrawal, apathy, hedonism,

John P. Olsen, senior vp
with Fred S. James & Co.
Inc. in New York, made
these remarks at the
American Mancgement
Assns.” National Confer-
ence on Risk and Insur-
ance Management.

cynicism and negative government. . .”

In the same speech, he also observed,
“One may speak of the inevitability of
liberalism, for inflation and energy make
affirmative government a technical
imperative.”

Mr. Schlesinger represents the group
that believes the restoration of
conservative ideas in reducing the size of
government and changing the methods of
motivating productivity are to be defined
as negative and regressive. If the business

community does not respond positively to
the challenge to make private enterprise
an effective method of meeting the
common need, we will create a new liberal
agenda by default.

Such a failure would be the essence of
not coping in an environment where
coping is best described as moderating
what have ben unbearably burdensome
conditions in our marketplace.

Time magazine Editor-in-Chief Henry
Grunwald observes that the key to the

Here are the 20 rules that the
Commerce Department took off the
books this year:

® Hazardous waste management
regulations (Resource Conservation and
Recovery Act; 40 CFR, parts 260-267).

@ Criteria and standards of the
National Pollutant Discharge
Elimination System (Clean Water Act;
40 CFR, parts 122-125).

® Nuclear licensing requirements
(Atomic Energy Act; 10 CFR, part 150).

® Pre-treatment standards (Clean
Water Act; 40 CFR, part 403).

® Notification and testing
requirements for new chemical
substances (Toxic Substances Control
Act; 44 Fed. Reg. 2244, 44 Fed. Reg.
16260, 44 Fed. Reg. 59764, Fed. Reg.
74945, Fed. Reg. 8986).

® The OSHA cancer policy
(Occupational Safety and Health Act; 29
CFR 1990, 101 et. seq.).

® Incremental pricing of natural gas
(Natural Gas Policy Act; 44 Fed. Reg.
57726).

® “Prevailing wage” regulations
(Davis-Bacon Act; 29 CFR, part 1).

® Residential Conservation Service
program (Energy Conservation Policy
Act; 10 CFR, part 456; 46 Fed. Reg. 16186,
46 Fed. Reg. 2522, 46 Fed. Reg. 4482).

@ Coal conversion/alternative fuel
guidelines (Power Plant and Industrial

{.S. business is hoping
to erase the ‘terrible 20’

Fuel Use Act of 1978; Docket nos.
ERA-R-19D, ERA-R-80-32).

® Building energy performance
standards (Energy Conservation and
Protecton Act; 10 CFR, part 435).

@ Mine safety standards setting and
enforcement regulations (Mine Safety and
Health Act of 1977; 30 CFR, parts 55, 56,
and 57).

® Occupational safety: hearing
conservation regulation (Occupational
Safety and Health Act; 20 CFR, part 19-0,
95).

@ Medicaid/Medicare regulations (42
CFR, part 405).

® Occupational exposure to hazardous
substances (Occupational Safety and
Health Act; 19 CFR, part 19-0, subpart Z).

@ Patient package insert requirements
(Food and Drug Act, 21 CFR, part 203).

® Proposed rule requiring records and
reports of allegations of significant adverse
reactions to health or the environment
(Toxic Substances Control Act; Fed. Reg.
47008).

@ Affirmative action programs (Civil
Rights Act and Executive Order 11246;

4, CFR, part 60).

® Food labeling policy (Department of
Agriculture, Food and Drug
Administration, 9 CFR, part 317).

® Pension plan regulations (Employee
Retirement Income Security Act; 29 CFR
1510, 104, et. seq.). -

Illustration: Amy Palmer

American may well be:

. . .the fact that Americans want just
about everything, without considering or
fully understanding the cost. We want
freedom as well as order, individual
liberty as well as equality, safety as well as
the benefits of risk-taking, a wide-open
society as well as less crime, material
wealth as well as spiritual worth—without
stopping to think that each of these values
takes something away from the other.

o use an ungainly but accurate word,

we have forgotten the trade-offs. . .the
success. . .of drives (to promote special
interest objectives) has demonstrated that
we have an ability unmatched in any
other modern democracy to organize the
reshaping of society. The crucial task now
is to restrain this capacity and to guide it
toward broader issues, so as to make
possible at least a measure of consensus
and unity.”

There are two essential ideas expressed
here: that it is necessary to make
trade-offs and that it is necessary to try to
reshape our society while we can. This is
the proper definition of “coping” with the
economic and political life of this country
right now.

The greatest hazard facing us is that
American industry and commerce will
behave irresponsibly when it is given the
oppertunity to improve its own
self-regulation. The administration has
made it clear that the public-policy
objectives of existing legislation and
regulation are not being scattered to the
winds. Clean air, workplace safety,
manufacturing safety standards and basic
social welfare needs are not being dropped
from the U.S. public calendar.

What is being offered is the more
rational way of accomplishing those
objectives. To the extent that private
industry is able to assist in accomplishing
those objectives, it will be able to make
them more achievable, more effective and
less costly. To the extent that it fails to rise
to this challenge, it will invite the
continued development and
implementation of excessively complicated
and excessively restrictive regulatory
limitations. For this reason, the phrase
“corporate responsibility” is possibly more
crucial than it has ever been before in the
U.S. business community. Let

Continued on next page
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Real estate brokers’ liabilities explained

By William North

“Broker Beware”

By Fredrick J. Fisher

Reston Publishing Co. Inc., 1148 Sunset
Hills Road, Reston, Va. 22090

192 pages, $13.95

HE PUBLICATION of “Broker

Beware"” by Frederick J. Fisher comes
at an exceptionally opportune time. The
unprecedented escalation of housing
prices, the lack of conventional financing
sources and the greatly increased recourse
to creative financing techniques have
enhanced the need for brokerage services
and the importance of the real estate
broker to a degree never before seen in
this country.

The recent chaos of the real estate
marketplace has provided the broker with
a unique opportunity to shed all remaining
vestiges of his “Babbittonion” image as a
smooth-talking guide to houses that are
vacant or being vacated and to substitute,

William D. North is senior vp and general
counsel of the National Assn. of Realtors in
Chicago.

book & ideas

therefore, a professional image of creative
financing adviser as well as expert in real
estate marketing,.

But this transition requires a clear and
comprehensive understanding of the legal
relationships and obligations that
distinguish the professional from the
peddler. Mr. Fisher’s work is an excellent
analysis of those relationships and
obligations derived from the broker’s
status as an agent.

In simple and understandable prose, Mr.
Fisher presents an intelligent and
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intelligible outline of the duties of real
estate brokers as fiduciaries and
professionals. This is supported with both
meaningful illustrations of the principles
involved and legal authorities for the
principles themselves.

“Broker Beware," however, does not
stop with discussions of agency principles
and precedent but provides the reader
with practical insights and advice
concerning the types of lawsuit to which
the agent is most vulnerable as well as
sound recommendations of ways in which

American business and industry must ‘cope’
in the highly regulated environment of today

Continued from page 29

us consider some of the items of federal
activity to which U.S. business must
respond.

Currently, among the major items being
considered at the federal level are product
liability; all of the issues of privacy as they
relate to insurance and to the general
management of corporate affairs; oil-spill
liability and compensation; pollution
liability and the management of toxic
waste; nuclear liability and workers
compensation and occupational disease,
including reform of the most repugnant
features of the Longshoremen’s and
Harbor Workers' Act; problems related to
the Jones Act; and extended exposure
issues such as those relating to asbestosis.

Each of these reflects a problem that
will not go away; therefore, there must be
a method for dealing with the legitimate
concern of each group affected by those
problems.

The product liability legal forum is
unstable, Sixteen states have enacted
product liability reform measures, and in a
number of states as well as the U.S.
Congress, tort reform proposals are under
consideration.

In 1980, H.R. 7921, the Product Liability
Act of 1980, was introduced. It would have
eliminated negligence, strict liability and
breach of warranty as theories of liability
and established a single cause of action for
all product liability claims. It would have
codified strict liability in bench defect and
breach of warranty situations, but would
have expressly eliminated it in design and
warning cases, introducing, instead, the
continued need to establish an element of
negligence.

It would have created a rebuttable
presumption that products complying with
governmental standards or causing injury
more than ten years after sale were not
defective. It also dealt with the
relationships between workers
compensation and product liability,

punitive damages and unavoidably
dangerous aspects of products.

Unfortunately, that bill was not
seriously considered in the 1980 session
because of the election and subsequent
budgetary concern.

Also pending in that Congress was the
Risk Retention Act, which would have
authorized the creation of groups for the
purpose of self-insuring product liability.
A main feature of the Risk Retention Act
was that, once the capitalization
requirements of any state were met, all
states wold have to permit the risk
retention units to provide product liability
coverage for participating members in any
states where those members had product
liability exposures.

The Risk Retention Act was not enacted
during 1980, was promptly reintroduced in
1981, and—this is the important thing—as
a result of a coalition of business interests,
has cleared the House and Senate and was
signed by President Reagan.

That same coalition is now looking
forward to working on a product liability
reform law substantially similar to H.R.
7921.

The business community is beginning to
learn that when it can arrive at a
consensus, the consensus approach is much
more productive than the historically
adversarial methods that have been used
in other areas. It is interesting to note,
however, that while the legislative efforts
had been going on at both the federal and
state level to stabilize and make product
liability law more uniform, case law has
continued to produce inconsistent
decisions and a continuing expansion of
product sellers’ liability.

Workers compensation presents another
opportunity. National coalitions are being
formed to deal with the excesses and
abuses of the workers compensation law,
and to try to develop a reasonable and
realistic response to the legitimate
problems raised by occupational-disease

related disability. These coalitions can
expect to be heard at the legislative and
regulatory levels so long as the solutions
they propose are a legitimate response to
legitimate problems.

The mandatory financial responsibility
provisions of the environmental pollution
regulations relating to the disposal of toxic
wastes invite action. Very complex
regulations were proposed under the last
administration establishing the limits of
financial responsibility and also
mandating that such responsibility be
demonstrated by the purchase of
insurance. Those mandates are now being
reconsidered.

Can the objective of the law be met by a
different and less-restrictve method?
There is consideration being given to
delegating some of the standard setting to
the states. These regulations are now being
restudied, and everyone with an interest
in the subject should be making a point of
being heard.

The thought I would like to leave with
you is that one copes in the current federal
environment by responding to the
challenge of developing private enterprise
means to obtain public policy ends.
Increasingly, we can expect to see federal
intervention in our insurance- and risk
management-related concerns by the
establishment of federal power, which
must then be implemented by state
regulators, by state legislators or by
private compliance.

To the extent that private enterprise
response makes it unnecessary to generate
complex, expensive and unnecessary
regulations, we will have made a major
change in the orientation of a free
economy. To the extent that free economy
is perceived to be (as it truly is) the most
efficient way of satisfying the needs 0@
the largest number of people within our
political and economic community, some
of the future problems of coping may well
have been averted. =

the broker can limit legal liability through
contract and internal office systems.

If Mr. Fisher’s work warrants criticism,
that criticism should be directed to its
name, which appears to this reviewer to
appeal to those who prefer to be
frightened rather than educated.

Mr. Fisher tends to overstate the
probability that a broker will be sued for
breach of his fiduciary and professional
obligatons. But such exaggeration is at
most a harmless error considering the
disasterous consequences that Mr. Fisher
accurately describes if the broker is sued,

“Broker Beware” is a very good book
and one worth not only reading, but
retaining for ready reference. The broker
who heeds its advice and counsel will not
only minimize the risk of litigation but,
more important to enduring success, will
greatly enhance his professionalism.

@
Editor’s Note: Fredrick J. Fisher, the
author of the reviewed text, is a frequent
contributor to “Perspectives.” His book
raises interesting points about real estate
brokers’ liability in general and the allied
problems of insurance agents and brokers.

(_ legal briefs )

Health coverage
includes diagnosis,
appeals court rules

HE TERM “TREATMENT” used in a

group health insurance policy was a
broad term covering all of the steps taken
to cure the injury or disease and included
examination and diagnosis as well as
application of remedies, according to a
Louisiana appellate court.

Richard G. Lucito was covered under a
group hospitalization policy issued by Blue
Cross. The policy excluded coverage for
any hospitalization that, in the opinion of
the attending physician and the Blue Cross
physicians, was primarily for diagnostic
studies.

Mr. Lucito was hospitalized by his
physician with symptoms of diarrhea
because he could not ascertain the cause.
Tests disclosed that Mr. Lucito was
suffering from a peptic ulcer. He was
discharged and treatment continued at
home.

Blue Cross denied Mr. Lucito coverage
claiming the hospitalization was for
diagnostic studies.

The court concluded the policy language
was ambiguous in failing to differentiate
between “treatment” and “diagnostic
studies.”

The court believed that diagnostic
studies may be properly regarded as part
of the medical treatment. Thus, the court
said the policy should be construed against
the insurer. Lucito vs. Louisiana Hospital
Service Inc., Court of Appeals of
Louisiana, December 17, 1980
(BI/05/ Au.-$5).

These abstracts were prepared by Cases
Unlimited Inc. A copy of an entire decision
may be obtained by sending a check for $§5
made out to Cases Unlimited to Business
Insurance, 740 N. Rush St., Chicago, Il.
60611. Please list the case number.
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Views on risk managing vary worldwide

By KATHRYN J. McINTYRE

MONTE CARLO, Monaco—Risk
management departments must be
concerned with risks that offer
gains as well as loss before they
will be integrated with business fi-
nance and management sectors, a
Swiss professor argues.

Computer technology eventually
will transform risk management
into a routine financial function in
the corporation, a veteran Ameri-
can risk man-
ager predicts.

Risk managers
¥ still need to seek
the support of
top manage-
ment, muses an
Italian risk man-
ager relatively
new to the job.

These dif-
fering view-
points on the job
of risk management were pre-
sented during the International
Risk Management Conference in
Monte Carlo by speakers ad-
dressing Risk Management: The
State of the Art(s).

Matthias Haller, managing direc-
tor of the St. Gall School of Eco-
nomics in St. Gall, Switzerland,
complained that “risk management
is not integrated into business fi-
nance and management.” He cited
as proof the dearth of articles on

A\
Mr. Haller

risk-management topics appearing
in general business journals and
publications.

“Why is it so difficult to find a
good risk management story in a
regular business journal?” he
asked. “Why is a risk management
article an advertisement instead of
an editorial?” he asked, referring to
an advertising section in Fortune
magazine that focused on risk man-
agement.

Risk management suffers isola-
tion as a discipline for four reasons,
he conjectured: ¥

® Too much concentration on
assets and direct profitability.

® Too much concentration on
the technical or financial dimen-
sion.

® Separation of so-called pure
risks (those involving only the
chance of loss) and speculative
risks (those involving loss or gain).

® Confusion between the risk
management function and the
function of the risk manager.

Mr. Haller suggested that instead
of concentrating on assets and prof-
itability, the risk management pro-
cess be redefined to concentrate on
risk processes and overall vulnera-
bilities of business. The risk man-
ager should function in the com-
plete business environment includ-
ing technical, financial and social
concerns, he argued.

Most important, he maintained,
is that risk managers be involved in

Mr. Cox

account for less than 50%.

Many factors affect
International market

By STACY SHAPIRO

MONTE CARLO, Monaco—The international insurance market is
a tapestry woven by different people in different languages with
different regulations.

Risk managers with international exposures must
know how the international insurance market works
to weave an insurance program with colors that
match and won'’t run.

“The international insurance market is a tapestry
of diversity and complexity,” said John Cox, presi-
dent of the Insurance Co. of North America, at the
International Risk Management Conference in
Monte Carlo. “There are dramatic variations and
subtle differences in regions, countries, cultures,
economies and language. Insurarice is a function of
all of these factors.”

