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Broker Arthur J. Gallagher
to offer shares to public

By KATHRYN J. McINTYRE

ROLLING MEADOWS, Ill.-Privately held insurance brokerage
Arthur J. Gallagher & Co. will go public in the first half of 1984, says
President Robert E. Gallagher Sr.

When Gallagher files its registration with the Securities and Ex-
change Commission, it will be the first time since 1973 that a pri-
vately held broker has made an initial public offering of stock.

Gallagher, the 10th-largest broker in the United States based on
1982 gross revenues of $48.5 million, also will be the largest private
broker to go public.

Capital needs, estate tax and liquidity considerations for principal
shareholders and standing in the marketplace to attract employees
and acquisitions are the major reasons Gallagher will make an initial
public offering, Mr. Gallagher says.

Gallagher hopes to raise $15 million to $20 million through the
stock offering, half of which will be used to buy out current share-
holders and half of which will be retained within the company for
future development, Mr. Gallagher says.

"We're not selling to get money out. We will be a financially
stronger company and able to provide better services to our clients,"
Mr. Gallagher said. "We are client-driven-the clients_decide what
they need and we answer their needs."

The number of shares to be offered and the price have yet to be
determined.

The last private insurance broker to go public was Poe & Associ-
ates, Inc. of Tampa, Fla., in 1973. Poe reported 1972 gross revenues of
$1.7 million, making it the smallest of the brokers to go public.

Alexander & Alexander Services Inc., Frank B. Hall & Co. Inc.
and Fred S. James & Co. Inc. all made their first public stock offer-
ings in 1969. In the year before going public, A&A had gross reve-
nues of just less than $21 million, Hall just more than $9 million and
James $9.6 million.

R.B. Jones, later acquired by Alexander & Alexander, and Rollins
Burdick Hunter Co., now part of Combined International Corp., both
went public in 1970. Jones' 1969 gross revenues were $6.3 million
and RBH's were $5.2 million.

Then, in 1972, E.H. Crump Cos. Inc. made its first public offering
after reporting gross revenues of $5.6 million in 1971.

Continued on page 26

update

NAIC task force revises

draft of model pooling law
SAN FRANCISCO-A National

Assn. of Insurance Commissioners'

task force has revised the first draft of

a proposed model law to regulate
workers compensation self-insurance
groups (BI, Sept. 5).

The revisions followed criticism

from at least one member of an NAIC

work comp study panel that the draft
favored insurance company interests.

The NAIC's Workers Compensation
Continued on nezt page

Banks lobby legislatures
for entry into insurance

By JERRY GEISEL

FIRST NATIONAL BANK

WASHINGTON-The banking industry is intensify-
ing its efforts to persuade individual states to allow
banks to underwrite and sell insurance.

Legislatures or study commissions in at least nine
states have already or will soon examine whether
banks, especially huge national bank holding com-
panies, should be allowed to expand their financial op-
erations to sell or underwrite insurance coverages.

And the banks' opponents
in the struggle, largely groups
representing insurance agents
and brokers, concede that
more states could pass laws Chking. ·Savingst.
within the next year enabling accounts- account,6
banks to enter the insurance

business.

Federal laws generally pro-
hibit most bank holding com-
panies from selling or under-
writing insurance. However,
loopholes in the federal stat- ------- ---
utes apparently allow individ-
ual states to pass their own
legislation that allow state- Graphic: Jim Bakasetas
chartered banks to enter the insurance business.

South Dakota has already passed such a law (BI, Feb.
28, March 7), and banks have mounted lobbying efforts
in states from coast to coast. They include:
• Delaware. Legislative proposals drafted by Citi-

corp, the huge New York-based bank holding com-
pany, that would allow subsidiaries of state-chartered
banks to act as insurance agents and underwriters are
expected to be introduced when the second half of the
legislative session begins next year.
• Illinois. The Insurance Laws Study Commission, a

permanent legislative review panel, is now holding

hearings on whether banks should be allowed to sell
most lines of insurance.

• Michigan. The state Senate is currently consid-
ering legislation to give state-chartered banks the au-
thority to underwrite and sell coverages.
• Minnesota. Legislation to permit state-chartered

banks to provide a full range of insurance services and
products will be introduced next year, observers say.
• New York. Gov. Mario Cuomo has set up a 23-

member blue-ribbon panel to examine the regulation of
financial institutions, includ-
ing bank activity in the insur-
ance industry. The panel's re-
port and recommendations are

 Iq expected sometime next year.
insurancey inrandS • Wisconsin. The state

1-__._ banking commissioner has
called for hearings on the pos-
sible future role of banks in
the insurance market.

• Maine. A proposal that
would have allowed state-

---------- chartered banks and savings
and loan associations to sell in-

surance died in the Legisla-
ture earlier this year. How-

ever, legislators did agree to establish a study
commission to examine the regulation of financial in-
stitutions, including insurance activities by banks.
• Washington. A provision in comprehensive bank-

ing legislation that would have allowed state-chartered
banks to engage in a wide variety of insurance activi-
ties was removed before the measure was enacted.

• Connecticut. Legislation introduced earlier this
year to permit banks to sell life insurance and annuity
products died in committee.

This flurry of activity in the state capitals follows
Continued on page 38

Liability for KAL crash may be shared
By BILL DENSMORE

Korean Air Lines and its insurers are liable for pas-
senger deaths after the Soviet destruction of a KAL
jumbo jet, but uncertainty about why the plane flew
over sensitive Russian military installations is bringing
other defendants into the picture, too.

Two suits already filed in federal
courts in San Francisco and Brooklyn,
N.Y., name KAL and the Soviet Union in ,
the deaths of the 240 passengers and 29 [
crew members aboard the unarmed pas-
senger jet shot down Sept. 1 over the Sea
of Japan.

One of the suits also includes claims

against The Boeing Co., which manfac-
tured the B-747-20OB owned by KAL,
Litton Industries, maker of the plane's
sophisticated inertial navigation system;
and the estates of the three KAL cockpit
crewmembers.

The suit in federal court in Brooklyn

was filed Sept. 6 by Hans Epraimson-Abt, the father of
Alice Epraimson-Abt. Ms. Epraimson-Abt, 23, of Saddle
River, N.J., was among passengers aboard the flight hit
by a Soviet missile. She was on her way to study at the
Peoples University of Peking. ,

The federal court in Brooklyn has jurisdiction over
Kennedy International Airport, where
KAL's Flight 007 originated on Aug. 31.

Attorney Gerald H. Baker of the New
York law firm of Baker, Garber, Duffy &
Baker, filed the suit for the Epraimson-
Abt family. Mr. Baker says the suit's alle-
gations hinge on whether the plane left
its assigned route because of a mechani-
cal malfunction, a crewmember's mistake
or deliberate decisions by the flight crew
to either conduct reconnaissance or

shorten its flight path to Seoul, South
Korea.

Litton and Boeing are each accused in
the suit of having breached an implied

Continued on page 36
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PBGC may get $12 million
I from reorganized Braniff
I Page 2

Suits against Soviet Union
probably would be futile

By STEPHEN TARNOFF

Families of victims on board the Korean Air Lines Boeing 747 shot
down by a Soviet jetfighter probably will not be able to recover
damages from the Soviet Union, international law attorneys and
professors believe.

Although the first two lawsuits filed in U.S. federal courts follow-
ing the Sept. 1 incident name the Soviet Union as a defendant (see
related story), plaintiffs apparently will have little success whether
they sue in U.S. or Soviet courts or take their cases to the Interna-
tional Court of Justice located in The Hague, Netherlands.

Claimants might have a better chance of recovering compensation
through diplomatic channels, but that will not likely result in the
Soviet Union paying any damages, the attorneys contend.

Continued on page 37

World Trade Center

retrofitted for sprinklers
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update PBGC may get $12 million
NAIC pooling proposal revised
Continued from next page
Task Force, meeting last week, changed a provision of the draft law from reorganized Braniff
that would have required self-insured groups to be audited by "the
designated advisory organization" in each state. The draft now re-
quires that the groups be reviewed by "an auditor acceptable to the By JERRY GEISEL three plans as an interim trustee. The agency estimated

in its latest annual report that it would have to spendstate insurance department," according to J Michael Low, Arizona
insurance director and chairman of the task force FORT WORTH, Texas-Hyatt Corp.'s plan to get $47.7 million to pay guaranteed benefits to participants

Braniff International Corp 's planes airborne again in the three plansThe first draft also required that group members be "of the same
bona fide trade or professional organization" and "engaged in the may also give the Pension Benefit Guaranty Corp as That $47.7 million claim would have been the sec-

much as $12 million ond-largest loss in the PBGC's nine-year history. Onlysame or similar type of business" The revision drops the "trade or
professional organization requirement, Mr Low said Braniff's reorganization plan, recently approved by a the termination of pension plans sponsored by White

Gilbert Waters, president of Waters Insurance Management Corp U S Bankruptcy Court in Fort Worth, as well as by 11 Farm Equipment Co. produced a bigger claim: $50 3

of Sarasota, Fla., which administers a large Florida work comp pool, maJor creditor groups, clears the way for Chicago-based million (BI, Oct 4,1982)
Hyatt Corp to take control of the But, under the settlement reached Aug. 31 betweencharged that the first draft as written by Mr Low didn't follow the
airline and resume opera- Braniff and the PBGC, the PBGC agreed to drop ltScommittee's recommendations and included restrictions on groups
tions $47.7 million claim against Braniffthat worked to the advantage of insurance companies

Braniff has been grounded In turn

since May 1982 when it filed for - • The PBGC will be paidRefinery loss to top $2 million protection from its creditors under $1 million in cash on the date

HOUSTON-Losses from a gasoline tank fire that burned for 16 Chapter 11 of the Federal Bankruptcy Act (BI, Hyatt assumes control of
May 24, 1982). Braniff

hours at a Tenneco Inc. refinery in Chalmette, La, are expected to
top $2 million The PBGC, the federal agency that guarantees work- • The new airline, known tenta-

The cause of the Aug. 31 blaze, which led to the deaths of two ers' pension benefits, became one of Braniff's major tively as New Braniff, will refund to the PBGC an

workers and the evacuation of about 3,300 local residents, hasn't yet creditors when the airline terminated three pension amount equal to 10% of the revenues New Braniff re-

been determined, according to a Tenneco spokesman plans that didn't have enough assets to pay promised ceives annually from flying federal employees for the

The fire destroyed about 2 5 million gallons of unleaded gasoline,
benefits to workers and retirees next 10 years

Those three plans covered the airline's management Under this provision, payments to the PBGC cannotthe spokesman said. At current prices, the gasoline was worth about
$22 million The tank itself will require "extensive work" before it employees, as well as members of the Teamsters and exceed $535,000 annually during the first two years of
can be used again, the spokesman said

Machinists unions New Braniff's operations nor can the total amount paid

The refinery, which produced 85,000 barrels of gasoline per day, A fourth plan that covered the airline's pilots had to the agency exceed $3 5 million

was shut down as a "precautionary measure," after the fire started, enough assets to pay guaranteed benefits. • New Braniff will give the PBGC warrants enti-
Following the terminations, the PBGC took over the Continued on page 33and because of electrical problems caused by the blaze, remained

inactive for several days.
Tenneco insures property and business interruption risks through

Chl Insurance Ltd of Bermuda, a captive owned by 37 011 companies Claim pushes Sir Peter Green to resignThe company has a "substantial" deductible, though, and doesn't
know yet if it will be pierced town to brink
California PPO bill delayed as chairman of Lloyd's

By CAROL CAIN
SACRAMENTO, Calif -A Senate bill that would put the regula- By LEN STRAZEWSKI

SOUTH TUCSON, Ariz -Thetion of many new preferred provider organizations under the Cali-
town of South Tucson is turning to LONDON-Sir Peter Green, chairman of Lloyd's of London sincefornia Insurance Department is being held in the Assembly Finance

and Insurance Committee until January bankruptcy court after failing to 1980, will not stand for re-election and will resign from the Council
negotiate with an injured Tucson of Lloyd's next year, Lloyd's officials announced last week.S.B.715, introduced by Sen. Herschel Rosenthal, D-Los Angeles, is
police officer how it would pay a Sir Peter, 59, will return to his post as chairman of Janson Greenaimed at agencies or individuals that are organizing PPOs, which

would not fall under the regulation of any state or federal agency $3.6 million damage award Ltd, a Lloyd's underwriting agency owned by Hogg Robinson

according to current laws The town of 6,500 residents filed Group P.L.C., but it is not known yet whether he will return to the

PPOs created by insurance companies are among those that cur- for municipal debt readjustment Lloyd's floor as an active underwriter

rently fall under the guidance of the Insurance Department. And Aug 25 under Chapter 9 of the  Lloyd's Deputy Chairmen B J. Brennan and Frank

other PPOs, those that are set up under the law as "health care Federal Bankruptcy Act.  Barber also will not stand for re-election as officers
The U.S. Bankruptcy Court Judgeservice plans," like one formed by Blue Shield, are regulated by the but expect to remain as members of the Council of

Corporations Department. in Tucson set a 30-day period for   Lloyd's, the market's highest ruling body
But several entrepreneurs are planning to form PPOs by acting as creditors to object to the filing At "Sir Peter had promised to stay on as chairman

administrators between physicians and insurance companies. These the end of that period, the judge is  until the Lloyd's self-regulation bill was on its feet,"
expected to designate a time framewould not come under either agency's regulation. The bill was held a Lloyd's spokesman explained last week. "So he has,

in the committee when it was apparent it did not have enough for the city to submit a readjust-  and now he feels the end of his (current) term would
votes ment plan, said Enrique Serna, be a good time to step down.