North America is no longer the king of insurance premiums in the
world and its throne has been slightly shifted, Mr. Cox said. North
American premiums were 64% of the world’s total in 1970, but today

Continued on page 35

in Monte Carlo.

Reviewing the responsibilities of the risk manager
today, Mr. Russell agreed that most are concerned

More responsibility ahead: Canadian

MONTE CARLO, Monaco—There is more respon-
sibility on the horizon for the sophisticated risk
manager, predicts a Canadian-based risk manager
with international responsibilities.

“I suggest the more advanced risk managers today
wi'l emerge in the next decade as important coordi-
nators and applicators of risk-management
techniques throughout the compary at the
vice-president level, with influence on long-term
planning,” Eckart Russell, risk manager for Alcan
Aluminum Ltd. in Montreal, said in closing remarks
at the International Risk Management Conference

inflation.

Political risks and foreign exchange rates are the
most ideal subjects of risk for the well-trained risk
manager, Mr. Russell suggested.

with the traditional risks of property, liability and
personnel losses.

But the host of risks in the political, social, techni-
cal and economic arenas deserves the risk manager’s
attention, he suggested. Among political risks, he
noted, are expropriation, inconvertibility of cur-
rency, breach of contract and export credit. Social
risks include labor strikes and harm to the environ-
ment. Obsolescence is a major technical risk, and
economic risks to be considered range from market
conditions to currency values and credit terms to

assessing speculative risks because
treating only pure risks “is too neg-
ative and management is positively
oriented.”

“The distinction has built up bar-
riers for risk management to inte-
grate fully in the area of normal
management,” he said. So far, only
risk managers operating captive in-
surers have any involvement in
speculative risks, he noted.

This advice, however, is not sug-
gesting that the risk manager could
assume the total responsibility for
handling all risks, but that the risk
manager play a decisive role of co-
ordination for the function.

Tracing the development of the

risk manager of the 1980s from the
insurance buyer of the 1950s
through the insurance manager of
the 1960s, Mr. Haller predicted that
the risk manager involved in the
analysis of all risks on an inte-
grated basis will be considered an
operational risk manager and that
the risk manager of all risks based
on strategic concepts, including
input into the management of a
risk/choice portfolio, will be con-
sidered the strategic risk manager.
James Mascarella, vp of insur-
ance at Gould Inc. in Rolling Mead-
ows, Ill., painted a different scen-
erio for the future and different
goals for the risk manager practic-

ing the state of the art.

Computer technology eventually
will transform risk management
into a routine financial function in
the corporation, much like cash
management and pension manage-
ment, he said.

Information on loss exposures,
loss history, corporate resources to
retain loss and earnings protection
goals will be fed into a computer,
analyzed and reconstructed to tell
management what its risk-financ-
ing program should be, he pre-
dicted.

In the meantime, the corporate
and legal environment, which dif-

Continued on page 34

Consider all pros and cons
before deciding on global plan

By KATHRYN J. McINTYRE
MONTE CARLO, Monaco—Assess your worldwide

The prerequisites are:

e A clear understanding of exposures.

insurance exposures, select a method to finance them handled.

and then sell the worldwide insurance pro-
grams to your foreign affiliates with diplo-
macy, nct as a dictator, ir.ternational insurance

experts advise.

“Knowing one’s own turf makes people less
inclined to take on worldwide insurance pro-
grams,” observed Harold Christensen, vice
chairman of AFIA, a consortium of insurers
aligned to provide insurance internationally.

“Local purchasing power allows the pur-
chase of inadequate insurance or too much in-
surance,” warned John A. Bogardus, president
of Alexander & Alexander, the U.S.-based in-

ternational brokerage.

There are four prerequisites for developing an inter-
national insurance program, added Henk M. Groot,
managing director of Bekouw Mendes B.V. in Amster-
dam, the third member of a panel addressing interna-
tional insurance programs at the International Risk

Mr. Groot

® A ciear understanding of how they are currently

e Identification of inconsistencies in these
programs.

® An analysis of all exposures, methods of
prevention, valuations, liabilities, existing po-
licies, premiums charged and claims history.

Risk managers have three options when de-
veloping an international insurance program,
Mr. Groot continued, and each has advantages
and disadvantages.

A global program using non-admitted insur-
ers where possible provides uniformity in rates
and conditions and can be designed to fulfill all
the insurance requirements established by the

risk manager. However, the use of non-admit-

Management Conference in Monte Carlo.

ted insurers is prohibited in some countries, or there
could be a tax penalty for such a program. Other disad-
vantages of the program include potential exchange
control problems and a failure to meet local insurance
requirements, Mr. Groot noted.

Continued on page 35
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Conference transcends boundaries

Continued from page 1

“I believe it’s because the whole
field of risk management is not as
developed elsewhere as in the U.S.
You have a lot of catching up to do.
Get together with U.S. risk manag-
ers and improve the stature and
credibility of risk management.”

No one seemed offended by his
bluntness, perhaps respecting his
international perspective from
being German-born, a German and
American broker and now a risk
manager in French Canada.

Cash-flow insurance plans, loss
forecasting, use of captive insur-
ance companies, expansion of the
job of risk management beyond
property, liability and loss of in-
come risks are the concerns of
American risk managers, while
many European risk managers are
still concentrating on better organ-
izing their insurance programs to
be sure fortuitous losses won't crip-
ple their organizations.

Some atiribute this to the larger
risks and bigger losses in North
America, with a more litigious so-
ciety, more generous judges and
juries and more costly workers
compensation programs.

Others complain that strong in-
surance traditions in other coun-
tries shackle the development of
risk management.

Still others say the development
of risk management programs in
different countries reflects the cul-
tural biases of each country.

“Americans get things done and
then deal with the mess later,” ex-
plained one North American. “Eu-
ropeans want all the answers first
before they act,” observed a Euro-
pean risk management expert.

While the differences were ap-
parent, the similarities were obvi-
ous, too. Risk managers every-
where are concerned with their po-
sition in their organizations and
how to develop and maintain a cor-
porate commitment to loss control.
They are frustrated by varying reg-
ulations in different countries that
can hamper their loss-funding
goals. They are constantly search-
ing for better ways to control and
prevent loss.

The two-day program appealed
to these common concerns.

Lively debate ensued in English
in a seminar on communications.
The main question was how you
give enough information to top
management so they understand
your job but not so much that they
are confused. Cut out the insurance
jargon and present your informa-
tion in financial terms was the gen-
eral conclusion.

A miniseminar on international
benefits conducted in French ex-
plored the ins and outs of funding
international benefits through in-
surer networks to cut overall cor-
porate costs.

And the Germans gathered to
debate the merits of installing
sprinklers and firewalls to qualify
as highly protected risks.

The general sessions, simultan-
eously translated for the regis-
trants, ranged from the theoretical
economic and risk management
meditations of Dr. Orio Giarini, un-
fortunately garbled for the En-
glish-speaking audience by mal-
functioning equipment, to the
basics of the risk management pro-
cess presented through the RIMS
film on risk management.

Sometimes it took a minute to
understand the translation, as
when the English interpreter said
“forestalling loss” for loss control
or “quality/price relationship” for
cost/benefit concerns.

Nonetheless, the messages came
across. Risk managers from around
the world went home more con-
vinced than ever that they have to
look beyond their own backyards
and keep in touch with insurance,

regulatory and political develop-
ments in foreign countries.

The Europeans went home with
a new understanding of cash-flow
insurance plans developed in the
United States and a warning from
Americans that if they adopt strict
liability for injurites caused by
products they had better add some
limitations or face the litigious
nightmare of the United States.

The Americans went home with
new insights about the regulation
of insurance in the Common Mar-
ket countries, which are inching
slowly toward opening their insur-

ance markets to competition from
insurers around the globe instead
of forcing the purchase of insur-
ance from local insurers as most do
now.

Risk managers from all countries
went home with new road maps to
traveling the international insur-
ance market, gleaned from the
meetings and stops they made at
foreign plants during their trip.

And a few risk managers learned
about probabilities from two differ-
ent sources: a session on loss fore-
casting and a seat at the roulette
table. =
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International risk managers
view profession differently

Continued from pege 32

fers fror company ta company and
country to country, cetermines
Fow close to “state ot the art” a risk

nmanager can develop, Mr. Ma-

scarella said.

The 28-year veteran of risk
management, who ir. th2 past year
was named to Gould’s operations
committee, describec 10 character-
istics of state-of-the-art risk man-
agement in the United States:

e A well-writien, precise
oderating plan govarns the risk
m.anagement function. Tae plan-es-
teblishes 12-month and five-year
goals, describes why they are im-
paortant and how they will be
achieved, and includes ar. organiza-
tion plan. Updated znnually, the
operating plan is an effective com-
munication tool and saurce of disci-
pline.

® The attitude is aniicipatory
rather than reactive. Time is spent
most on developing orograms for
future flexibility, nct reacting to
cr:ses, which have be=n prevented
by adequaze preparation.

® A financial orientation dic-
tates taat costly convencional in-
surance is used only as a _ast resort
after risk-retention ootions of de-
ductibles; retrospec:ively rated
programs and self-funding have
been exhausted.

# A risk managemznt informa-
tion svstem is used to znalyze expo-
sures and loss history and to deter-
mine tke m.ost cost-effective risk fi-
nancing methods and forecast the
future.

® The highly centralized pro-
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gram depends upon heavily decen-
tralized administration. If safety
and security are not in the risk
management department, the risk
manager coordinates programs
with those departments.

® The risk management depart-
ment reports to a key corporate of-
ficer and the risk manager exhibits
management rather than technical
expertise in dealings with top man-
agement.

® The manager is market-wise,
knowing what the market has to
offer and what the company needs,
possessing the ability to negotiate
openly and in good faith.

® The manager maintains an
open-door policy to stay current on
new market developments, but
would never take the new idea of
one market and give it to another
to implement. .

® The man-
ager uses inter-
mediaries to
augment staff
resources, nego-
tiating their
compensation
for work per-
formed, which is
generally con-
sulting work.

® The man-
ager functions as a manager, taking
the mystery out of the job for sen-
ior management by communicating
clearly without jargon and with the
confidence that the risk manage-
ment position is not a dead end in
the path to higher positions in the
corporation, '

Benedetto Salaroli, insurance
and risk manager for Fiat in
Torino, Italy, reviewed the risk
management program he has de-
veloped since 1977 for Fiat, which
presented a picture of textbook risk
management concerned only with
managing the pure risks of a cor-
poration.

Salaro]i

The former managing director of
an insurance company, Mr. Salaroli

‘centralized the risk-management

process for Fiat in two companies: a
risk management company based
in Lausanne, Switzerland, for
Fiat's international risks and a risk
management company in Torino
for Fiat’s Italian risks. He is man-
aging director of each company,
which centralizes Fiat's insurar.ce
purchases.

Mr. Salaroli also appointed a risk
manager for each of Fiat’s 11 divi-
sions; developed policy statements
and systems for identifying, mea-
suring, controlling and financiag
risks of property, liability and labor
loss; and became involved in secu-
rity and ecology issues.

The coordination of the insur-
ance-buying function, after setting
acceptable self-insurance limits,
and the application of risk-manags-
ment techniques have resulted _n
financial savings, better protecticn
of assets and greater awareness n
the company about the nature of
risk and controlling loss, Mr. Sa-
laroli-explained.

To accomplish this, however, en-
tailed overcoming such problems as
the human tendency to resist
change, the difficulty of finding
people to build a new organization
and the development of adminis-
trative systems, he said.

The Italian risk manager, pres-
enting a European view of risk
management, suggested that risx
managers need to further develos
their roles in companies by enlist-
ing the support and understanding

. of top management and the cooper-

ation of all employees in the orga-
nization.

Pointing out that risk is a compo-
nent of all activities and demon-
strating that managing risk is nec-
essary will speed the process, he
concluded. L

Cost of coverage decreases

MONTE CARLO, Monaco—Eu-
ropean manufacturers, which once
paid 10 times the European rate for
product liability insurance to cover
goods sold in the United States,
now pay only double or sometimes
even the same as the European
rate.

Competition among insurers and
recognition that they overreacted
to product liability losses in the
United States are improving the
cost and availability of product lia-
bility insurance for Europeans with
exposures in the United States, said
John Havers, group insurance
manager of Dunlop Ltd. in Erding-
ton, England.

Not only are prices down, but
Europeans also can again include
coverage on goods sold in the
United States in European liability
insurance policies, a standard prac-
tice denied when insurers started to
see huge product liability losses in
the United States.

At the same time, Europeans are
increasing their liability insurance
limits, assuming substantial deduct-
ibles protected by annual aggregate
stop-loss insurance and are becom-
ing more involved in the claims
handling process, he said. at the In-
ternational Risk Management Con-
ference in Monte Carlo.

“I believe this can make a sub-
stantial contribution,” Mr. Havers
said.

Dunlop, for example, won a
product liability case in the United
States by convincing the jury that it
was impractical to expect that the
company could manufacture a mo-
toreycle tire that wouldn’t lose air
after running over a nail. An in-
jured motorcyclist had sued, claim-

ing such a product defect.

Dunlop almost lost the case, how-
ever, for failure to warn, Mr
Havers recalled.

Product liability claims provide
important information for loss con-
trol, Mr. Havers added. “There’s no
harm in reminding the technical
staff of the results of their mis-
takes,” he said, and European risk
managers have turned this infor-
mation to positive use.

Europeans don't expect any
change in the cost of product liabil-
ity insurance until ‘1983 when in-
surers may start increasing prices
in response to underwriting losses.
he said.

The European Common Market's
directive on product liability,
which would establish strict liabil-
ity in the 10 member countries,
isn’t expected to pass until 1985 or
1986, he said.

Mr. Havers urged the audience,
however, to recognize dangers in
the current draft of the directive,
especially the loss of a state-of-the-
art defense. The law also should ad-
dress contributory negligence, he
said.

Edith Lichota, a former U.S. risk
manager and now vp for govern-
mental affairs for Insurance Co. of
North America, warned the Euro-
peans against strict liability with-
out some limitations on liability re-
cognizing misuse and abuse of
products.

The lack of such limitations in
the United States created its prod-
uct liability insurance problems,
she said. Without them in Europe,
“you may be looking down the
same tunnel we are trying to get
out of,” she warned. F
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(Assess global plans carefully

Continued from page 32

The second option, using an international insurer and buying local
service, offers more advantages, he contended. Local policies tha:
provide for local premium payment and claims handling can be
adapted to local practice and still provide protection in accordance
with the corporate standards. The only disadvantages are that few
insurance companies can provide the international service network
of local service and the price may not always be competitive.

The third option is to allow local insurance purchases and have the
parent corderation purchase a worldwide umbrella insurance pro-
gram, This approach satisfies local needs, provides local premium
payment and claims service and yet maintains overall protection in
accordance with the corporate standards. The disadvantages, how-
ever, are that the amount of underlying limits that can be purchased
locally in various countries is restricted, unique policy conditions or
claims service can't be arranged and the bulk purchasing power of
the other two programs is lost.

The results of using one of these approaches, however, should be a
consolidation of insurance into a known pattern to save money and
improve protection, while complying with local regulation.

In addition, the local subsidiaries should be provided with ade-
quate local brokerage service and a multinational insurance broker
consulted, Mr. Groot suggested.

Mr, Bogerdus of A&A agreed that a multinational insurance bro-
ker should help the risk manager develop the corporate risk man-
agement goals for presentation to top management. “Ycu must have
authority” to take a worldwide approach, he noted.

In selecting a multinational broker. the risk manager should
choose one with a capability to provide local service to all foreign
affiliates, whether through an owned office or a correspondent rela-
tionship, he said. But avoid using a local broker who is really more of
an agent Lsing a small number of insurers and lacking adequate
loss-contro: facilities, he advised.