South Tucson's city manager. Illh \ "He also feels that for a former chairman to re-
44We want to come to an agree- Sir Peter main a member of the Committee of Lloyd's wouldMamarella guilty of extortion ment with our creditors for a pay- be unfair to the new chairman "

NEW YORK-Richard Mamarella, former colleague of convicted
ment schedule. our overall inter- As chairman during the development of the Lloyd's Act of 1982,

insurance fraud artist John V. Goepfert, may soon Join him in fed- est is to finalize with Mr Garcia, which set new self-regulatory guidelines for the world's oldest insur-

eral prison our largest creditor," Mr Serna ance marketplace, Sir Peter had presided through 3!/2 years of tran-
said sition and internal turmoil.

Mr Mamarella and four other conspirators were convicted last
month by aUS District Court in New York on several counts of Roy Garcia, a Tucson police offi- Beginning with the 1980 Fisher Working Party report that recom-

extortion related to a loan made to a Chinese restaurant owner in eer, was accidentally shot by a mended a complete overhaul of Lloyd's regulatory powers, Sir Peter

New York City Funds for the loan, investigators say, were taken South Tucson police officer during was frequently caught in the middle of controversy both among
a mutual aid response to an Oct 11, members of Lloyd's and between Lloyd's and outside institutionsfrom a premium financing company now participating in a New

Jersey federal investigation (BI, July 11) 1978, shootout m South Tucson. Foremost among the internal controversies was a recommenda-
After a long legal fight, the city Continued on page 33Along with Mr Mamarella, former New York insurance agent

Continued on page 33Louis Chung and former New Jersey agent Eugene Brew were con-
victed of three felony charges including conspiracy to extort repay-
ment of a loan, extortion of repayment through threats and extor-
tion through violence. Asbestos defendant sues 15 insurers

Two others, Frank D. Murrello and Patrick Ray, were convicted
of two extortion charges including conspiracy to extort repayment
of a loan and extortion through violence. By STEPHEN TARNOFF bestos defendant Crown Cork & Seal Co Inc.

Insurers, however, support either the exposure orEach extortion count carries a maximum penalty of 20 years im-
WASHINGTON-A Cleveland manufacturer lS the manifestation theories Some contend that insurers on

prisonment and a $10,000 fine.
latest company to sue its primary and excess insurers to the risk at the time the victim is exposed to asbestos areMr Mamarella was on probation after being convicted of perjury
force them to provide coverage and a defense for suits liable (exposure theory) and others argue that those onduring Mr. Goepfert's fraud trial last year (BI, Oct 4, 1982) Sen-

tencing is scheduled for Sept 21 brought by victims of asbestos-related disease the risk when the disease appears in the victim are
Parker Hannifin Corp, which has been sued by more liable (manifestation theory)

than 750 plaintiffs alleging disease from exposure to as- At least one court has held for the manifestation the-

index bestos, brought suit against 15 insurers in U S. District ory and several others for exposure.
Court for the District of Columbia early last month According to Parker's suit, between 1977 and 1982 it

The suit seeks a declaratory Judgment from the court acquired several companies that became part of various
that all of Parker's insurers are liable for defense and Parker divisions These acquired companies manufac-

Around thestates 29 Washington 10 indemnification costs from the time a victim suing the tured packing materials, friction products and gaskets
Benefit beat 4 company was exposed to asbestos to the time the dis- that contained asbestos.
Classifieds 36 Vol 17, No 37-Bustness In- ease was manifested. As of June 30, Parker had been named in lawsuits
Comings&goings: buyers 11 surance (ISSN 0007-6864) is pub- The theory, known as the triple-trigger theory, was brought by more than 750 plaintiffs claiming asbestos-
Comings&goings: industry 32 lished weekly at 740 Rush St , first handed down in Keene Corp vs INA by the U.S. related diseases as a result of their exposure to asbestos
Datebook 18 Chicago, Ill 60611 Second-class Court of Appeals for the District of Columbia almost in Parker products
Insurance services guide 38 postage is paid at Chicago, Ill , and two years ago and is the broadest theory of coverage Parker has had to pay more than $35,000 in defense
Legal briefs 24 at additional mailing offices Post- available to policyholders in asbestos coverage cases costs, settlements and Judgments, Parker's suit adds.
Letters 8 master Send address changes to The suit also seeks unspecified damages from More than 630 of the claims are still pending, the suit
Markets 14 Business Insurance, circulation Parker's primary insurers for breach of their policies says, and the manufacturer expects more
Opinions 8 department, 740 Rush St, Chi- More than 20 similar coverage suits involving as- Parker alleges in its Suit, however, that its insurers
Perspectives 23 cago, Ill, 60611, 312-649-5221 bestos litigation are pending nationwide with virtually and those of the companies it acquired have refused to
Products & services 12 Copyright 1983 by Crain Commu- all policyholders asking courts to apply the triple-trig- defend or compensate Parker and that they should pay
Ticker 39 nications Inc ger theory Besides the Keene decision, the theory also according to the triple-trigger theory

has been applied in the coverage suit brought by as- Continued on page 35
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Florida comp pool
turns its attention
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RISK MANAGER OF THE 'YEAR JUDGES
Ten experts in risk management and com-

mercial insurance will judge the nominations
submitted to the 1984 Business Insurance

Risk Manager of the Year and Risk Manage-
ment Honor Roll competition.

The judges, who accepted invitations from
Business Insurance to score the nominations,
represent all facets of the risk management
and commercial insurance profession. Four
risk managers, an insurance broker, an in-
surance agent, a stock insurance company
executive, a mutual insurance company exec-
utive, a consultant and an academician are
members of the 1984 panel.

The judges will score each candidate's per-
formance of risk management on 10 criteria
(see box, page 28). The scores from all the
judges will be totaled and the highest scoring
candidate will be named the 1984 Business

Insurance Risk Manager of the Year. A Risk
Management Honor Roll also will be named.

The risk managers serving as judges of the
1984 competition are:
• John A. O'Connell, executive direc-

tor/risk manager of Holy Cross Shared Ser-
vices Inc. in Notre Dame, Ind. Mr. O'Connell
was the 1983 Business Insurance Risk Man-
ager of the Year.
• Jerri Nelson MacMillian, risk manager

Mr. O'Connell

-1

Ms. MacMillian

/

Mr. Sinclair

for Aetna Life & Casualty Co.'s real estate
investment department in Hartford, Conn.
Mrs. MacMillian was named to the 1983 Risk

Management Honor Roll for her accomplish-
ments in risk management for a major cor-
poration.
• Robert L. Sinclair, director of risk and

insurance management at Vanderbilt Uni-
versity. As director of risk management for
the Metropolitan Government of Nashville
and Davidson County, Tenn., Mr. Sinclair
was named to the 1983 Risk Management
Honor Roll representing a government en-
tity.
• Spencer J. Traver, assistant treasurer of

BFGoodrich Co. in Akron, Ohio. Mr. Traver
was named runner-up for the 1982 Risk Man-
ager of the Year Award.

The insurance brokerage and agency com-
munity is represented by:
• Robert Hatcher, chairman of Johnson &

Higgins in New York, the country's fourth-
largest brokerage.
• Frederick J. England Jr., president of

Hastings-Tapley Insurance Agency in Cam-
bridge, Mass., which has 13 locations in east-
ern Massachusetts.

The insurance company community is rep-
resented by:

Mr. Traver

to health coverage
By STEVE TARAVELLA

SARASOTA, Fla.-Techniques that have helped cut workers compensa-
tion costs for many Florida self-insurers are now being used to curb some
of these same employers' health care costs.

Gilbert Waters, administrator for the Florida Construction, Commerce
& Industry Self Insurers Fund, one of the nation's largest self-insured
workers compensation pools with $30 million in premium this year, has
spearheaded the design of a self-insured multiple employer trust for mem-
bers of the Gulf Coast Builders Exchange, a Florida builders' trade associa-
tion.

The program will emphasize the close monitoring of ill workers' recov-
ery and includes financial incentives for employees to reduce their use of
health care.

Similar monitoring of the rehabilitation of workers injured on the job
and financial incentives for employers with good loss

 experience have kept the FCCI workers compensation
. 7 fund's pure loss ratio at about 73% over the past 10 years,

r ._-*aL Mr. Waters says.
l|· FCCI will launch the "Keep Well Health Program"le-I later this month through its management company,
· Waters Insurance Management Co. Almost all of the
- builders exchange's 3,300 employer members statewide

-jts> also belong to FCCI.
P ..PHE About 70,000 employees, plus dependents, will be cov--U "A ¥4:£ ered through the program, estimates Mr. Waters, who

Mr. Waters also serves as president of Waters Insurance Manage-
ment Co.

The program will use nurses to monitor the care and rehabilitation of
employees who require lengthy or costly treatment.

It is the duty of these "family counselors" to determine if these patients
could receive sufficient care, perhaps even surgery, on an outpatient or
other less costly basis.

The family counselors will monitor health care just as the FCCI's loss-
control counselors periodically evaluate employers' safety programs to
help reduce workers compensation claims. Mr. Waters credits the FCCI
safety reviews with reducing the loss ratios of 70% of the fund's members
to less than 15%.

The health care program will focus on patients recuperating from some
40 to 45 expense-prone illnesses that can account for 80% of an employers'
health care expenses.

"Managing major claims is the area with the most potential for control-
ling runaway conditions," he says.

The family counselors will be called in when the multiple employer trust
receives notice of an upcoming large claim.

Continued on page 34

Mr. Hatcher

• James J. Meenaghan, president and
chief operating officer of Fireman's Fund In-
surance Cos., a stock insurance company.
• John Schoneman, chairman and chief

executive officer of Wausau Insurance Cos.

in Wausau, Wis., a mutual insurance com-
pany executive.

The risk management consulting commu-
nity is represented by:
• Mary Lou Kirk, a consultant with

Crain, Langner & Co. in Rocky River, Ohio.
The academic community is represented

by:
• James S. Trieschmann, professor of risk

management and insurance at the University
of Georgia.

Ms. Kirk, Mr. Meenaghan, Mr. Schoneman,
Mr. Traver and Professor Trieschmann each

served on the panel that selected the 1983
Risk Manager of the Year. Mr. England, Mr.
Hatcher, Ms. MacMillian, Mr. O'Connell and
Mr. Sinclair are serving for the first time as
judges of the Risk Manager of the Year com-
petition.

After the judges' scores are tallied and the
highest scoring candidate is selected as the
1984 Risk Manager of the Year, a Risk Man-
agement Honor Roll will be named.

The Risk Management Honor Roll is se-

Mr. England Mr. Meenaghan

4...

I ..

Mr. Schoneman

lected by segregating each of th€ remaining
candidates into categories: corporations with
sales exceeding $300 million; corporations
with sales of less than 3300 milliin; govern-
ment entities; and not-for-profit institutions.

A runner-up may be named in the cate-
gory represented by the Risk Manager of the
Year, at the discretion of the judges. The
highest scoring candidate in the each of the
remaining categories wil] be named to the
Risk Management Honcr Roll.

The winners of the 1984 com:·etition will

be announced in the April 2, 1984, :ssue of
Business Insurance, wh,ch coincides with the
annual meeting of the Risk & Insurance
Management Society in New York.

Anyone who is in charge of the risk man-
agement function for a corporation, govern-
ment entity or not-for-Profit inst::u.ion is eli-
gible to be nominated to the Risk Manager of
the Year 1984 competition. The candidate
need not handle risk management full-t.me,
but must be a full-time employee of the or-
ganization for which he or she directs. the
risk management program.

Anyone knowledgeable about a risk man-
ager's work can nomir ate him or her: Any
employee or group of employees can

Continuei onpace 28

Ms. Kirk

4
Mr. Trieschmann

Installing sprinkler system
in Trade Center not a tall job

By DONNA GORDON

NEW YORK-More than 100 miles of sprinkler
pipe will make two of the tallest buildings in the
world two of the safest ones, building officials say.

The Port Authority of New York and New Jersey,
which owns and manages the World Trade Center
in Downtown Manhattan, is retrofitting the 110-
story twin towers with a sprinkler system-even
though the towers now meet the city's fire code.

The Port Authority decided in March 1981 to in-
stall a sprinkler system in the 13-year-old building
as an extra safety measure, according to Robert
Linn, the center's deputy director for physical facili-
ties.

The towers, which rise 1,350 feet above the streets
of Manhattan, are the second-tallest buildings in the
world after Chicago's Sears Tower.

New York City's code requires all office buildings
taller than 100 feet to be equipped with fire-contain-
ment walls and pressurized stairways or to have
complete sprinkler systems.

When the towers were built in 1970, the Port Au-
thority chose containment walls to mee. the code,
but Mr. Linn points out that most new buildings are
equipped with sprinkler systems.

"Sprinklers have only come in as a result of some
of the fires we've experienced in the last 10 years,"
Mr. Linn said.

Recent high-rise fires in New York and other
large cities helped push the Port Authority toward
retrofitting the towers, he said. "We're dealing with
a psychological thing," Mr. Linn said, noting that
building tenants feel safer knowing there is a sprin-
kler system.

The Port Authority is spending $54
million for the project, but the build-
ing's tenants will end up footing the
bill. Companies leasing space in the
World Trade Center are being as-
sessed $1 per square foot a year for
four years to defray the cost of the

Rick Sorvillo, an engineer at the
World Trade Center, examines a
sprinkler valve installed in the twin
towers.