“Seek an innovator,” he added, who offers a variety of profes-
sionals anc account executives who are free to travel with you to
your local plants and provide advice on loss control.

The results of such an integrated worldwide approach to risk man-
agement will be lower costs and improved communications, includ-
ing improved loss reporting, Mr. Bogardus said.

Mr. Christensen stressed that risk managers remember that this
year's insurance program will be important for decades to come and
the adequaty of insurance limits will be an issue. He recalled that he
recently ta'ked with reinsurance company executives who told how
this year they had just received the first notice of a claim filed under
a policy issued in 1937, another in 1948 and another in 1956,

“You have to look far ahead. You have to plot a program to deal
\with almos: interminable liability,” he advised.

Insurance markets, regulations
differ widely around the world

Continued from page 32

With this shift comes the recog-
nition that the insurance globe is
round and the risk manager and in-
surer must be on top of it, Mr. Cox
said.

“Nothing in America should
leave the Europezns indifferent
and the opposite should be true,”
agreed Pierre Esteva, president of
Union des Assurance de Paris, an-
other panel member.

“An insurer should learn the ob-
ligations of local insurance mar-
kets, for to insure a customer
abroad is to help him and to relieve
his difficulties.”

Risk managers everywhere need
to understand the different insur-
ance regulations in different coun-
tries, both speakers zgreed.

In Switzerland, Germany and
Sweden, for example, the tax auth-
orities allow insurers to build up
tax-free catastrophe reserves, but
in Britain all retained earnings are
taxed, Mr. Cox said, which is one of
the reasons why the Guardian
Royal Exchange set up a reinsur-
ance subsidiary in Switzerland
rather than in London.

Risk managers should be aware
that while the Middle Eastern in-
surers are growing in leaps and
bounds, they are unstructured and
unregulated, he said.

“This is partially because of reli-
gious and social taboos against in-
surance. In Saudi Arabia not only is
insurance considered to be a form
of money-lending proscribed by
the Koran, but it also indicates re-
sistance to the wil. of Allah,” he
said.

And risk managers should real-
ize that in Latin America insurance
is a byproduct of banking, said Mr.
Cox, and is limited by the laws of
the country,

“Risk managers are less active
and play a more subdued role,” Mr.
Cox said. “Government policy is
still telling' risk managers what
they can do.”

Mr. Esteva tried to describe the
French insurance market through
translators to the non-French
speaking sitting in the conference
hall. At the moment France has
three national insurance companies
and some nationalized brokers.
And all business must be done
through French-based insurers un-
less a policy is written by Lloyd’s of
London.

France is one of the countries
holding up a directive by the Euro-
pean Economic Community that
would open all borders to free in-
surance competition. But active
lobbying in Brussels by risk man-
agers and corporate insurance
buyers could help this directive
take effect,

Gerard Imbert, directeur des In-
stitutions Financiers for the EEC in
Brussels and another panel mem-
ber, is not too optimistic about the
free competition directive. There is
too much powerful opposition from
countries like France that are wor-
ried that competition will lead to
“snipers” in the markets.

So for now the Netherlands and
the United Kingdom are the only
European nations allowing open
competition among insurers, he
said.

And there are other EEC direct-
ives still being discussed that can
affect the future of multinationals
doing business in Europe. "he most
well-known of these is the product
liability directive, which would
adopt strict liability like that in the
United States and increase the al-
ready growing number of lawsuits
in countries like France, Belgium
and Luxemhbourg. The directive is
open for signature by the member
countries, but it may take another
four years or so for it to become
law.

What Europe needs, though, is
some good risk management lobby-
ing to perpetuate or avoid such di-
rectives, Mr. Cox said.

“In the European situation, there
is a increasing tendency tc let bro-
kers and/or insurance companies
do the lobbying. Risk managers
don’t get involved as individuals or
through organizations that influ-
ence legislation. In Eurcpe, risk
managers are less wary of the rela-
tionship between insurance com-
panies, brokers and the govern-
ment. They think the auchorities
are acting in their best ir.terests,”
Mr. Cox said.

Human nature, however, is to
concentrate on one's backyvard and
not the sands of the Middle East.
Mr. Cox suggested risk managers
fight this tendency.

“In this room, we all know that it
may be 4 a.m. on deserted Thread-
needle Street. But it's high noon on
the Straits of Hormuz. And in that
troubled area, the Lutine Bell may
well be tolling for you and for me,"
Mr. Cox said. u
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Higher brokerage payments
are necessary, M&M vp says

By KATHRYN J. McINTYRE

MONTE CARLO, Monazo—3e
prepaced for brokers to ask for
more than the commission cn your
insurance policy to market vour
risks.

“Remuneration for brokers in
1981 .s not encugh,” dezx_ared
Harcld R. Talbot Jr., senior vp zt
Marsh & McLennan International
in New York in an address at the
Interrational Risk Management
Conference in Monte Carlo.

While his fellow panelists de-
bated the merits of fees vs. commis-
sions, Mr. Talbot commented, “It's
about time we negotiated pay-
ment.’

“The issue doesn't get much at-
tention in the United States any-
more,’ he observed. “When prami-

ums were high, the subject was on
the table often. In the U.S. and
Canada, brokers were receptive to
fees. Today, we sometimes find
ourselves talking to deaf ears when
we talk about needing an increase
in compensation.”

Large clients requiring risk man
agement and brokerage services
can look forward to some pressure
to discuss higher fees. “They re-
quire more in advisory services,”
Mr. Talbot explained.

M&M does not advocate one pay-
ment period method over another
for these large clients. “There is not
one answer, one system of remu-
neration that is right,” he said.

M&M has accepted clients’ argu-
ments for compensation on a time
plus expenses basis, the method
used by other service professionals

like accountants and lawyers.
Many consultants say that would be
the fairest way to compensate bro-
kers. But only two of more than 900
M&M large accounts have asked
and are billed on a time and ex-
pense basis, Mr. Talbot noted.

M&M also finds it is spending
more to service former clients than
it ever gained in commission. Just
recently, $750,000 was spent serv-
ing a claim which occurred in the
1950s, Mr. Talbot said.

In the audience, Marsh &
McLennan Inc. President Robert
Clements whispered, “We were
paid a $1,000 commission for a pol-
icy in 1952, which we paid tax on.
And now we have three people
working on the retro adjustment.”

Mr. Talbot suggested that the fol-
lowing be considered in compen-

Safety rating gains European acceptance

By STACY SHAPIRO

MONTE CARLO, Monacy—The
Georgia-bern International Safety
Rating program, which rates corpo-
rate safety and emergency pre-
paredness the way critics rate
films, is now making stars ia Eu-
rope, its sponsor says.

The safaty managemen: teck-
nigque, wkich ranks workplaces
with one to five “stars” bzszd on
internationally applicable criteria,
is being marketed in Eurase by
Simon Greot, managing diractor of
Safeguard Risk Services B.V. in
Amsterdam, with permission of izs

It can't be avoided. But it can be analyzed and provided for.
We know the risks associated with the oil and
maritime industries. We can provide immediate, high-limit
binding coverage for your clients. And we can settle
claims locally.
If you're a licensed insurance broker or agent,
call us.

creator, Frank Bird, founder of the
International Loss Control Institute
of Loganville, Ga.

The program, which is designed
to stimulate organized management
of good safety principles and
worker enthusiasm for workplace
safety, is gaining popularity, Mr.
Groot said (B, Dec. 1, 1980).

“It's remarkable how much peo-
ple like to know their safety ac-
complishments, which is what the
five-star plan measures,” he told a
safety workshop at the Interna-
tional Risk Management Confer-
ence.

“Some say it is American and
won't work in Europe, but it does
work here,” he said.

The Mobil Oil Co. in Amsterdam
only qualified for one star when it
first started using the safety-rating
system because Mobil's technical
loss-contral methods were satisfac-
tory but not superior.

“The organizational basis failed,”
Mr. Groot said.

To improve its star rating, Mobil
adopted a written safety program
in 1981, establishing specific com-
pany policies. Now up to two stars,
Mobil is pushing forward for five
stars, the highest rating, he szid.

Datsun, which also uses the sys-
tem, has reduced losses 10% this
year because of the plan, Mr. Groot
said. Fiat in Italy also is inguiring
about the safety program.

The new European adherents
add extra credence to the tech-
nique’s international claims. The
rating system also is used by mines
in South Africa and oil rigs and re-
fineries owned by Gulf Oil and
Esso in Canada.

Even smaller companies, which
were put off by the program’s com-
plexity, are becoming more in-
terested, according to Mr. Groot.

“Smaller firms shied away from
the system because it looks too vo-
luminous, so we shortened the pro-
cedures from 21 steps to 16 steps for
them,” he said.

But not everyone needs or wants
the outside rating technique.

United Technologies Co., based
in Hartford, Conn,, does not use the
five-star program and may not
need to. Its risk manager stumbled
on the same techniques without
going through a formal checklist,
Mr. Groot explained.

If measured by the safety rating
program, United Technologies'
performance would come close to
the maximum 120-point or five-star
mark, he said.

United Technologies' loss-control
methods are simple for others to
execute, explained Michael
McDonald, the company’s risk
manager/administration.

First, the chief executive officer

must write a precise policy on loss
control, which is distributed to all
employees around the world.

Then an organization should be
created to follow through with
safety procedures and inspections.
Financial and loss data should be
collected to measure the results.

When you’ve revamped the
management technique, which
doesn't cost much money, you
should start spending money on
fire walls and other investments to
reduce losses that can’t be comple-
tely prevented.

“There’s no one who can control
your risk better than you can,” Mr.
McDonald said.

But you can get too elaborate in
your methods, he suggested. “We
want to keep our program simple,
especially in loss control, because
the people you need to talk to need
to know what you are talking
about.”

The United Technologies’ corpo-
rate policy on property conserva-
tion is only three paragraphs long,
but the loss-prevention point comes
across to the company's 230,000 em-
ployees because the copies they re-
ceived were signed by Chairman
and President Harry J. Bray, said
Mr. McDonald.

The policy reads: “It is the policy
of the corporation to prevent and
reduce losses through various es-
tablished property conservation
programs to the maximum extent
feasible in consonance with other
corporate objectives. Planning for
conservation of property shall start
with design and continue through
purchasing, fabrication, construc-
tion, operation and maintenance.
Adequate protective and corrective
equipment and measures shall be
provided and used.

“The protection of the worldwide
assets and earnings of the corpora-
tion against accidental loss,
whether by fire or any other
means, is a duty of all employees at
UTC. The formulation and imple-
mentation of sound financial pro-
tection programs and to provide
property conservation services to
both management and employees
in this area is a responsibility of the
treasurer-UTC.

“The UTC Risk and Insurance
Management Department and the
UTC Industrial Security Depart-
ment shall assist the treasurer-UTC
in carrying out this policy.”

Procedures for responding to
floods, hurricanes and earthquakes
were attached,

Once this policy was distributed,
Mr. McDonald's life became easier.
Now he implements the program in
aquick, basic and consistent way.

Mr. McDonald also noted that
corporate safety programs should
be consistent around the globe. =
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Retro plans not very popular In Europe

By STACY SHAPIRO

MONTE CARLO, Monaco—
Saome European risk managers
want to gamble on the “new”
American games of cash flow and
retro rating, but others don't want
to cash in their old insurance
methods.

The newfangled American ways
of delaying premium payments to
keep cash in-house .do work, the
doubters say, but they aren't neces-
sary in European risk manage-
ment.

“We see retrospective rating as a
convoluted method for burning
down the insurance rate,” Dennis
Farthing, group risk manager for
Rank Xerox in London, said at'the
International Risk Management
Conference.

“There will always be a place for
the retro plans in the States with
things like American workers com-
pensation. But for the United
Kingdom, it's not relevant.”

This could be true, said George
Betterley, president of the Better-
ley Consulting Group in Boston.
Few risk managers in countries
outside the United States have seen
such massive outlays for workers
compensation and product liability
premiums so the need for these
risk-taking plans hasn’t existed in
Europe.

Cash-flow plans offer buyers the
biggest advantage when they are
written for risks that produce
claims with a long payment pat-
tern.

Regulation in foreign countries

- ings through his own action,”

governing insurance company loss-
reserving methods also could create
difficulties in duplicating certain
cash-flow insurance plans gaining
popularity in the United States, one
insurance company employee from
Belgium noted.

Interest in retro plans is growing
every day, however, and Mr. Bet-
terley had a packed houseto listen

.to the American evolution of self-

insurance, retro rating and cash-
flow plans.

“Retro rating was the insurance
industry’s answer to the self-insur-
ance programs.going on in com-
panies for workers compensation in
the U.S.,” Mr. Betterley said.

“The retro came first, then the
captive came into being. And the
cash-flow plans are the answer to
the captive.

“With retrospective rating, a risk
manager and the company are

‘making decisions on where their

losses will fall,” Mr. Betterley said.
“If you are.a risk taker, with the
possibility that you may pay an
extra charge, then the retro plan is
for you.”

The retro plan adjusts the pre-
mium a policyholder will pay based
on the basic premiums, actual
losses, loss-handling charges plus
tax, Mr. Betterley told the attentive
audience. Loss-handling and basic
premium charges can be negotiated
and, therefore, reduced.

“The retrospective program
forces the insured to control his
losses and realize a premium sav-
said
J.H. van Male, director of the cargo

companies.
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George Betterly explains retro

plans.

department of Mees & Zoonen As-
surantien B.V. in the Netherlands.
“There is an element of risk on
both sides.”

Mr. van Male also explained to
his continental neighbors the dif-
ferences between incurred-loss,

paid-loss and depressed pay-in

retro.plans, new terms to many in
the audience.

The incurred-loss retro rating
plan is adjusted to reflect actual
losses, he said. The final premium
can be higher or lower than the one
based on predicted lesses. “The
plan assumes the policyholder be-
lieves there is a chance that losses
will be kept to a minimum and a
lower premium charged,” he said.

Under the paid-loss retro plan,
the policyholder pays an adminis-
trative premium and signs a prom-
issory note to the insurer for the
amount of predicted losses incurred
in a year.

This allows the policyholder to

Experts predict
mixed future

NEW YORK—The property/cas-
ualty insurance industry will see
better days in 1983 and 1984, ac-
cording to investment company of-
ficials.

But thev predict rough going in
the property/casualty sector until
then.

A. Michael Frinquelli, a vp at Sa-
lomon Brothers, said 1982 “looks at
best to be another drab year,” citing
inadequate premium rates, high'in-
terest rates.and underwriting prob-
lems.

Mr. Frinquelli, speaking at the

Insurance Information Institute’s | °
recent sixth research seminar, said”
he sees industry earnings recov-
ering in 1983 and 1984 and pre- -

dicted. more emphasis on fee for
service business.

But he added that he’s worried
about the national economic cli-
mate next year, citing the possibil-
ity of a severe credit crunch and a
recession.

He said that commercial lines
would be vulnerable to competitive
pressures in 1982 and that workers
compensation would could come
under significant pressure.

‘He said personal lines would
probably be a comfortakle area in
which to do business.

Leandro S. Galban Jr., a vp at
Donaldson, Lufkin and Jenrette,
said he believes that the industry’s
regulators are actively promoting
consumerist pricing policies that
reduce the resiliency of the busi-
ness,

Mr. Galban said that it takes
some type of major event to create
fear, and it is fear.that turns under-
writing cycles.

“When the turn happens—and it
will—the rew prosperity will not
be shared equally,” he said.

Mr. Galban said he believes that
insurers wil increasingly specialize
to improve their profit pictures. =

L%

hold onto what would be the in-
surer’s loss reserves until the in-
surer pays the claims.