Photos: Donna Gordon and Wide World

project.
Mr. Linn said the buildings hoLS€ 450 tenants that

employ more than 35,000 people. About bur times
that many visitors, including sights.ers, pass
through the center's doors each day.

The retrofitting project, which will take lin ti two
additional years to complete, is manageable beause
most of the piping and other mater. als used are pre-
fabricated to a specific size. All workmen ..ave to do
is put the pipes together, Mr. Linn says, liker.ir g the
job to playing with an erector set

The new pipes are installed alingside other pipes
that were placed above the ceiling when the build-
ing was constructed, says Rick Scrvillo, an engineer
at the World Trade Center. The new system is then
connected to existing water mains, he said.

Mr. Linn said a special communications effort was
made so that tenants would not be inconvenienced

during the project. The Port Authcrity used its ten-
ant relations staff for a "spoon feeding of our con-
cern for the tenant's comfort," he explains.

Apart from the size of the job. Mr. Linn Ears the
World Trade Center's

sprinker system will re-
semble any other. Sprin-
kler heads will spray 10
gallons of water per min-
ute in an umbrella pat-
tern when they are acti-
vated at a temperature of
165 degrees Fahrenheit.

Sprinklers will not be
installed in several rooms

Continued on page 35
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Chrysler pact restores pension increases
An estimated 60,(00 Chrysler

Corp. employees who are members
of the United Auto Wrkers will

vote this week on a new contract

that would leave their health care

benefits intact while restoring pen-
sion plan increases that v•ere given
up in previous negotiations.

The new contract, if approved,
would expire Oct. 15, 1985. The
current contract expires in Jan-
uary.

Most of this year's regotiations
centered on salary matters, a
Chrysler spokesman said.

In July, Chrysler tad requested
that cost-of-living inceases be tied
to the increase in Chrysler's health
care costs, but that demand was

withdrawn, he explained.
Chrysler currently p:>s 100% of

its employees' health insurance
premium. The Chrysler coverage

benent beat

pays for all hospital, major medical,
surgical, he: ring anc vision care
End Frescrigt: on drug costs after
ceduelibles cf $ LOO to $200 are sa-
tisfied (BI, Sept. 13, 1982).

The pensicn plan improvements
contained in the proposed contract
come after the union made conces-

sions in 1980 and 1931, dropping
scheduled increases in benefits,

said Gay Harr.i€, a UAW actuarial
consu-tant.

Some 50,000 retirees, as well as

those who p.an to retire between
r.ow and Seft. 1, 1984, will recoup
these benefits in two steps: Half
will be restorei zetroactire to Sept.
1 and the remainder restored start-

ing Sep:. 1,15,84.

All of the retirees will receive an

additional $1.05 to $2.25 per month
per year of service. The exact
amount will depend on the date the
worker retired.

Also, those retirees who had 30
years or more of service and who
took advantage of an early retire-
ment option will have their
monthly retirement benefits in-
creased by $47.50 retroactive to
Sept. 1 and another $47.50 on Sept.
1,1984.

Chrysler officials could not
break out the cost of the pension
plan improvements, estimating the
total settlement, including salary
increases, would cost $1 billion.

The new contract already re-

ceived approval from UAW's
Chrysler Council, which is com-
posed of officials from each UAW
local representing a Chrysler site.

Salary deferrals
Employees at Texas Instruments

Inc. can now use a computer termi-
nal to determine how much they
want to defer from their pretax sa-
laries for employee benefits.

Under the program, which
begins this month, employees will
be able to defer a portion of their
pretax salaries to pay for benefits-
including group insurance and
profit-sharing plans-which re-
duces their income tax liability.

Such a plan is currently allowed
under Section 125 of the Internal

Revenue Code (BI, Sept. 5).
To help them calculate anc com-

We'veturned workers' compensation
into employers compensation.

Competitive pricing:s just one
of the reasons why our workers'
compensation program is special

An unbroken record of divi-

dend payments to policyholdes
makes our program unique.

United Pacific./Reliance offers

you an opporturity to lower your
client's net cost on workers' =crn-

pensation with our competitive·
d.vidend programs tailored to
mee. his special business needs.
The .ower his losses, the.highei
our dividend. It' 5 a compelling
ir-centive for any company to

L

take an active role in loss control. United Pacific/Reliance is a full

Th€ premium also buys our service insurance facility that can
staff oi loss control professionals assist you with all of your insur-
who rovide safety consultation ance needs.

rarging from on-site hazard We have a better understand-

inspections to risk management ing of problems unique to the
rerorts and accident prevention Western States because we're

training. Along with claims right here. For mformation, call
management and rehabilitation George Benkie, vice president,
services designed to return the at (415) 676-6609.
injured worker to a productive Start your clients on the way
life as soon as possible. A to earning dividends on their

Workers' compensation /* premi s today.
is cnly one of our */ \4
specialties. 01 1.* UN D PAC FIC/REUANCENCE COMPANIES
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pare how much salary could be de-
ferred to help pay for benefits, em-
ployees can enter salary and bene-
fit information into a computer at
the worksite. The computer will
then inform employees how much
take-home pay they will receive
after deferrals, as well as the defer-
rals' impact on their taxes.

For instance, an employee would
enter his base salary, his salary
cycle (biweekly, monthly, etc.), his
year-to-date gross earnings, his
year-to-date taxes withheld and
their current payroll deductions for
group insurance plans. Employees
can gather this information from a
recent paycheck stub.

Then, an employee would enter
the amount of salary he would like
to defer to a 401(k) salary reduction
option-part of the company's
profit-sharing plan. The worker
also would enter what portion of
salary he wants to defer for group
insurance, which include life, med-
ical, dental, long- and short-term
disability and accidental death and
dismemberment coverages.

The terminal would then display
the employee's annual compensa-
tion; how much is deferred to the
profit-sharing and group insurance
plans; the worker's estimated tax-
able income after deferrals; the
amount deducted for federal in-

come and Social Security taxes; the
worker's estimated take-home pay;
total take-home pay and profit-
sharing deferrals; and how the de-
ferrals affected take-home pay.

Employees can defer up to 8% of
their net income-including salary,
bonuses, commissions, etc.-toward
the group insurance and profit-
sharing plans. However, the em-
ployee can continue to make group
insurance premium payments
through payroll deductions, al-
though no tax benefits are received
if this option is taken.

A TI employee must have three
years of service to be eligible for
the plan. The company estimates
that 43,000 to 44,000 TI employees
will be eligible.

Total enrollment in the program
is not yet known, a corporate bene-
fits spokesman says.

Depending on various factors,
employees pay about 25% of the ag-
gregate cost of their group insur-
ance benefits, with Dallas-based TI
paying 75%, the company says.

PAYSOP formed

Employees at Cameron Iron
Works Inc. of Houston will receive

interests in the company as a result
of a newly installed Payroll-Based
Employee Stock Ownership Plan.