The depressed pay-in retro plan
is also based on incurred losses.

- “But irstead of paying the forecast

premium to be adjusted later as
under the traditional retros, the in-
sured pays a premium adjusted to
the leval after losses,” he said. This
keeps the premium in hand.

There is also a compenszting bal-
ance p.an for cash-flow purposes,
said Mr. van Male, that involves

“banks accounts held by both the

policyholder and insurer. The
buyer.pays a premium to cover in-
curred losses. The insurance com-
pany deposits these loss reserves
into its bank account with the stip-
ulation that the policyholder gets
credit for the bank account to sat-
sify compensating balance require-
ments.

“The meaning of all these sys-
tems is that the money stays in the
hands of the assured, who can in-
vest it and make interest with it,”
Mr. var. Male said.

But although these plans may be
satisfactory, Mr. van Male'’s bro-
kerage ~ompany doesn’t offer them
to its clients.

“We do not sell those retrospec-
tive plans,” he said. “We are keen
on inncvations and modera devel-
opments, but the retrsopective rat-
ing system is not readily known,
certainly not on the Continent or
not.in England.

Europeans are most interested in
ways of saving money on property
and marine insurance ‘policies
rather than the workers compensa-
tion and product liability policies
that brought about these plans. But
retrospective rating for property

insurance isn’t prevalent in the
United States, Mr. Betterley szid,
and is not far along in its develnp-
ment.(The quick claims pa¥ment
doesn’t offer much time to capital-
ize on cash flow.

Mr. van Male, however, has set
up a marine “retro plan” for chem-
cial goods of a company with $30
million in revenues each year. “he
company previously bought an =11-
risk policy with a 1% deductible Zor
$325,000 annually. The new plan
may save the company more than
$25,000 each year.

The policyholder, however,

-doesn’t keep his hands on any of

the premium throughout the yzar
as under most cash-flow plans.
First, the company -pays a luqp
sum of $100,000 for the annual gre-
mium on the goods, which incluzes
$18,750 for war.and political risks. |
Then he pays the insurer anot:er
$100,000 “as a loan” to be sett.2d
later on the basis of a 140% l:ss
ratio during the previous yezr,
after deductibles.

“The loan is like an escrow zc-
count, I guess,” Mr. Betterley se:d,
“where you have to give the wh:le
amount to the-underwriter.”

“Claims which will be paid after
the period of 12 months after ihe
due date of a policy year w.ll e
brought over to the next polizy
year,” said Mr. van Male. And if
there’s a deficit balance at the ennd
of the year, it is brought over to the
next policy year.

“The underwriters said we kad to
bring the deficit over into the next
year,” said Mr, van Male in arswar
to questions.

“It’s not easy to buy retro plens n
our insurance markets, I can tzll
you that.” =
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Contingency coverage

necessary:

MONTE CARLO, Monaco—The
Soviets aren’t very good sports
when it comes to allowing contin-
gency insurance coverage into con-
tracts for goods in transit, said John
N. Havers, insurance manager for
Dunlop Ltd. in England.

The coverage, which would pro-
tect the manufacturer from liabil-
ity while the products are on Rus-
sian vessels, is usually charged to

. the purchaser of the cargo on the
contract. But the Soviets won’t pay.
for it.

And other countkies behind the
Iron Curtain, along with Cuba and
Iraq, bargain prices for foreign
products so low that the exporter
sometimes can't afford to fund the
contingency cover itself.

“We didn't take a contingency
cover because we were told by
them that we would never need it,”
said Mr. Havers. Unfortunately, the
Soviets recently have filed a
$100,000 claim against Dunlop for
goods that were damaged in transit
by water leakage.

“They say that the packaging
wasn’t adequate. But it's been 14
months since the stuff left Britain,
and where it went after it left our
docks is anybody’s guess,” Mr.
Havers told a panel on the marine
insurance global markets at the In-
ternational Risk Management Con-
ference on Monte Carlo.

“In comparison, the Chinese
claims payments are prompt and
fair,” said J. William Sherar, presi-
dent of Sherar, Cook & Gardner
Inc. in New Orleans, who was lis-
tening in.

But the panelists and audience
agreed that a company must de-
mand payment for the contingency
coverage on the contract for the
goods and refuse to send the cargo
if the premium is refused.

Another man in the audience
said he had the same trouble with
the Soviets and that’s what he did,
finally insuring with the Soviet
state insurance compnay.

But whenever cargo is being
transported by sea, the marine in-
surance contract should be exa-
mined carefully, all agreed. And it
shouldn't be signed until both sides
are satisfied with the liability ar-
rangements.

The insurance world should have
standard uniform contracts for all
parties, says Jacques Borniche, ma-
rine director of the maritime and
transport insurance division of
C.E.CAR. inParis.

“Underwriters should find a
standard form for marine insur-
ance, which should be cheaper,”
Mr, Borniche said.

In the new policy, he would in-
clude pilferage and theft in the all-
risks category, which is excluded in
French contracts. He would in-
clude coverage of fault or act of the
assured unless done by a willful
act, and have-an all-risk coverage
for on-deck containerized ship-
ments. And he would delete some
deductibles and make it simple
without any loopholes.

“Brokers spend their weekends
writing documents for various risks
and, frankly, I'm fed up with that.”

The answer to the insurance
problem may lie in purchasing a
global marine program that insures
cargo around the world, but not too
many companies are doing that,
said Jan M.C. Merckens, director of
the maritime department of Hudig
Langveldt Group in the Nether-
lands. International marine law is
the most complicated and diverse
regulation in the world and to draw
that together under one policy is
pretty impossible.

“There are few worldwide pro-
grams in operation. There seem to
be more covering non-marine in-

Panelists

surance than marine cargo insur-
ance. But there are advantages.
There are lower rates, larger condi-
tions obtained and gaps covered,”
Mr. Merckens said. And subsi-
diaries can be brought in as well.

The risk manager must know
first what he wants covered and its
destination. Do you insure the
cargo- from warehouse to ware-
house, while it’s sitting in someone
else’s storage or on semebody else’s
ship? Do you insure it for political
and war risks because there it could
be confiscated? And who should be
zovered for liability?

“It can be useful to insure the
goods to the end of their journey,”
Mr. Merckens said. Especially if it's
going to the Soviets, the others
agreed. u
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special or specific needs.

“Our success has expanded our
financial base, as well as our marketing
capabilities and operating facilities.

We're prepared for further growth in
Professional Liability; Excess Liability; i
Commercial Umbrella; Directors and = -
Officers Liability and Property Cover- =
ages. Our areas of special expertise
include Workers' Compensation;
General Liability; Auto Liability; and
Facultative Reinsurance. i

“If you'd like to know more about o
how the Ideal combination can work -
for you, please send the coupon for
our brochure or give us a call.”

Risk-Management muddie?
You ought to know the
Ideal combination.

Edward P. Lalley

President

NAME

To: Marketing Department
Ideal Mutual Insurance Company
260 Madison Avenue, New York. NY 10016
Tel. 212/685-3300

Yes, 'm interested in the |deal combination.

TITLE

COMPANY

ADDRESS
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Vermont now has the most
favorable captive insurance law

in the country.

‘And we think Burlington is the only place
in Vermont to do business.

There are alot of reasons why
Burlington, Vermont is a good
place to do business and to live.

If you manage a captive insur- -
ance company, the state’s new
law was designed for you.

Anotherreason is location.
Regular air service makes it poss-
ible to be in New York in an

-hour. You can fly.to Boston,
Chicago.- New York, and Wash-
ington in the morning, do your
business and return-home all in
the same day. The nation’s 6th
largest lake is at our doorstep.
The East’s best skiing is an hour

enclosed parking.

occupancy.

Vermont's workers have a of Vermont
reputation for being more pro-
ductive, Three-fourths of the

state’s workforce lives within ‘802-863-2311

commuting distance from
downtown Burlington.

These qualities plus an array of
cultural and educational resources
are reason enough to consider
locating in Burlington.

If you're interested, Park Plaza
could be just the right address.
We're located in-the center of
the state’s largest central business
district...exclusive office space, and

Now leasing for winter
“For leasing information:
away. Investors Corporation

1795 Williston Road
Burlington, Vermont 05401

pany in a progressive style.

companies have experienced.

-ropean companies.

Management Conference.

It's also suffering some of the
same growth problems the U.S.

F.L. Smidth & Co. A/S of Copen-
hagen, specialists in machinery and
equipmert for the cement industry,
owns a Danish-based ‘captive in-
surer, an insurance broker and a
consultant to serve the parent com-
pany's insurance and risk manage-
ment nzeds and also to serve unre-
lated companies. It is among an es-
timated 100 captives owned by Eu-

The ‘development of the insur-
ance business in the 1970s has
strengthened ‘the com»any’s risk
management program, reduced its
insurarce costs and .is producing
profits, Smidth risk mznager Erik
Ladelund told a seminar on cap-
tives at the International Risk

A member of the U.S.-based
Captive Insurance Cos. Assn., Mr.
* Ladelund is' an enthusiastic sup-
‘porter of. captive insurance com-
panies as both a risk-funding

ICW’S NEW
WORKERS' COMPENSATION
. “REPORT TO MANAGEMENT"”’
'MAKES EVERY
'OTHER PROGRAM
OBSOLETE BECAUSE:

] Managemem receives a regular report on how the
premium dollars are being spent and recapping
loss prevention activity.

® You know each month who got injured, how they
got mjured where they got injured and what the
cost is. You know whether the case is in litigation
or vocational rehab.

® We review each medical and hospital bill to make
sure charges are in line with medical fee schedules.

* Savings last year averaged 19% on doctor bills and
30% on pharmacy bills. These savings are passed
on through experience rating and dividends.

® We give our Producers and Policyholders an
opportunity to'review their losses before the
Experience Rating.Report is filed with the State
Rating Bureau.

The Company with Solutions

5P INSURANCE

- CUMPANY
.‘Y N OF THE WEST

Member of Western Insurance
Holdings Group

PACKAGES + COMMERCIAL AUTO + UMBRELLA LIABILITY -

SIMPLIFIED PAKS + BONDS « LIFE

SAN DIEGO

3570 Camino del Rio North, San Diego, CA 92108
Phone: (800) 532-3702 or (714) 5634600

ORANGE COUNTY

17852 E. 17th St., Suite 108, Tustin, CA 92680
Phone: (714) 730-8421

LOS ANGELES

-20335 Ventura Blvd., Suite 225, Woodland Hills, CA 91364

Phone: (213) 704-5781
WALNUT CREEK
150 M. Wiget Lane, Suite 114, Walnut Creek, CA 94598
Phone: (800) 6424401 or (415) 937-9460
FRESNO
770 E. Shaw Ave., Suite 225, Fresno. CA 93710
Phone: (209) 227 5266
PHOENIX

. 2525 E. Arizona Biltmore Circle, Phoenix, AZ 85016
Phone: (602) 955-7878
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Erik Ladelund expects Smidth’s
- insurance operations to grow.

‘method and.a potential profit cen-

ter.
Although formed in 1919, Foren-
ede Assurandorer A/S was mostly

"a dormant-captive insurer until -

1970, when Smidth also purchased
the insurance .broking company
Thielst to complement the com-
pany.

In 1971, the concentration was on
serving the parent organization. In
1976, a risk management consulting
firm, Risk Management Consult
ApS, was created to-work with cli-
ents on an independent consulting
basis and the emphasis became
profit-center oriented.

Today, a 35-person staff manages
the insurance company and
agency, producing gross premiums
of $9 million for the insurer and $2

‘million in brokered premium for

the agency. Of the $11 million, $8
million is for insurance for the
Smidth Group.

Of the $4 million net premium
written by the insurer, $1 million is
affiliated business.

The main lines of insurance
written are fire and marine, but
since 1979 the insurer has been au-
thorized to issue workers compen-

Danish captive cuts costs,
earns profits for its parent

By KATHRYN J. McINTYRE

MONTE CARLO, Monaco—Eu-
ropeans use more captive brokers
than captive insurance companies,
but one Danish company is devel-
oping its captive insurance com-

sation insurance and has written
other non-life lines of business. The
company also is an investor in Ber-
muda-based Laguna Reinsurance
Co. Litd.

Mr. Ladelund expects the insur-
ance business to produce a pretax
profit of $1.5 million to $2 million.

While there has been steady pre-
mium growth since 1972, under-
writing profit has decreased since
1978. Losses on-a treaty accepted
out of London and losses on busi-
ness underwritten by Laguna have
hurt, Mr. Ladelund admitted.

Finding good reinsurance busi-
ness to assume has been a major

-problem, Mr. Ladelund explained,

although now he says he is seeing
more promising offers from rein-
surers and hopes to develop risk
exchanges with other captives.

Finding qualified staff also has-
been a problem, he noted, a com-
plaint shared by many managers of
captives trying to grow into com-
mercial insurance and reinsurance
ventures.

‘And although concerned about
keeping management interest in
the insurance division, which is a
small part of the Smidth group's
$800 million in sales, Mr. Ladelund
sees increased interest in the cap-
tive because members of the parent
company'’s board of directors sit on
the captive's board.

Mr. Ladelund suggested that
having parent company board
members on the captive board is
more productive than using outside
brokers and managers on the cap-
tive's board.

Future growth for the insurance
division is expected through con-
sulting services to companies out-
side the parent organization. The
insurance needs of the parent com-
pany, under heavy competitive
pressure in the world market, are
not expected to increase, and the
captive will not underwrite insur-
ance in Denmark for unrelated
companies.

Operators of private aircraft
may be underinsured: Study

By JOHN MILLER

ZURICH, Switzerland—Private
aircraft operators may be heavily
underinsured compared with the
world's major commercial airlines,
according to a major survey of
aviation exposures by Swiss Rein-
surance Co.

Aviation damage awards are ex-
pected to continue to rise, espe-
cially in the United States, and in-

.surance limits of $500 million are

already common, according to the
Swiss Re study.

But private aircraft operators
often restrict their liability cover-
age to what they can afford, rather
than thinking in terms of the limits
maintained by the major commeri-
cal airlines, the study says.

Swiss Re warns that this pro-
duces “considerable disparity”
among various operators using the
same airport.

“It can be argued that at such an
airport the pilot of a small private
aircraft with a third-party (liability
coverage) limit of $1 million is
more likely to make a mistake
leading to a collision than the com-
mander of a commercial jet with a
$500 million limit,” the study main-
tians.

“Such a collision can easily cost

- more than $100 million, yet the pri-

vate operator will have cover of
only $1 million,

“In such circumstances there are
arguments in favor of imposing a
uniform minimum policy limit for

all operators sharing the same air-
port.”

Damage award trends in the
United States will be accepted by
the world’s aviation insurers, the
survey says, since it generates two-
thirds of the world’s aviation liabil-
ity premiums.

“The U.S. Constitution guaran-
tees the right to trial by jury, and
after several million-dollar awards
in the '70s, there is no ground for
thinking that here will be any ceil-
ing on them in the 1980s,” Swiss Re
adds,

The study notes that liability in-
surance limits available to airlines
and manufacturers already exceeds
$500 million.

A typical aviation claim is more
than $100 million, the Swiss Re
survey said. It.is made up of a hull
loss of $60 million; passenger liabi-
lities (300 people at $150,000 each),
$45 million; cargo, mail and bag-
gage, $6 million; consequential air-
line expenses and lost profit, $3
million; erew payments, $2 million;
and ground liabilities, $1 million.

The growth of commercial satel-
lites may lead that sector of the
aerospace industry to demand the
highest limits for third-party liabil-
ity, Swiss Re suggests.

The only hope of restraining the
trend toward stricter liability for
air transport operators and suppli-
ers is if consumer groups realize
that higher liability limits will raise
the cost of air service, the report
says. a
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“Most die first,” he szid.

Bill seeks federal asbestos benefit rules

Continued from page 3

ufacturers and miners that once
made or currently do make as-
bestos products.

They have been saddled with
product liability lawsuits from
workers who were denied benefits
under the workers compensation
system or who want to gain more
compensation than it provides.

The bill isn't perfect, says Donald
W. Ungemah, associate corporate
counsel for Johns-Manville Corp.
in Denver, one of the largest manu-
facturers of asbestos materials.
“But it's a start.”

“The existing system isn't fair to
the worker,” he told the legislation
committee of the International
Assn. of Industrial Accident Boards
and Commissions, which met in
Des Moines, lowa, earlier this
month.

He said manufacturers would
welcome paying their share of the
benefits under the legislation,
rather than continue to pay exorbi-
tant amounts to defend product lia-
bility suits filed by workers.

“Why should the asbestos indus-
try be free from product liability?”
asked Mike Gillman, director of
the Michigan Workers Compensa-
tion Board.

Asbestosis is a unique disease
that is fairly easy to diagnose, un-
like many other forms of occupa-
tional disease, Mr. Ungemah said.

Without federal minimum bene-
fit standards that all responsible
parties would share, the claims will
continue to tax the court system, he
said.

“This legislation is the first step
toward finding a workable solu-
tion,” he told the committee mem-
bers, who are studying the pro-
posal.

The real benefit of the legisla-
tion, said William Bailey, senior vp
and claims counsel for Commercial
Union Insurance Co., would be for
the worker, who would get the
benefits when needed.

Colorado begins
investment plan

DENVER—The state of Colorado
has selected the Great-West Life
Assurance Co. to provide a fixed
annuity investment option in a
newly established deferred com-
pensation plan for state employees.

The plan, affecting more than
56,000 state workers, allows em-
ployees to set aside up to 25% of
their annual gross income—a maxi-
mum of $7,500 per year—in tax-de-
ferred investments.

Under the Great-West Annuity
Plan, the company provides a fixed
annuity with a current interest rate
of 15.5%. The plan features a
guaranteed rate of interest and
guaranteed income at retirement.

Employees may choose from 11
income options at retirement rang-
ing from a lump-sum cash with-
drawal to guaranteed lifetime in-
come.

The Denver-based insurer offers
similar contracts in Idaho, North
Carolina, South Caroclina and Min-
nesota.

Colorado’s deferred compensa-
tion plan includes two additional
options.

Empire Savings, a Colorado sav-
ings and loan association, offers a
savings option, while Massachusetts
Financial Services of Boston pro-
vides a variable annuity option.

The state’s plan will be adminis-
tered by National Plan Coordina-
tors of Long Beach, Calif.

State employees choosing to en-
roll in the plan may invest in more
than one option.

Participation in the plan is vol-
untary and is in addition to the
state’s Public Employees Retire-
ment Plan, which is already in ef-
fect. @

However, the problem with the
bill, Mr. Bailey said, is that the ap-
portionment process could be a ter-
ribly zomplex system that would
end up taxing the stats compensa-
tion board as much as past litigation
has thz eourts.

“This bill comes at a bad time,”
he cortinued. “Why would the fed-
eral gaovernment bail out industry,
especially in the Reagonomics
era?

The Alliance of American Insur-
ers is categorically opposed to the
kill, said Andre Maisonpierre, sen-
ior vp

“There's no need to create a par-
ticular asbestos law when we have
existing products and workers
com:pensation laws,” he said.

“We've had enough experience
with kblack lung (program) to know

programs like that just don’t work,”
Mr. Maisonpierre said. !

Sen. Hart’s bill, which he said
was “headed no place,” wouldn't
solve any problems, except perhaps
bring some relief to manufacturers,
he said. [

The AFL-CIO is also critical of
the bill and said employees would
lose, not gain, benefits if the bill is
passed.

“True, it is a burcen for the
worker to pursue his benefits
through litigation,” said Peggy Se-
menario, an industrial hygienist
with the AFL-CIO in Washington.

“But the outcome can be very
successful for the disabied worker,”
she said. |

“What we're advocating is a total
overhaul of the workers compensa-
tion system to deal with occupa-
tional disease.” | .

‘

" Asbestos firms form lobby group

Continued from page 3

“The responsible industry would still provide the major portion of
the funds needed for compensation. The asbestos industry wants to
deal with the problem,” she insisted.

She estimated that 7,000 lawsuits involving some 12,000 claimants
are pending in courts in 40 states.

When a worker receives a settlement, attorneys’ fees and expenses
regularly consume 33% to 50% of the award, she said.

Cases are backlogged in the courts with for 90-day to two-year
delays before trial, she said.

Some of the manufacturers are looking for relief because their
insurance policy limits for product liability coverage are almost ex-
hausted, one insurance claims source pointed out. For example,
Johns-Manville’s auditors qualified the company’s 1980 financial re-
port because of uncertainty over whether its insurance will cover its
potential liability.

“Some of the smaller asbestos manufacturers are getting desper-
ate,” the claims source said. “It wouldn’t surprise me if we see one or

two of them go out of business soon.”

“Business Insurance
makes me aware of
fechniques that

help my
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-Financial V.2

In my company, the risk manager and the employee benefits

manager report to me. Business Insurance provides me with the
many articles and features directly bearing on the financial aspects of

loss prevention, risk funding and benefits.

| am particularly interested in the description of new techniques in risk and benefits
financing, cash flow plans, self-insurance, and health insurance cost containment.
Business Insurance gives me that information, and much more, week after week.

Being a busy executive with many responsibilities, | appreciate getting this information quickly and
concisely so that | can discuss new plans, projects and financial aspects of risk and benefits with my staff,
top management, our brokers, consultants and underwriters.

Business Insurance makes me aware of many practices and technigues that help my corporation stay financially
sound. As far as I'm concerned, when it comes to insurance, risk management and benefits . . . Business Insurance

is the only game in town.
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Reagan to decide competition bills’ fate

Continued from page 3
dous inflation in medical and
health insurance costs.

Employees have sought and won
increasingly generous benefit
plans.

Since these employer-sponsored
plans cover most exposures, em-
ployees have little incentive to con-
trol costs, boosting the demand for
health services and placing mount-
ing inflationary pressures on the
health care delivery system, pro-
competition supporters say.

“Restoring cost consciousness to
providers and consumers is intrin-
sic to any solution for rising health
care costs,” says Michael Bromberg,
executive director of the Federa-
tion of American Hospitals, the
most articulate supporter of pro-
competition legislation.

But opponents—including insur-
ers, employee benefit managers

and labor groups—view the pro-
competition concept as misguided,
even dangerous.

“It is encouraging people to play
Russian roulette with their health
care,” says Bert Seidman, the vet-
eran director of the AFL-CIO’s de-
partment of Social Security. “Some
people would guess wrong and
bankrupt themselves:”

‘Irreparable harm’

“By implementing something na-
tionwide—if it doesn't work—you
may have caused irreparable harm
to the world’s best, albeit most ex-
pensive, health care delivery sys-
tem,” adds Henry A. DiPrete, vp
for group insurance operations at
John Hancock Mutual Insurance
Co. in Boston.

Of the three major pro-competi-
tion bills pending in Congress, the

Saex has it all.

SAEX

THE BEST UMBRELLA
MARKET IN THE

The Saex Group Introduces the best um-
brella market in the United States today.
Unlimited capacity, liberal underwriting,
lowest rates and top commissions, too —

The SAEX Group — Underwrltln%Ofﬂce
474 Appleton Street, P.O. Box 1310, Holyoke,
Tel., (413) 538-8261 Mass. WATS, 1-800-332-3847.
Nalional WATS, 1-800-628-9017. Telex, 95-5494.
' Cable, saex-ins-hlke.

Send in an application and find out for
yourself what a difference the Saex Group
can make for your agency.

ass. 01041

most attention has focused on Rep.
Gephardt’s “National Health Care
Reform Act of 1981,” H.R. 850,
which he and Mr. Stockman also
introduced last year (BI, June 9,
1980).

Rep. Gephardt's plan would not
mandate that an employer offer a
set number of health insurance
plans. Instead, employees could
choose the plan offered by his em-
ployer or another federally “quali-
fied” health insurance plan on the
market.

To be qualified, a health insur-
ance plan would have to meet cer-
tain federal requirements, such as a
limit on the amount of out-of-
pocket expenses an employee could
incur in a year.

An employer could continue to
contribute any amount it wants to
an employee health insurance plan,
but any contribution over the aver-
age community premium would be
taxable to the employee.

Employees selecting qualified
plans costing less than the em-
ployer's contribution would collect
a tax-free rebate of up to $500 an-
naully.

Sen. Hatch’s bill

Sen. Orrin Hatch, R-Utah, chair-
man of the Senate Labor and
Human " Resources Committee, has
proposed in his “Comprehensive
Health Care Reform Act,” S. 139, to
require companies wita at least 200
employees to offer their employees
a choice of three competing health
insurance plans. He says if insurers
are forced to compete, lower premi-
ums and better benefits will result.

To encourage cost-sharing, Sen.
Hatch wants one of the three plans
to allow employees themselves to
pay 25% of their hospital bills up to
20% of a family’s income.

The employee would receive a
tax-free rebate equal to the differ-
ence between the premium for the
low-cost, high-coninsurance plan
and the other plans offered.

For example, if a company’s
comprehensive indemnity plan cost
the employer $100 a month for
family coverage and the low-cost
plan cost $70 a month, the em-
ployee opting for the cheaper plan
would receive a tax-free rebate of
$30 a month.

The Hatch bill would limit tax-
free benefits to the amount the em-
ployer contibutes to the most costly
health insurance plan, to which at
least 10% of the employees belong.

Sen. David Durenberger, R-
Minn,, in his “Health Incentives
Reform Act of 1981," §. 433, would

~ e

f
yin the reinsurance industry. Burt and Scheld, a member
of Ormond Reinsurance Group, can handle all your -

facultative needs — dollar for dollar — with the best service

in the industry!

For more information, call us today, TOLL FREE at US
800/874-4840 or in FL 800/342-5621

BURT AND SCHELD

Post Office Box 2574/Ormond Beach, Florida 32074
TELEX 56-509/Answer Back BURTSHELD ORBH

A Member of the ORMOND REINSURANCE GROUP

require employers with at least 100
employees to offer a choice of three
different health insurance plans.

The employee would have to pay
taxes on any employer contribution
that exceeds $125 a month for a
family health insurance plan. For
example, if a company pays $150 a
month for family coverage, the em-
ployee would pay federal income
taxes on the $25.

Rebates would be available to
employees opting for the low-cost
plans, but the rebates would be tax-
able.

The three bills all would require
employer plans to pay catastrophic
health insurance bills. The Duren-
berger bill would limit an em-
ployee’s annual out-of-pocket med-
ical expenses to $3,500, while the
Gephardt bill limits it to $2,900.
The Hatch proposal requires a plan
to pick up all costs that exceed 20%
of an employee’s annual family in-
come.

If an employee is laid off, the em-
ployer’s plan could continue to
cover the employee for three
months under the Gephardt bill,
one month under the Durenberger
measure and six months under the
Hatch bill.

While Sen. Hatch and and Rep.
Gephardt propose that employers
provide a wide range of preventive
benefits in their plans, Sen. Duren-
berger doesn’t mandate any.

All of the bills require that the
employee receive the full differ-
ence, in the form of a cash rebate,
between the cost of the most ex-
pensive plan that the employer
offers and the medical plan the em-
ployee selects.

Limitations on the amount of
group health insurance an em-
ployee could receive and the avail-
ability of rebates for subscribing to
a low-cost health plan alarm labor
groups.

Plan could backfire

The AFL-CIO’s Mr. Seidman
says the rebate feature could back-
fire and add to health insurance
costs. For example, an employee
who selects a low-cost, high deduct-
ible plan in hopes of getting a re-
bate, may delay seeing a doctor.
Such delays could mean more ex-
pensive treatment later for an un-
detected malady.

Mr. Seidman warns that employ-
ees who opt for low-cost plans
could go broke when they get hit
with huge health care bills and find
their health insurance plans don't
cover them,

Mr. Bromberg of the Federation
of American Hospitals disputes this
argument. The pro-competition
bills now bhefore Congress place a
limit on the annual out-of-pocket
expenses an employee would pay,
he says.

Mr. Bromberg also notes that
health insurance plans now are not
required to pay for catastrophic
health care costs, though most do
anyway.

Employers who have already of-
fered their employees a choice of
health insurance plans say multiple
offerings have resulted in benefit
communication problems and ill
will against the employer.

“It is difficult enough to explain
one benefit package to 40,000 em-
ployees. What if you were forced to
offer three different plans? The
problems would increase substan-
tially,” said Gary Grove, vp of
compensation and benefits at Mar-
riott Corp. in Bethesda, Md.

Several years ago, Marriott of-
fered employees the choice of a less
expensive, low-option plan or a
more costly, high-option plan.

“It was an experiment that
proved unsuccessful for us,” Mr,
Grove said.

Employees who had elected the
low-option plan and then became

ill were saddled with big medical
bills. They blamed Marriott for
their lack of coverage even though
the company explained the benefits
offered under both plans.

“We were getting the guff” Mr.
Grove explained. Other benefit
managers whose companies also of-
fered the choice of plans report
similar experiences.

Insurers say if employers are
forced to offer several health insur-
ance plans, the elderly and those in
poor health will opt for compre-
hensive coverage and young,
healthy workers will take the low-
cost plans. This will result in ad-
verse risk selection,

‘No cost savings’

“The cost disparity between the
two plans would become extreme,”
said John Ahearn, counsel for
Aetna Life & Casualty Co. in Hart-
ford, Conn. “There would be no
cost savings.”

Adverse risk selection also could
limit the availability of health
maintenance organizations, which
traditionally have provided very
broad benefits, say HMO experts.

“The sick and those anticipating
substantial health care costs would
be the most likely to select the
comprehensive coverage offered by
HMOs and other carriers,” predicts
Donald Schaller, vp of the Group
Health Assn. of America, an HMO
trade association.

Rates for HMOs would rise until
they are out of reach, and the gap
between them and rates for health
insurance plans selected by the pre-
ferred risks would gradually
widen, he says.

“Adverse selection means that
the cost of health care will become
prohibitive for those who need it
the most,” according to Mr.
Schaller.

But Mr. Bromberg of the hospital
trade group says there is no reason
why one group of people should
subsidize another group.

Although those opposed to pro-
competition legislation seem to far
outnumber the supporters, the issue
remains very much alive. “The ad-
ministration is clearly favorably
disposed to the idea,” the AFL-
CIO’s Mr. Seidman says. “The ad-
ministration has pulled a number
of things out of a hat before and I'm
not one to underestimate the ad-
ministration.”

Other health experts, such as
Aetna's Mr. Ahearn, see substantial
revisions in the pending proposals.
“We are in the learning stages of
this debate where the bills are ex-
treme and try to do everything.”

During the next phase of the pro-
competition debate, which will
begin when the administration un-
veils its proposal, the measures will
be much more narrowly focused.

For example, Andrew Webber,
assistant director of the Washing-
ton Business Group on Health, sees
pro-competition advocates making
their greatest mark in the Medicare
area.

For example, Mr. Gephardt and
Rep. Willis Gradison, R-Ohio, have
proposed in another bill that the el-
derly who are eligible for Medicare
receive vouchers from the federal
government that would allow them
to buy health insurance coverage
from private insurers. The Ge-
phardt-Gradison bill wouldn’t
force any changes in employer-
sponsored health insurance plans
for Medicare.