The PAYSOP was started as part
of a three-year contract Cameron
negotiated last month with the In-
ternational Assn. of Machinists and

Aerospace Workers Local 15.
Both this year and in 1984, Ca-

meron will give employees com-
pany stock worth 0.5% of their sal-
ary; it will rise to 0.75% in 1985.

This stock will be held in trust

for workers until they leave the
company, at which time they can
hold the stock or they can sell it.

Cameron will receive a tax credit

for amounts of stock it contributes

to the trust as specified by the Eco-
nomic Recovery Tax Act of 1981.

The contract, which covers about
1,250 unionized workers, also es-

tablishes a company savings and
investment plan.

Under the plan, employees can
put up to 6% of their salary into a
trust. Cameron will make a contri-

bution equal to half the employee
contribution.

Employees can withdraw their
contributions at any time, said
Local 15 President Ken Tuck.

After five years, they become
vested and are also entitled to

withdraw company contributions
and interest earned on principal. .
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Can one insurance program really help
a multinational corporation achieve
global stability?

Ask any of the major multinationals
whose world-wide interests are insured

under AIG's Whole Earth Policy. They'll
tell you it can.

Because by pooling all of their risks
into one world-spanning master account,
they don't have to worry about price
fluctuations in individual lines or coun-

tries. Or about dangerous inconsistencies
in coverage.

It means they don't have to worry
about losing part of their protection
because of withdrawal by one of their
various insurers.

In one master stroke using total
account underwriting, The Whole Earth
Policy virtually stabilizes their insurance
costs. their coverage and their market
continuity The world over.

At home, meanwhile, brokers and risk

managers are getting some peace and
tranquility too.

Because the Global Accounts Depart-
ment is a single facility.

You only have to talk to one person,
your Account Manager, to know just
exactly how your account stands.

We made our Global Accounts Depart-
ment compact and self-contained. With
our own in-house claims and administra-

tion. And underwriting specialists
representing alllines of insurance, all
of whom are in constant communication.

So there's no bureaucratic redtape, no
departmental barriers to prevent us from
giving you the most effective and
personal account management you've
ever experienced.

Exactly the way we've been doing for
some very, very major clients ever since
we started.

Call us at AIG Global for more informa-

tion about The Whole Earth Policy the
only insurance program big enough to
cover the world.

From the one department small enough
to make it work.

819761
Please send me more information.

 Write AIG Global Accounts, Dept. A, 1
70 Pine Street. NY. 10270.

Name/Title

Company

Adriress

City StAte 
7 Phone -

6-NOE AGA-T-NE
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OMB delays action on grain dust rule
By JIM DAVIS

WASHINGTON-Grain eleva-

tor operators would have to
monitor and limit the level of

grain dust in their elevators if
the Occupational Safety and
Health Administration has its way.

But the Office of Management
and Budget, which must approve
the regulation before public com-
ment is solicited and the stan-

dard takes effect, isn't convinced
the proposal's benefits justify its
costs.

OSHA estimates that compli-
ance with the standard would

cost operators of the nation's ap-
proximately 10,000 grain eleva-
tors more than $100 million.

OMB officials have been re-

viewing the proposal since May,
and a spokeswoman said a deci-
sion on the rule is not imminent.

Usually, the OMB has 60 days
to review standards proposed by
OSHA. But the budget office re-
ceived a special extension on the
grain dust standard.

An OSHA spokeswoman said
OSHA officials would likely be
willing to discuss the proposed
standards with OMB officials to

reach a compromise.
Grain dust, a byproduct of

milling and processing, is explo-
sive when it is kept in a con-
fined area like a grain elevator.
The dust will explode when it
comes in contact with an ignition
source, like a welding torch or
an overheated motor.

Under the OSHA proposal, the
dust level in grain elevators
would have to be kept to less
than 1/a-inch. There are presently
no limits on grain dust levels.

Dust accumulation can be re-

duced by good housekeeping pro-
cedures, an OSHA spokesman
said. These include regular dust
vacuuming programs, as well as
the installation of ventilation sys-
tems and pneumatic systems.

OSHA proposes that if grain
dust levels exceed 1/,-inch, eleva-
tor operators must take immedi-
ate action to reduce the amount

of dust. These steps include vac-
uuming and other dust removal
procedures. If dust levels are
high enough, machinery inside
the elevator would have to be
shut down.

The OSHA proposal is opposed
by the National Feed & Grain
Assn., the trade group that rep-
resents grain elevator operators.

In a January letter to OSHA,
the association noted that estab-

lishment of grain elevator dust
standards "would be unwise in

The Ideal combination
begins with the idea:

Depth of focus.

We offer in-depth experience across a broad
spectrum of insurance products, including:

Excess Liability; Excess Umbrella; Excess
Workers' Compensation; Professional Liability
for Associations-of accountants, lawyers and
others; Directors and Officers Liability-for
medium and small companies; Environmental
Impairment Liability.

And we bring each client's specific require-
ments into sharp focus for every customized
risk management program we create.

lf you'd like to have a clear picture of what we
can do precisely for you-plus the Ideal combi-
nation of long experience, new ideas and solid
dependability-please call or send the coupon.

M At- INSURANCE COMPANY
AND THE OPTIMUM COMPANIES

that little safety would result "
However, officials of the AFL-

CIO Food & Beverage Trade De-
partment, which represents about
70,000 grain workers, believe the
proposed standard is "well-bal-
anced," according to Deborah E.
Berkowitz, the union's director of
safety and health.

Since 1977, 142 grain elevator
explosions have taken place, she
said, killing 108 workers and
seriously injured another 321.

"It's not economically feasible
to eliminate dust entirely," Ms.
Berkowitz said. "But meeting the
OSHA standard will begin to
eliminate dust from elevators"

After the OMB issues a formal

comment on the standard, it will
be published in the Federal Reg-
ister and a public comment pe-
riod of 30 to 60 days will be es-
tablished.

To: Marketing Department 819/12

Ideal Mutual insurance Company
260 Madison Avenue, New York, N.Y. 10016
Telephone: 1-212-685-3300

Yes, I'd like to know how the Ideal combination can
work for me.

MAMF

Tm F

COMPANY

Ann#FRK
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Court will rule

on slander suit

by injured worker
REDDING, Calif.-A Califronia

appellate court will again be
asked to rule on whether an in-

jured worker who has received
workers compensation benefits
can also sue his employer for
slander.

The state's 3rd District Court

of Appeals ruled earlier this
summer that Robert S. Howland,

a former Shasta Country deputy
sheriff, could sue John Balma for
slander. Mr. Balma, who is now

retired, was the county sheriff at
the time.

In 1981, Mr. Howland settled a
work comp claim with the
county and went on disability
retirement.

In that claim, which resulted
in a $250,000 award, Mr. How-
land alleged that he suffered
from emotional distress and anx-

iety because of -the sheriff's dis-
like for him and because of

statements made to a local news-

paper by the sheriff about an ar-
rest in which Mr. Howland was

involved. Then on Nov. 9, 1981,
Mr. Howland filed a civil suit

for slander against Mr. Balma for
allegedly reporting to a newspa-
per that Mr. Howland had used
unnecessary force in an arrest
and had been reprimanded.