The Federation of American
Hospitals’ Mr. Bromberg believes
that intense business opposition has
permanently derailed mandates for
employers to offer multiple health
insurance plans, but other aspects
of pro-competition legislation, such
as capping the amount of tax-free
health insurance benefits, are still
very much alive, he says. (]
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® A free sample issue of the new
Employers Health Benefits
Newsletter is available from Per-
sonnel Research Associates. The

newsletter is designed for persons

concerned about health care costs,
the administration of group health
insurance plans or health mainte-
nance organizations, Write Person-
nel Research Associates, 49
Oakridge Rd., Verona, N.J. 07044.

® As part of a continuing educa-
tional program, the National Coun-
cil on Compensation Insurance has
published a booklet entitled The
Basis of Premium for Workers
Compensation Insurance. The
fifth in a series, it explains in non-
technical language, why total pay-
roll is used as a basis of premium
for workers compensation insur-
ance. The booklet includes discus-
sions of necessary and desirable

GAO criticizes
PBGC operation

Continued from page 3

to 10 years, contains basic informa-
tion about company's plan benefits
and design,

In addition, about 179,000 pen-
sion plans with 10 million partici-
pants either haven't filed SPDs, or
they did file but the department
can't find the summaries,

The GAO says the high cost of
storing SPDs—so far, about $1 mil-
lion—outweighs the benefits. The
Labor Department receives an av-
erage of just 950 requests to exam-
ine SPDs each year.

Because of low demand and inef-
ficient record keeping, the GAO
recommends that ERISA be
amended so that employers no
longer would have to routinely file
SPDs with the Labor Department.

Instead, they only would be re-
quired to file plan descriptions at
the Labor Department'’s request.

Rep. John Erlenborn, R-Ill, and
Sen. Don Nickles, R-Okla,, have
sponsored legislation (BI, Oct. 19)
that would eliminate the summary
plan description filing require-
ment, as the GAO recommends.
Their bill also would overhaul
ERISA so that only one federal
agency—a newly created Employee
Benefits Administration—would
enforce the pension law. Currently,
three agencies—the PBGC, the IRS
and the Labor Department—ad-
minister ERISA,

“The GAO study underscores the
inefficiency, waste and duplication
that continues to plague ERISA as a
result of multi-agency administra-
ton,” Rep. Erlenborn said. =

characteristies of a premium base
and the history of the use of the
payroll base. Several appendixes to
the booklet inelude explanation of
payroll limitation and effect of ex-
perience rating. Copies are $1.
Write Public Affairs Department,
NCCIL One Penn Plaza, New York,
N.Y. 20119,

® Cclleges, universities and
schocls offering courses in risk
management can now obtain a spe-
cial two-volume adaptation of The
Merritt Co.’s Risk Management
Manual authored by Matthew
Lenz Jr., CPCU, ARM. The special
college edition includes major por-
tions from the complete manual
and is organized specifically for
classraom instruction. Volume I of
the two paperback volumes covers
basic risk management concepts,
exposure identification, risk analy-

sis & evaluation, risk control, risk
retention and non-insurance trans-
fer of risk. Volume 2 provides in-
formation on insurance, valuation
and marketing, disaster planning,
loss handling and communications.
The edition is available only to ac-
credited schools and educational
institutions. A review copy may be
obtained by writing The Merritt
Co., Dept. 20701, Box 955, Santa
Monica, Calif. 90406.

® Interstudy, a health care policy
research firm, has established a
Competitive Health Markets Re-
source Center. An information
and referral service, the Resource
Center can assist individuals and
organizations interested in HMOs,
other competitive medical plans
and the competition strategy for
health system reform. The Center
has developed a series of four gen-

“eral information packets for em-

ployers, union members and con-
sumers, physicians and hospitals’
The packet for employers includes

an introduction to prepaid health
care and HMOs, descriptions of dif-
ferent business efforts to promote
competition in local health markets
and an example of materials used
by employers to explain HMOs to
employees. The cost is $15. Write
Interstudy, Box S, 5715 Christmas
Lake Road, Excelsior, Minn. 55331;
or call 612-474-1176.

® BNA Communications Inc. has
released a new safety film, Fire
Safety in Cuiting and Welding.
Produced by the Allied Corp., the
film illustrates the necessary steps
to eliminate or greatly reduce the
risk of fire or explosion before,
during and after any cutting or
welding job involving gas or elec-
tric welding equipement. A 12-page
workbook with background infor-
mation, questions and answers is
also included. The film is a 14-min-
ute sound and color transfer from
videotape. It is available for license
or rental in 16mm film, %-inch vi-
deocassette, Betamax or VHS. Costs

are $295 to license and $95 for a
three-day rental. A 24-hour pre-
view of the 16mm film is $30.
Workbooks are $1 each with a min-
imum order of 10. For further in-
formation, write BNA Commmuni-
cations Inec., 9417 Decoverly Hall
Road, Rockville, Md. 20850; or call
301-948-0540.

® The 1981-82 edition of the
Membership Directory of the Na-
tional Assn. of Independent Insur-
ance Adjusters is now available.
The directory, known as The Blue
Book, was mailed to all member
firm offices, insurance company
claims executives, insurance man-
agers and allied and trade associa-
tion representatives. The current
edition includes the NAIIA's inter-
national associates, code of ethics,
constitutiton and bylaws, officers,
national advisory council system
and committees. Additional copies
can be obtained through NAAIA's
Executive Office, 175 W. Jackson
Blvd., Chicago, I11. 60604, =

It may pa

to separate
your Texas
workers’

comp coverage.

Placing workers'
compensation with Texas
Employers' saved our .
policyholders aver $82.7 million
In 1980 alone. Even though the
state of Texas sets rates for all
carriers in Texas, we're able to
return savings from operational
efficiencies (yours and ours)
direclly to our policyholders.
That's why many national
companies separate the Texas
portion of their workers'
compensation coverage.

Find out how separate Texas
coverage may pay off for you,
Call our National Accounts
Division at 214/653-8100.

tesmiesas TEXAE EMPLOYERS'

nsurance
Ea ASSOCIATION
5 P. O. Box 2759

Dallas, Texas 75221

Employers Insurance of Texas:

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

Employers National Life Insurance Co.

52 great issues coming up!
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S0.

ISSUE DATE AD CLOSING

EMPLOYEE
BENEFITS

GROUP INSURANCE

more to ¢come :

ISSUE DATE AD CLOSING

47. CANADA MARKET REPORT NOV 23 Nov 11
48. NOV 30 Nov 18
49. DEC 7 Nov 24
50. EMPLOYEE BENEFITS/GROUP INSURANCE DEC 14 Dec 1
51. DEC 21 Dec 9
52. DEC 28 Dec 15
1. MARKET PREVIEW/INFO FOR BUYERS JAN 4,°'82 Dec 21, '81
2. JAN 11 Dec 28
3. Risk Management Board Survey JAN 18 Jan 6, '82
4. SELF-INSURANCE JAN 25 Jan 12
5. FEB 1 Jan 20
6. Employee Benefits Board Survey FEB 8 Jan 27
7. RISK MANAGEMENT SERVICES FEB Feb 2

Reach the decision makers in the insurance marketplace 52 times a year in the industry's communications leader . . . Business !nsu;apce.
For your convenience, we have listed all upcoming issues for the next few months along with special editorial information and advertising
closing dates. Avoid the rush. Be where the action is this week and every week.

‘business
insurance

2 publication of Crain Communications Inc.

Hew York: 220 East 42nd Street, NY 10017 (212) 210-0133 Chicage: 740 Rush Street, IL 60611 (312) 648-5275 Los Angeles: 6404 Wilshire Blvd., CA 90048 (213) 651-3710
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Hall buys Jartran to stymie Ryder’s bid

Continued from page 2
capital-intensive business.

Hall also said it had been investi-
gating Jartran possibilities since
April.

The Hall announcement was
practically a mirror-image of the
previous Ryder annoucement,
which explained how it sought tax
advantages by investing in a non-

Although the Jartran acquisition
probably would allow Hall to use its
excess tax credits, according to Mr.
Wilson, the key question is
whether Jartran can maks money.

“If Jartran could be made profit-
able, it makes sense to wan: to use
the excess tax credits. From a man-
agement point of view, there are
some similarities between an insur-

‘ance brokerage and a -ental or

In 1680, Jartran had consolidated
revenues of about $79.7 million and
a net loss of nearly $32 million. In
1981, the firm discontinued some
unprofitable lines of operation and
in the first eight months had about
$63.4 million in consolidated reve-
nues and consolidated losses of
about $24.4 million. Losses from the
discontinued lines alone topped $26
million.

lion in 1980, nearly 16% better than
1979 and says it believes a restruc-
turing of Jartran and its infusion of
capital will allow the rental firm to
be finzncially viable and remain a
compezitive force in its industry.

Though neither Hall, Jartran
nor Ryder would comment further
on the speed and structure of the
latest acquisition, industry observ-

some protection from a Ryder take-
over.

Most observers, however, ex-
pected Hall to seek a safe havan
with a British brokerage like Secg-
wick Group, which recently broxe
off discussions with brokerage
Alexander & Alexander Se:vices
Inc. Hall, however, already owns a
large U.K. firm, Leslie & Gecdw:n,
which has both Lloyd’s and retail

capital intensive business.

leasing firm,” he said.

Hall had revenues of $309.6 mil-

ers had predicted Hall would seek

brokerage operations. ]

classified advertising

R R AR Ty TR

Published every Monday. Copy in written form in Chicago office not later than
noon Monday, 7 days preceding publication date. Display classified: takes card
rate of $55.00 per column inch with card discounts on size and frequency. Cash
with order. Responses to Business Insurance blind box ads are forwarded daily.

RATES AND CLOSING TIME:

Mail ads to Barbara Tosheff, Business Insurance, Classified Advertising Dert.,
740 N. Rush St., Chicago,IL 60611.Call (312)649-5340 for more information. Telex
Number: 25-4248. No verbal phone copy accepted. Responses to Business Insur-
ance blind box advertisements must fit into a regular business-size envelope.

Business Insurance

Circulation
Breakdown*

Commercial Consumers

Administrative Management
owners, presidents,
vps, etc. 6,635
Financial Management:
chief financial officers,
vps of finance, secretaries,
treasurers, etc. 9,335
Insurance Management:
vps, directors, managers of
insurance, risk, benefits,
compensation, safety,
security, etc. 5112
Gaovernment, Associations,
Unions, Educational

Institutions 952
Commercial Consumers

Sub-total 22,034
Insurance Agents

& Brokers 9,486
Insurance Cos. 4,486
Financial Institutions 292

Actuaries, Attorneys,
Adjusters, Appraisers

& Consultants 2,135
Others allied to the field 752
TOTAL 39,188

*Source: Business/Occupational
breakdown of qualified circulation,
May 4, 1981 issue, as submitted to
BPA for June 1981, BPA Publisher's
Statement.

&nsuiting /Executive Search
To the Insurance Industry

PAUL E. RUNKLE
ASSOCIATES. INC.

One Chase Road
Scarsdale, New York 10583
(914) 725-0773

VICE PRESIDENT

Major Insurance firm seeks Indi- * Corporate
v dual with background in Rein- B

sJrance &/or Property & Casualty. l:‘u!mnnl * Insurance
International exp. a definite plus, acement Company

but not mandatory. Will consider
indiv. from an Insurance Co., Brok-
erage or Corp environment. Salary
commensurate with exper. Call or
Send resume in complete confi-

+ Brokerage

MARTY HODES, ARM
(212) &97-3358

dence to: A. BIEBER IRM Division
a. bieber Insurance Risk
212-349-0710 Management

170 Broadway, N.Y., N.Y. 10038 —— Career Guides Agency ——]

b,

(all fees paid by client companies) 415 Lex. Ave., NYC 10017

CLAIMS MANAGEMENT

Medical claims management posi-
tion exists for individual having
extensive claims settlement/audit-
ing background. Approximately 15
years experience desirable. This is
a newly created position with re-
sponsibility for  company-wide
management of claims activity.
Please respond to:

AMERICAN BENEFITS
ADMINISTRATORS

13132 Newport Ave.
Suite 212
Tustin, CA. 92680

Attn: Lee Parry

INSURANCE
MANAGER

The University of Missouri-Central
Administration seeks an individual
to manage the property, casualty,
surety insurance and self-insurance
programs of the University System.

A Bachelor's degree in Business
Administration with emphasis in
Insurance/Risk Management or an
quivalent combination of educa-

Risk Management

Executive Recruiting For
Corporations, Brokerages
& Insurance Companies
Contact:

Chuck Hubbard
(212) 598-2662

METRIC

11 E. 44 St.
New York, NY 10017

el

tion and experience is necessary.
Four to five years of experience
in Insurance and Loss Prevention
and Control is necessary. CPCU
and experience in 2 higher educa-
tion environment is preferred.
Please submit resume by Novem-
ber 6, 1981 to:

UNIVERSITY OF MISSOURI
PERSONNEL SERVICES
309 Hitt Street
Columbia, MO 65211

AN AFFIRMATIVE ACTION/
EQUAL OPPORTUNITY EMPLOYER

CORPORATE INSURANCE MANAGER

We are a leading Fortune 100 manufacturer and distributor of
consumer goods and services, headquartered in Chicago,
and have an outstanding opportunity for an experienced In.
surance Professional.

The successful candidate will have the full scope of respon-
sibility in the insurance and risk management programs.
Foreign insurance and claim backgreund is a plus.

Qualified candidates will have a degree in business and/or
insurance witn 5-7 years of good solid experience in property
and casualty insurance. CPCU and/or RM certificate desired.
Nationwide travel (approximately 25 percent) is required.
This position reports to the Director of Insurance and Loss
Prevention, and offers an excellent salary with bonus pos-
:n_b;hnest and benefits package. Please send resume and salary
istory to:

Box 502, BUSINESS INSURANCE
740 Rush St. Chicago, lil. 60611
An Equa' Opportunity Employer M/F[H

DIRECTOR
RISK MANAGEMENT &
EMPLOYEE BENEFITS

This is an exceptional career opportunity for a
Risk Management professional with a track re-
cord of success. To qualify for this position, you
should be degreed, have at least 8-10 years
experience in risk management with a major
corporation or carrier. Experience in employee
benefit program funding is a definite plus.

You will be responsible for the management of
the risk and employee benefit functions. Specific

——Risk Managemeni—;

CASUALTY ACTUARY

Experience required in Commercial
end/or Professional Liability for posi-
ton as Consulting Actuary with major
R.sk Management Consulting and Ac-
tuarial Firm. Please send resume and
sslary requirements in confidence to!
W. C. MOORE
POST OFFICE BOX 240367
CHARLOTTE, NC 28224

PARTIAL LIST OF
AGENCIES FOR SALE

Oriando—$1,000,000 Premiums,
$145,000 Commissions
Minmi—i],oun,ﬁﬂﬂ Premiums,
$120,000 Commissions
Hallywood—Large well-established,
heavy in Commercial Lines,
excellent terms
Lakeland—3$700,000 Premiums,
$82,000 Commissions
Tampa—S50-50 Personal /Commercial

Lines
Fort Lauderdale—$900,000 Prem-
iums, $170,000 Commissions
Orlande—3$700,000 Personal Lines
afgency looking for working partner.
If you are selling or buying, contact

I4A, 1079 S. Semoran Bivd., Winter
Park, Florida, 32792, (305) 678-9489
or details.

|
Bl Classifieds: !
|
Assurance for |
|
quality results! !

NATIONAL
SALES FORCE

We are looking for aggressive,
bright people to join our ma-
tional sales force.

Protected markets are avail-
able for the right casualty,
life and benefit people. Witn-
out giving up your curreat
business arrangement, zn es.
tablished automobile dealar
employee benefit program cf-
fers an excellent opportunizy
to supplement your income
while using our prodict :o
build your business.

Far further information contact:

Sales/Marketing Dept.
V.LP. Acau%v
P.O. Box 536

Teaneck, NJ 07666
(201) 837-1500

REINSURANCE
CLAIMS

Cologne Reinsurance Company of
America, an affiliate of the world's
oldest reinsurance company, seeks
a manager to direct its claim de-
partment in Stamford, Conn. The
ideal candidate will have a mini-
mum of five years' experience in
all aspects of claim department
oaerations, with emphasis in the
c3sualty areas of reinsurance or
excess and surplus lines. This Is
a ground floor career opportunity,
offering a competitive compensa-
tion package. Principals only. Reply
in confidence, enclosing resume or
salary requirements to:

Personnel Officer
COLOGNE REINSURANCE COMPANY
OF AMERICA
30 Oak Street
Stamford, CT 06905-5379

s

New York, N.Y. 10038
(212) 227-8000 )

For a

Cg)ncise
Logical
!Approach
Risk

Mana gemen:
Recruiting

LC-1C

Associates, Inc.
170 Broadway

POSITIONS OPEN

Alameda-Contra Costa Tronsit District, Oakland, CA

The following outstanding career opportunities are available with this pro-
gressive, publicly-owned, San Francisco Bay Area transit system: ASSIS-
TANT RISK MANAGER — new position; principally responsible for monij-
toring, coordinating and supervising risk and insurance claims manage-
ment, litigation, administration, and processing. Requires college degree
or equivalent, and significant supervisory and administrative experience
in risk and insurance management. SAFETY COORDINATOR — management
level position responsible for district-wide safety and loss control program
administration, CUSTOMER INFORMATION SUPERVISOR — principal respon-
equivalent, and significant industrial safety and loss control management
experience. SECURITY COORDINATOR — new position; responsible for the
development, monitoring, supervision, and management of district-wide
security systems including building security, personal security, and the
security of money and equipment. Requires college degree or equivalent
and significant experience as a sworn peace officer developing and man-
aging comprehensive approaches to security problems including contract
administrator. CUSTOMER INFORMATION SUPERVISOR — principal respon-
sibility for supervising, directing, scheduling and monitoring customer
service and public information operations. 43 full-time staff. Requires
significant supervisory experience in telephone information/customer
service activities.

Salary for each of the above positions is open, depending upon qualifica-
tions. Submit resume (including work-related references and curre;_'lt sal-
ary) by: November 30, 1981, for Assistant Risk Manager and Security Co-
ordinator; December 15, 1981, for Safety Coordinator and Customer
Information Supervisor to, Ralph Andersen and Associates, 1446 Ethan
Way, Suite 101, Sacramento, California 95825. (916)929-5575.

AFFIRMATIVE ACTION/EQUAL OPPORTUNITY EMPLOYER

accountabilities will include exposure identifica-
tion/analysis, group benefit plan design, cost/
funding analysis, broker/carrier negotiation and
related general management responsibilities.

We are one of the country’s fastest growing
corporations with systemwide sales over $1 bil-
lion annually.

Compensation in the $40's along with bonus
participation, full relocation and other fringes
plus a complete package of comprehensive ben-
efits. Respond in complete confidence to:

Box 501, BUSINESS INSURANCE
740 Rush St., Chicago, lll. 60611

An Equal Opportunity Employer M/F/H

PRESIDENT

Insurance and Financial Service Co.

Growing, independent, off-shore organization seeks
experienced executive to direct its overall oper-
ations. As President the individual recruited will
be responsible for broadening the current business
base and expanding client financial service func-
tions. Of particular interest would be someone
with indepth experience in property and casualty

insurance, home office administration, underwrit-
ing and business development.

To the right person we will offer unusual oppor- &
tunity for personal growth in an environment

where individual contribution will be obvious.
Headquarterssare in attractive resort area. Salary

open and dependent on qualifications and earn-

ings history. Send resume in confidence to:

Box 499, BUSINESS INSURANCE
. 740 Rush St., Chicago, Ill. 60611
An Equal Opportunity Employer M/F/H
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Keene jackpot: $300 million in coverage

Continued from page 1
product liability insurance that was
written.

A $10,000 reward offered last

year for information leading to dis-
covery of those missing liability
contracts generated a number of
leads and phone calls but no poli-

29, 1980).

cies, Mr. Foster reported (BI, Dec.

Keene believes that its ashestos
subsidiaries were insured by New

(

By RHONDA L. RUNDLE

Asbestos makers now have three conflicting court
rulings that explain how their insurers should pay
product liability losses. But the issue is even cloudier
because nobody knows for sure how these rules
would work in practice.

Forty-eight Insulations Inc., Eagle-Picher Indus-
tries Inc. and Keene Corp. all benefit from their re-
spective court rulings, which in turn proclaim expo-
sure, manifestation and triple trigger theories of lia-
bility.

But none of the decisions is final, and insurers
have not yet begun the thorny task of applying
these complex theories to actual claims payment. “It
would be a waste of time at this point,” noted one
insurance company attorney.

$3 million limit

Typical of many comprehensive general liability
policies written before the 1960s, insurer A’s $25,000
primary coverage is written on a per-occurrence
basis with no annual aggregate. The insurer’s liabil-
ity is limited only by the size and number of valid
claims presented to it.

This fictitious asbestos maker first purchased ex-
cess insurance in 1965 and steadily increased limits
up to the present.

After 1976, the policyholder could no longer pur-
chase guaranteed-cost product liability insurance

Under this theory, all insurers that provide cover-
age when a claimant is exposed to the policyholder’s
product must defend and indemnify the policy-
holder if liability is found.

Insurers A, B and C share the loss prorated over
their portion of the total 20-year exposure beginning

Insurer Liability

A 25% = $250,000
B 50% = $500,000
c 25% = $250,000

This rule assigns liability for indemnity and de-

- fense costs to the insurer providing coverage at the

time a claimant’s disease is finally discovered or
diagnosed.

Many asbestos makers could no longer obtain
guaranteed-cost product liability insurance after the
mid-1970s when claims began to be reported in vast
numbers.

Inhalation exposure, exposure in residence (the
entire course of development until diagnosis) and
manifestation of asbestos disease all trigger coverage
under this theory.

The policyholder may assign each $1 million
claim to any insurer on the risk from initial expo-

Available limits per claim

The dollars and sense
of asbestos coverage

Until insurers begin to tackle the practical appli-
cation problem, precise payment formulas are
largely an exercise in interpretation of the various
court opinions.

The following scenario developed by Business In-
surance to illustrate how liability policies might re-
spond under the three theories is based on discus-
sions with claims attorneys for several major insur-
ers grappling with the problem.

The hypothetical insurance program outlined
below is not necessarily typical, however. Each as-
bestos manufacturer’s insurance program and pat-
tern of claims is different. This policyholder, for ex-
ample, has the least amount of coverage under the
manifestation theory. But Eagle-Picher prefers
manifestation because it maximizes coverage under
its set of facts.

Insurer Policy Period Primary Excess Total Insurance
A 1940-55 $25,000 per occurrence — $25,000 per occurrence
B 1955-65 $300,000/$300,000 — $300,000
per occurrence/aggregate
c 1965-71 $500,000/$500,000 $25 million $25.5 million
per occurrence/aggregate
D 1971-76 $2 million $30 million $32 million
E 1976-81 Cost-plus plan $35 million $35 million after $3 million

per claim/aggregate loss

and switched to a cost-plus plan that provides $35
million excess coverage for single claims and annual
aggregate losses that exceed $3 million,

To evaluate how the program would respond
under different liability theories, assume that the
policyholder is ordered to pay five $1 million
awards against it. The claimants were exposed to
asbestos over a 20-year period beginning in 1951.
Their asbestos-related diseases were diagnosed in
1977.

Exposure/48 Insulations:

in 1951. Insurer A was on the risk for five years or
25% of the loss, B for 10 years or 50% of the loss and
C for five years or 25% of the loss.

If the asbestos maker had been self-insured dur-
ing any part of that 20-year period, it would pay its
pro-rata defense and loss costs alongside its insurers.

Multiple limits (3) available

$ 25,000 $125,000
$300,000 $300,000
$250,000 $250,000 +
$1im excess
Total insurance available $2,675,000

Manifestation/Eagle-Picher:

In this hypothetical case, the policyholder’s $35
million excess coverage is attached after $3 million
is paid out by the policyholder.

The excess coverage, therefore, provides $2 mil-
lion in insurance. The policyholder pays loss and
administrative costs for each claim under $3 million.

Total insurance available: $2 million

Triple trigger/Keene:

sure in 1951 through manifestation in 1977. Insurers
A through E are each potentially liable. This hypo-
thetical asbestos maker would clearly choose to as-
sign the claims to insurer C or D whose high limits
would fully cover the loss.

Total insurance available: $5 million

Jersey Manufacturers Insurance
Co. from 1939 through 1943 and by
Pennsylvania Manufacturers Assn.
Insurance Co. from 1948 through
1959. The PMA coverage is in liti-
gation.

The bulk of Keene'’s claims have
been reported since the mid-1970s,
with new ones flooding in at a rate
of 400 a month. Under the manifes-
tation theory of liability, which
triggers coverage after an injury is
discovered or diagnosed, most of
Keene'’s claims fall to insurers on
the risk during recent years.

After 1977, when asbestos claims
began to multiply, Keene’s insur-
ance program underwent a dra-
matic change. Primary insurer Lib-
erty Mutual increased Keene's
liability policy deductible to $50,000
and removed the maximum pre-
mium provision from its retrospec-
tively rated plan,

“These high deductibles effec-
tively turn the program into self-
insurance,” Mr. Foster said. That’s
because Keene'’s claim settlements
average $2,700 and the vast major-
ity of claims fall within the deduct-
ible amount.

Losses that exceed the deductible
but are less than a $100,000 stop-
loss provision go into the retro cal-
culation. Liberty Mutual pays loss
costs above $100,000 up to its $1
million policy limits.

The excess coverage attaches
after Keene has paid out annual
aggregate asbestos loss costs of $2
million or above single claims that
top $1 million.

Defense costs figure into the
retro premium calculation but do
not swell the aggregate. Since
Keene's retro has no maximum
premium, defense costs must ulti-
mately be paid by Keene and are
limited only to its demand for legal
services.

So far Keene has paid about $10
million in asbestos losses and de-
fense costs, Mr. Foster said. Claim-
ants are asking for “all the money
in the world,” but Keene calculates
its total liability at about $27 mil-
lion—10,000 claims at an average of
$2,700 apiece.

While the Keene decision largely
lets the manufacturer off the hook,
it appears to shift the full burden of
the asbestos coverage quandary
back onto the shoulders of the in-
surance industry.

The insurers will have to find a
way to allocate loss costs when
more than one policy applies to a
claim. After the policyholder is
fully indemnified, the question of
ultimate liability will remain.

“When more than one policy ap-

[

plies to a loss, the ‘other insurance
provisions of each policy provide a
scheme by which the insurers’ lia-
bility is to be apportioned,” the
court said.

But the court’s guidance on this
point is not much help because it
directs insurers back to policy lan-
guage that is ambiguous and that
got them into the mess in the first
place, one insurance company at-
torney observed.

Keene’s insurers will be reluc-
tant to act on the decision until all
available legal remedies are ex-
hausted. The Insurance Co. of
North America petititoned the
Court of Appeals for a rehearing
Oct. 15. If it fails, INA will most
likely ask the U.S. Supreme Court
to review the decision, a senior
spokesman said.

Three other petitions for review
of similar asbestos coverage cases
already are pending before the
high court. Attorneys for INA and
Liberty Mutual say the Supreme
Court will decide whether to grant
review to two appellate court deci-
sions—INA vs. 48 Insulations and
Porter vs. American Optical Corp.
—on or after Nov. 13.

With nearly 25 other asbestos
coverage lawsuits pending, the in-
surance industry is anxious for the
Supreme Court to resolve the con-
troversy.

Insurers are predicting the worst
as a result of this decision. They
speculate that a manufacturer
might purchase huge limits every
third or fourth year and self-insure
during intervening periods.

When a long-latent disease ¢laim
is presented, the manufacturer
could assign the claim to an expo-
sure or manifestation year when
high limits were in force,

Because high excess layers are
relatively inexpensive, this ap-
proach could be more economical
than buying insurance every year.

This reasoning assumes, how-
ever, that manufacturers would be
willing to risk a change in the
courts’ opinion on coverage for
long-latent injuries.

“The Keene decision goes too far
in letting the policyholder off the
hook for years in which it was un-
insured,” said Floyd Knowlton,
second vp of the casualty/property
claims department of The Tra-
velers Insurance Cos.

“It is unfair that asbestos makers
should get complete protection
even for years during which they
didn’t purchase insurance. These
are large, sophisticated insurance
departments that know the risks
they were taking,” he said. n

J

rou-tine

routine servicing of cases.

unvarying, mechanical
It’s not in our dictionary.

Our practice is devoted to general insurance law, third
party claims, and subrogation.

While certain routine is necessary for clerical
efficiency, we believe creativity and individual
attention distinguish effective representation from

Resourceful legal services can be obtained at
reasonable cost without sacrificing aggressiveness and
thoroughness. We invite your inquiry.

CARL S. YOUNG & ASSOCIATES
ATTORNEYS AT LAW

500 Fifth Avenue, New York, NY 10110
Tel: (212) 8401919 Telex: 424677
Representing Domestic and Foreign Insurers
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Many factors hinder
rehabilitation efforts

LONG GROVE, Ill.—Some
80,000 workers sustain what are
considered to be permanent im-
pairments each year. Many of them
could enter rehabilitative training
programs, but the way to -~ehabili-
tation is often blocked by conflicts
of interest between involved par-
ties and a lack of understanding
and coordination by state sgencies,
a report sponsored by the Kemper
Group says.

-According to the report, there
are three major obstacles -0 reha-
bilitation:

® Too often, those making the
decisions for injured worke:s know
little about rehabilitation znd fre-
quently work against one another.
Doctors, lawyers, employers and
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workers have their own viewpoints
concerning the injury and the
proper course of action to take.

® Many states don't officially
recognize rehabilitation; instead
they emphasize monetary compen-
sation. Thus, an injured worker can
sometimes received more money
by staying off the job.

® Useful coordination between
state agencies is often lacking be-
cause each has a specific job. For
example, a state health department
usually is responsibile for treat-
ment while the state’s labor agency
coordinates compensation.

Changes in attitudes and ap-
proaches to workers compensation
and rehabilitation are the key to
solving the problem, the report
suggests. It says that changes
should be focused at the state level,
where workers compensation pro-
grams are regulated.

Five states presently mandate re-
habilitation: California, Georgia,
Hawaii, Michigan and Minnesota.
And, according to a study by the
California Workers Compensation
Institute, rehabilitation is working
in that state.

Three out of four California
workers that begin a vocational re-
habilitation program complete it,
according to the California study.
Eighty-five percent of those who
complete the rehabilitation pro-
gram eventually return to work.

More than half of the rehabili-
tated employees earn as much or
more than they did before their in-
juries, the study-says. The average
wage is only 5% less than the pre-
injury level. [

Continued from page 2

Co. of Kansas City, said in court
papers that Gillum-Coleco and the
hotel’s architectural consortium,
Patty Berkebile Nelson Duncan
Monroe LeFebvre Architects Plan-
ners Inc., were responsible for the
design change.

' The Big Mac war ends

with FG out Iin front

Continued from page 2
age for along time.”

Rates also.made a difference, Mr. Weber said,
though he denied Financial Guardian slashed prices
unreasonably as competitors charged.