The appellate court in its June
14 decision remanded the case

back to the trial court. It rea-

soned that slander is a damage
to a person's reputation and does
not constitute a personal injury
within the meaning of the work
comp law.

However, the case is again be-
fore the appellate court because
of a legal question.

"There is still a question of
fact with regard to malice," said
Dennis Halkides, an attorney re-
tained by the county to represent
the former sheriff.
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The Cost Crisis

in Health Care

Americans expect, and get, the highest
quality medical care in the world.
But costs have skyrocketed in the last
two decades, raising serious questions
about health care delivery in
this country.

"Money & Medicine" examines

the traditional structure of Q
American medicine

and explains
why it has

46
become

inappropriate.
Doctors, health service

administrators and

consultants speak out
on the need for changing

the system.

Watch "Money & Medicine"
and observe firsthand some

alternatives being tried
around the country that not

only lower costs, but actually
give better care.

Your Host Louis Rukeyser

WEDNESDAY, SEPTEMBER 21 AT
10 P.M. ON MOST PBS STATIONS.

A PBS special produced by Amagin, Inc., Erie,
Pennsylvania, the program was made possible
by a grant from The John A. Hartford Foundation.

LOCAL BROADCAST TIMES MAY VARY. CHECK LOCAL

LISTINGS FOR EXACT DATE AND TIME.
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opinions

Toning up with some tax credits
A FTER ALL THE talk in Washington earlier this

Ilyear about capping the amount of tax-free medical
benefits employers can provide employees in the name
of health care cost containment, we find Sen. William
Cohen's idea of tax credits for businesses that establish

wellness programs very refreshing.
Sen. Cohen, R-Maine, proposes financial incentives

for employers to establish weight-control, diet and ex-
ercise programs. His bill, S. 1618, would give a tax
credit equal to 10% of the employer's direct costs, up to
a limit of $50 per employee.

We think his proposal attacks the problem of rising
health care costs at its origin-sick people.

We fully realize that even if every employer in the
nation had a wellness program in place, this alone
would not wipe out the problem of out-of-control medi-
cal costs. The problem is much more broad and com-
plex and involves the medical care delivery system as
well as the patients.

But, as Sen. Cohen says, "One way to reduce the
pressure on ever-escalating health care costs is to re-
duce the number of people who have to turn to hospital

care."

And, wellness programs have proven their success in
keeping people healthier. For example, previous Busi-
ness Insurance stories have reported that Canada Life
Assurance Co. in Toronto saved $36,975 in health care
costs the first year it introduced a fitness program.
And, New York Telephone Co. reported that in 1980 its
wellness programs saved it $2.7 million in abesentee
and health care costs.

We think providing financial incentives for employ-
ers that offer fitness programs is a much more positive
approach to health care cost containment than penaliz-
ing employers or employees with additional taxes
based on the amount of health care coverage provided
under corporate benefit plans.

The fitness tax credit proposal is a good example of
achieving a desired result by rewarding those who do
what is expected or desired rather than just punishing
those who don't measure up.

Fitness tax credits might just be one exercise that
will reduce some of the the flab in our medical care

system.

Nominate one of your peers
EY, RISK MANAGERS-don't forget that you toocan nominate someone for Business Insurance's

Risk Manager of the Year award.

Risk Manager of the Year nominations do not have
to come from within the nominee's organization, al-
though the information in the nomination must be cer-
tified by an executive of his or her organization.

You can nominate one of your fellow risk managers.
That's what happened in the 1981 competition. The

nomination letter for Risk Manager of the Year Duane
Allen of Hanna Mining Co. was signed by 10 Cleveland
risk managers who had worked with Mr. Allen on mu-
tual problems and in professional organizations.

Who can better judge the expertise and innovations
of a risk manager than those who share the same prob-

letters

lems and experiences.
Think about the people with whom you brainstorm

with at Risk & Insurance Management Society chapter
meetings or that risk manager with the good ideas who
has given you a standing invitation to tap him when
you are stuck on a problem-and who always has an
idea you haven't thought of.

Then, request a nomination package from Business
Insurance, 740 N. Rush St., Chicago, Ill. 60601. The
deadline for submitting nominations is Dec. 5.

We also would like to remind brokers and others

who deal with risk managers at small corporations (de-
fined as less than $300 million in sales) to look for pos-
sible nominees whose risk management skills often are
overlooked by others.

Relying on misconceptions about surplus lines
To the editor: Certainly any segment of

the insurance business that does not add
value to the transaction does not deserve

to survive, much less prosper. However,
your editorial (BI, Aug. 22) continues to
rely on misconceptions about the surplus
lines marketplace that also color other
parts of your special issue. It is a view
from the outside by those who only imag-
ine, based upon limited experience in a
different field, the work of the surplus
lines broker.

It is not correct to suggest that avoiding
the use of a surplus lines broker reduces
the cost of insurance or raises the com-

mission income of the agent. Insurers ac-
tively participating in the marketplace
continue to recognize the essential value
of the professional intermediary by pay-
ing for the system. Even insurers that do
not deal exclusively with surplus lines
brokers pay additional commissions when
accepting business from such an office.

Insurance programs that are less than
state-of-the-art, errors and omissions

claims, disgruntled clients, lost accounts
and well-publicized fiascos following a
claim are some of the things the national
brokerage firms have to show for placing
business through their own subsidiaries
and affiliates. Much business is still tran-

sacted with surplus lines brokers, not be-
cause of an oversight, but because some
managers are very much aware of the
value added. They may also be respond-
ing to pressure from buyers who are be-
ginning to perceive that schemes for max-
imizing brokerage income internally can
work to the client's disadvantage.

The underwriter is credited by the pub-
lie (including agents of all sizes and the
trade press) with much of the work per-
formed by the surplus lines broker.
Terms, conditions and pricing often origi-
nate in the surplus lines broker's office,
while the underwriter acts in a binary
mode-yes or no, accept or decline. A re-
tail agent submitting a proposal with the
usual "please quote" will elicit a decidedly
different response.

Remembering those other years
To the editor: In your article regarding some credibility. These treaties exclude

Northbrook Excess & Surplus Insurance underwriting authority given to others.
Co. (BI, Aug. 22), NESCO President Rob- The record since he has been at the helm

ert Agnew states that the reason for the shows a 104% loss ratio and will certainly
insurer's current 157% loss ratio is due to deteriorate in the next few years.
losses on casualty accounts written prior These figures can be verified by any
to 1978. What Mr. Agnew fails to include reinsurer on his treaty as they all get
is that the years 1972 through 1979, which copies of the experience data.
include all treaties negotiated prior to his R.E. Foss

appearance at Northbrook, carry a 60% National Underwriting Agency Inc.
loss ratio, are now 4 years old and have Chicago

The truly professional surplus lines
broker (who can deny that there are also
other kinds?) provides services that are
simply not available from any other
source, not from the underwriters them-
selves, nor from the national brokerage
firms. The retail agency can write surplus
lines and related business, but it cannot
provide a service that it has difficulty
imagining.