“Because of the amount of franchise business we
already do and our experience, we were able to cre-
ate a rating program that may have been more ef-
fective than others in some areas. We rated by geo-
graphy, and in some areas our rates were not com-
petitive at all,” he noted.

Financial Guardian was virtually wiped out of
some states when competitors’ quotations were less
than half of those it filed, he said. In other states, the
brokerage was untouchable.

“Because we were underwriting the program
for Great American, we had an additional flexibility
that our competitors might have lacked. If one of
our offices needed 5% off the quoted premium to be
competitive, we were able to take a chance for
them,” Mr. Weber explained. “But I can't say we
were slashing prices.”

Although competitors charged Financial Guard-
ian had cut premiums to less than $1,500 per store in
many cases, Mr. Weber said individial premiums
averaged about $3,000.

Marsh & McLennan, selling the McDonald's-
.sponsored program, finished second in the sales bat-
tle, industry sources said. Although M&M did not
have final results compiled, competitors estimated
the INA-underwritten plan finished strong with
1,000 to 1,200 stores.

Frank B. Hall, which lost the McDonald's account
in 1980, previously claimed to have retained the ap-
proximately 1,600 locations it inherited last year.
But sources involved in the sales competition say
that despite strong showing in select locztions, espe-
cially Florida, Hall held onto only about 800 loca-
tions.

Hall Executive Vp John McCaffrey wes not avail-

able to confirm the new estimates.

American International Group, which under-
wrote the corporation-sponsored program last year,
was left without a sales force when Marsh &
McLennan switched the program to INA this year,
but attempted an unprecedented marketing effort
through regional brokers.

Although the insurer quoted nearly 90% of the
McDonald's operators, according to AIG Risk Man-
gement President Joseph Smetana, it landed only
about 10% or 120 operators.

If that percentage is applied to locations, AIG
would have about 400 stores.

“We don't know exactly how many locations
we’ve got because we tallied by owner/operator,” he
said. “We're disappointed, but we knew that this
could happen. Even if we got zero sales, we were in
a position to prove that we could take a new insur-
ance product to more than 1,400 people in three
days. We did.

“In addition, we got a lot of spinoff for the effort
and talked to a lot of agents and brokers that never
knew AIG existed,” he said.

The AIG marketing blitz was not meant as a mes-
sage to major brokers to say AIG didn't need them
as some competitors charged, AIG President and
Chief Executive Officer Maurice Greenberg added.
“We simply opened up the account to the whole bro-
kerage community. AIG was and is still a brokerage
company.”

The competition held some surprises. Corroon &
Black, which had several hundred McDonald's
stores in New England, lost nearly all of them to
Financial Guardian, according to C&B’s Boston of-
fice.

Alexander & Alexander, which was not expected
to be interested in the McDonald's locations, scored
about 100 stores in.the New York City area with a
last-minute marketing effort, the brokerage con-
firmed.

J

In another set of court papers,
H.R. Inspection Service Inc. of
Kansas City said it inspected the
ill-fated walkways, but that no in-
struments or equipment were used
and design specifications were not
checked.

Concordia Project Management

Legislators seeking to link
code compliance, coverage

Continued from page 2
The hearing will precede the
group’s three-day annual meeting.

In the Kansas City Hyatt Re-
gency incident, which occurred
July 17, 113 people were killed and
186 injured when two suspended
walkways in the hotel’s lobby
crashed to the floor. The MGM
Grand fire last November killed 84,
and the Stouffer’s Inn fire last De-
cember killed 26.

“These tragedies are still quite
vivid and it seems to me if we can
do anything to make buildings
safer, now is the time,"” Missouri
state Sen. Truman Wilson, D-St.
Joseph, said.

As chairman of COIL's Resolu-
tion Committee, Sen. Wilson will
co-chair the hearing with New
York state Sen. John R. Dunne, R-
Nassau County, the group’s presi-
dent-elect.

Although action will be based on
the results of the hearing, COIL is
considering drawing up model leg-
islation addressing a number of
issues, Sen. Wilson said. He empha-
sized that one purpose of the hear-
ing is to determine if such action is
needed.

If proposed, the model legislation
would:

@ Make payment of liability and
fire insurance claims contingent on
compliance to building and fire

codes.

® Require insurers to invest
more of premiums collected from
hotels and other places of public
accommodation into research and
development of structural and fire
safety standards.

@ Direct that more of the profits
from hotels and convention facili-
ties be invested in structural and
fire safety.

® End any favorable tax treat-
ment given by state and local gov-
ernments to those facilities that do
not comply to local and state fire
and other safety codes.

The model legislation, if ap-
proved by the COIL membership,
would be ready for presentation to
state legislatures during the 1982
session, the COIL leadership hopes.

Also to be broached is a proposal
that COIL undertake a broad study
to determine “why the insurance
mechanism may not be functioning
in regard to advancing fire and
structural safety.” Spokesmen said
they were not yet ready to elabo-
rate on this issue.

“In general, these are issues I
think need to be discussed,” Sen.
Wilson said. “We need input from
anyone that would want to testify.”

Those wishing to do so should
contact Sen. Dunne in his Albany,
N.Y. office, he said. The telephone
number is 518-455-2111, n

Ltd,, which conducted inspections
at the Hyatt, said the walkways
were barricaded at one time during
construction, apparently because
there was “concern over safety.”
However, it was noted that Concor-
dia issued no warnings about the
walkways and did not seek limita-
tions on their use.

The hotel’s owner, Crown Center
Redevelopment Corp., and Hall-
mark Cards Inc., the redevelop-
ment corporation’s parent com-
pany, said they were not responsi-
ble for the hotel's construction or
the design of the walkways.

Herbert E. Duncan, one of the
hotel’s architects, refused to answer
many of the questions posed by
plaintiff's attorneys.

In answer to a number of ques-
tions that touch on Havens. Steel's
role in the events that led to.the ac-
cident, the metal fabricator’s attor-
neys supplied this answer:

® The steel firm’'s work was

Firms trade blame for design changes

done in accordance with specifica-
tions supplied by the architects and
engineers.

® Havens Steel’s shop details
were approved by the other con-
tractors.

® The construction work was
safety inspected and found to com-
ply with contract requirements.

Meanwhile, a Chamber of Com-
merce spokesman said a special re-
port on the Hyatt’s overall safety
will be released in a couple of
weeks.

At the Jackson County Circuit
Court building, attorneys are filling
a room with architectural plans,
shop drawings, design specifica-
tions and thousands of other papers
relating to the hotel's construction.

The documents, which are being
placed in a guarded despository,
will be open for view by attorneys
representing the disaster victims,
but will not be made available to
the public. .
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Insurance industry stocks gained slightly last
week as the Business Insurance stock index
rose 0.4 points to 176.7 from 176.3. Thirty
issues showed increases, 26 stocks faltered
and 17 remained unchanged. Leading the ad-
vances were: Avemco Corp., 13.8%; MGIC in-
vestment Corp., 7.2%; American Bankers In-
surance Group, 6.3%: Zenith National Insur-
ance Corp., 4.8%; and Alexander & Alexander
Services Inc., 4.3%. The largest declines were
reported by: Crum & Forster, 7.8%; Marsh &
McLennan Cos. Inc., 7.4%; Penncorp Financial
Inc., 6.4%; E.H. Crump Cos. Inc., 5.2%; and
Bitco Corp., 4.2%. The index, with a 0.2% in-
crease, outperformed the major stock market
indicators.

British Issues
1 Week
10/20 Price P/E Div. Yield High—Low
Companies gence pence % pencepence
Comml Union 134 90 1607 120 135—132
Eagle Ster 204 94 2143 73 295—292
Genl Accident 320 74 2107 66 324—318
GdnRoyal Exch 300 7.7 232t 77  302—298
Phoenix 258 B5 2243 A7 260—256
Royal 350 90 3500 100 352—343
| Sun Alliance: 855 86 5357 63 855835
~ Brokers
- CE Heath 280 110 1500 53 280—2757
. Hogg Robinson 101 81 857 BS 104—100
| AlexHowden 142 109 1071 75  141—135
JH Minet 145 121 680 47 145—140
‘ Sedg Grp 135 499 750 55 135—13
StenhouseHldg 93 85 664 7.1 93— 91
 Stew Wrightson 208 104 17.14 82  208—201
 Wiliis Faber. 353 122 1785 50 353—343
Source: Philip Olsen/Alan Clifton, Insurance Industry
Specialists Kitcat & Aitken Stockbrokers,
i London

Malpractice insurers may be
‘bad news’ for all involved

By MYRON M. PICOULT

Special to Business Insurance

N A RECENT COLUMN, the

property/casualty industry was referred to
as the good news/bad news group (BI, Aug
24).

The good news was that first-half results
were not as bad as anticipated, and we sus-
pect that the third-quarter figures, which
will be released soon, will follow that di-
rection, too.

The bad news was that the results have
precluded some companies from being as ag-
gressive as.they should in shoring up weak
underwriting standards and increasing prices
—particularly in the commercial arena—
within a realistic time
frame.

These not-so-bad re-
sults are creating a
more drawn-out under-
writing cycle. We call it
“Chinese water torture
—property/casualty,
American style.” While
we do not predict a
"do-nothing cycle” into
the mid-1980s, we
haven't dismissed such
a prospect.

Despite the ever present optimism of some
property/casualty insurance executives that
the cycle will turn, we suspect that pressures
will affect the current underwriting malaise.
Conventional wisdom holds that the cycle's
turn will be caused by one of several natural
financial disasters. We see three possibilities:

® A reduction in cash flow and a precipi-
tous decline in interest rates, leading to some
cannibalization of investment funds.

® Some cracks in the reinsurance market
developing into fissures.

® The surfacing of problems in some

Mr. Picoult

Myron M. Picoult is a vp and senior insurance
analyst with Oppenheimer & Co. in New York.
He is the past president of the Assn. of Insurance
& Financial Anelysts and a member of the New
York Society of Security Analysts. His column
for Business Insurance appears the fourth Mon-
day of every month.
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“bedpan mutuals” and joint underwriting as-
sociation medical malpractice companies.

We are both fascinated and befuddled that
some casualty company executives and insur-
ance commissioners do not recognize the se-
verity of the problems in the medical mal-
practice area. But, to be sure, the doctors and
the trial lawyers should not be absolved of
blame if the worst comes to pass.

Sharp rate increases and the curtailment of
plans in 1974 and 1975 led many doctors and
hospitals to organize their own companies as
a means of keeping premiums low and assur-
ing themselves of coverage. The impact of
this shift is quite evident. According to A .M.
Best Co., professionally sponsored companies,
ineluding direct writers, control more than
half the market. Of the 50 largest writers of
medical malpractice coverage, 28 are profes-
sionally sponsored facilities that accounted
for 42.5% of total premiums written by this
group of companies last year, Best says.

While these insurers were originally
formed to provide availability and affordabi-
lity, they have become political animals in
many states. The problem and its implica-
tions are best illustrated by the current situa-
tion in New York.

That state has both a JUA and a profes-
sionally sponsored company. The sponsored
insurer, Medical Liability Mutual, is the sec-
ond-largest writer of medical malpractice in-
surance in the nation with $134 million in
direct premiums in 1980 and 9% of the total
market. The JUA's premium volume was ap-
proximately $26 million.

Both companies are apparently experienc-
ing problems as evidenced by the rate in-
creases being sought: 52% by the doctor-
owned mutual and 210% by the JUA. The
JUA apparently has a deficit of approxi-
mately $100 million. Deficiencies in Medical
Liability Mutual are apparently being
masked by the company’s cash-flow under-
writing methods for now.

It would seem that if the JUA became in-
solvent, it would place considerable pressure
on the mutual company and vice versa. A
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cash-flow squeeze in the professiocnally spon-
sored insurer, perhaps precipitated by a
shortening of the claims tail that is a little
longer than other companies’ because of
court congestion, could tip the scales.

The insolvency of the New York com-
panies probably would not create a national
problem, but it would clearly pressure the li-
ability market in New York state. However,
it is the size of the New York companies and
the reasons for the problems—a continuous
rate deficiency—that are worth noting.

Furthermore, some interesting questions
will likely be raised about whether JUAs
that become insolvent fall under the provi-
sions of the traditional Property Liability
Guaranty Fund—to which all writers of lia-
bility coverages in the state contribute—once
the stabilization reserve funds have been ex-
hausted.

The pressures in the New York medical
malpractice market are a microcosm of the
problems that apparently exist in some medi-
cal malpractice mutuals and JUA insurers,
One wonders how the pharse “caveat emp-
tor” will sound to some doctors and insured
medical facilities should insoclvencies oceur
and questions arise about limits of coverage,
not to mention the pressures that will fall on
some liability underwriters. [

Financial briefs
Fiduciary & General

Shareholders of Exchange Investment
Corp., based in Peoria, 1ll., have approved
consolidation with Fiduciary & General
Corp. of Carmel, Ind.

Fiduciary & General acquired control of
Exchange Investment, a life insurance hold-
ing company, in January.

F&G was formed in 1979 to acquire and
operate medium-sized life insurance com-
panies. As a result of the consolidation, F&G
will own two life insurers: Florida General
Life Insurance Co. and Georgetown Life In-
surance Co. The company has other proper-
ties.

Fireman’s Fund

Fireman’s Fund Inc., the holding company
for Fireman’s Fund Insurance Cos., plans to
buy Wisconsin Employers Insurance Group,
headquartered in Green.Bay, Wis.

The acquisition is subject to the approval of
the Wisconsin insurance commissioner and
other regulators and the directors of both
companies.

Wisconsin Employers Insurance Group in-
cludes a life insurer licensed in six states and
two property/casualty companies licensed
only in Wisconsin. Wisconsin Employers had
revenues of $118 million in 1980.

QBE Insurance Group

QBE Insurance Group Ltd. of Sydney,
Australia, will underwrite liability insurance
policies for Legal & General Insurance of
Australia Litd. after Nov. 30. Legal & General
will discontinue all liability underwriting
after that date.

Legal & General generates annual gross
premiums of $12 million Australian.

E.H. Crump/Reliance

E.H. Crump Cos. Inc. of Memphis, Tenn.,
has completed the acquisition of two West
Coast brokerage firms from Reliance Insur-
ance Co. of Philadelphia.

Crump acquired Kindler & Lucci Insur-
ance Brokers and LaBow, Haynes Co. Inc. for
780,000 newly issued Crump shares.

In addition, Reliance has acquired most of
the Crump common stock owned by mem-
bers of the Crump family, giving it about 43%
of Crump’s outstanding shares.

Also, Reliance has declared a regular quar-
terly dividend of 67 cents per share on its
Series A preferred stock, payable Jan. l. to .
shareholders of record Dec. 15:.. s



Break out of a limited insurance box
with A&A’s full services for growing firms.

For small and medium-sized busi-
nesses to continue to grow and prosper re-
quires insurance ard financial services that
evolve along with the company. That calls
for across-the-boarc capability— and con-
cern. How Alexander & Alexander looks at
an expanding manufacturer of sophisticated
sonar signal processing systems will help
explain how we will .0ox at your business.

In this case, we look through the chief exec-
utive's eyes. Studying basic group insurance
plans. Developing executive benefits pro-
grams to attract top -alent from prototype
planning through production. Looking to fu-
ture needs even as we meet immediate ones.

Total service capability

Only by working from a client's point of
view can we be sure a company gets the pro-
grams necessary for profits and expansion.

This insider’s vantage point enables
us to start at ground level with a company
and add new, asset-protecting programs as
they are needed. Because we have an array
of specialized services, we can assume the
function of risk manager when the company
needs one. You'll never outgrow A&A.

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 ~eason A&A has be-
come 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. So your growth
will never get boxed in.
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