The surplus lines broker can easily be
avoided in these times, but it does not fol-
low that someone else has done the job.
More often it simply means that the job
has not been done.

Insurance does seem to respond to pric-
ing pressures as if it were a commodity.
But that's where the analogy ends. Insur-
ance ultimately is a service and therefore
quality is a primary consideration. For
that reason, surplus lines brokers evolved.
As long as there is a demand for quality
(and there is no denying the demand is off
in this price-happy era), surplus lines bro-
kers will continue to do the things that
only they can do for those who under-
stand the difference.

Charles McAlear
McAlear Associates Inc.

Grand Rapids, Mich.

Business Insurance welcomes letters from
its readers. Please keep your comments as
brief as possible. We reserve the right to
edit letters for darity or space. We will not
publish unsigned letters. Send your com-
ments to Letters to the Editor, Business
Insurance, 740 N. Rush St., Chicago, IU.
60611.
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It's w at s on a risk manager's desk.
Piles of information: Much of it in the wrong form.

Or place. Or found at the wrong time.
So instead of managing risk, a risk manager is

managing paper.
That's why CIGNA, with Corporate Systems, the

company that pioneered risk information manage-
ment, developed CRISm: our innovative, on-line risk
information service.

CRIS not only gives risk manager and broker
access to all of a company's historical information,
loss data and claims reports in our data base.

It helps them organize it to best suit their needs.
Instantly and simply

Even more importantl¥ CRIS allows the risk

Insurance Company of North America
Aetna Insurance Company
ESIS Inc.

CIGNA companies

manager to enter exposure and a ocation data
policy information and administrative costs for a
complete picture of a company's risk manage-
ment program.

So risk managers can finally make the decisions
that will improve their companies' bottom line.

If you would like more information on CRIS, and
you're an ESIS client, or major INA/Aetna casualty
insured, do nothing. CRIS will be made available to
you as a regular part of your program.

If you are not a client, but intend to become
one, and would like more information on CRIS, write
INA/Aetna, 1600 Arch Street, Department RD,
Philadelphia, PA 19103. Our response could be the
most useful information that crosses your desk.

CIGNIA
t,%/M.

.
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OSHA inspecting additional worksites
By JERRY GEISEL

WASHINGTON-The Occupa-
tional Safety and Health Admini-
stration is increasing the number of
worksites it inspects.

During the first half of fiscal
year 1983, which ended March 30,
OSHA inspected 32,093 workplaces,
up 14.3% from the 28,087 inspec-
tions conducted in the first six
months of fiscal 1982.

However, OSHA has conducted
fewer follow-up inspections so far
this year. During the first six
months of fiscal 1983, the agency
conducted only 721 follow-up in-
spections, down 17.3% from 872 fol-
low-ups during the same six-month
period last year.

The reduction in follow-up in-
spections is due to OSHA's recent
policy of confirming safety viola-
tion corrections by telephone or
mail rather than through a second
inspection.

Fitness programs
Sen. William Cohen, R-Maine,

wants to give employers a financial
incentive to offer employee fitness
programs.

A bill introduced by Sen. Cohen,
S. 1618, would give tax credits to
businesses that establish weight-
control, diet and exercise pro-
grams.

The measure would give a tax
credit equal to 10% of the em-
ployer's direct costs, up to a limit of
$50 per employee.

To qualify for the tax break,
however, a corporate fitness pro-
gram would have to be certified by
the Treasury Department in con-
sultation with the Department of
Health and Human Services.

Benefit costs

Federal legislators who are con-
cerned that the growth of tax-free
benefits may be eroding the taxable
wage base should take a closer look
at the numbers, a benefit consult-
ing firm says.

Some members of Congress have
stated that some employers spend
more money on benefits than they
do on cash compensation and that
the tax status of benefits should be

reviewed, reports consultant Wil-
liam M. Mercer Inc. in its latest
bulletin.

In fact, surveys, like those con-
ducted annually by the U.S. Cham-
ber of Commerce, reveal that em-
ployee benefits comprise about
one-third of wages, Mercer notes.

And the bulk-70%-of total em-
ployee benefit costs are legally re-
quired benefits, like Social Secu-
rity, or benefits that are already
taxed, like vacations and sick
leave.

Tax-free benefits, like group
health insurance and dental care

plans, may amount to as little as 9%
of payroll.

As a result, no debate on the tax-
ation of benefits "should proceed
on the basis of these tax-favored
benefits representing 33% (or more)
of payroll," the Mercer bulletin
says.

Trustees sued

Trustees of a multiemployer pen-
sion plan for ship workers in the
Puget Sound, Wash., area violated
their fiduciary responsibilities, the
Labor Department charges.

The eight trustees of the North-
west Employees' Retirement Plan
kept between $6 million and $9
million of plan assets in passbook
savings accounts that paid 51/2% in-
terest even though higher rates of
returns were available from other

prudent forms of investment, ac-
cording to a lawsuit filed by the
Labor Department.

The suit, filed Aug. 29, in the U.S.

washington

District Court in Seattle, asks the
court to order the trustees to reim-

burse the plan for lost revenue.
Trustees named in the suit are:

Robert Barnes, Lawrence Hagen,
Van C. Harrison, Tom Moody,
Warner Nelson, Robert Nicholas,
Robert Olson and Wayne T.
Wright.

The multiemployer plan covers
members of Laborers Local 252,
Sheetmetal Workers Locals 99 and

150 and Shipscalers Local 541, the
Labor Department said.

Social Security
A provision in Social Security re-

form legislation Congress passed in

March could hamper the recruit-
ment of new federal employees, the
General Accounting Office says.

That bill specifies that federal
employees hired after Jan. 1, 1984,
must be covered by the Social Secu-
rity system.

That means the new employees
will have to pay FICA taxes, which
next year will rise to 7% from 6.7%
of salary.

All federal employees currently
pay 7% of salary for their own re-
tirement plan. As a result, 14% of
wages will be deducted from the
paychecks of new federal employ-
ees for mandatory retirement plan
contributions.

By contrast, employees in the

private sector generally do not
have to make contributions to their

pension plans. Their only manda-
tory pension contribution is the
FICA tax.

The GAO warns that the federal

government may have a hard time
finding new employees since 14%
of their salary will automatically go
toward retirement savings.

Railroad retirement

President Reagan has signed leg-
islation that will boost payroll taxes
for railroads and their employees.

The tax increases, totaling about
$2.5 billion for employers and rail-
road employees, are needed to
shore up the Railroad Retirement
System, which covers about 1,000
railroads and 1 million retirees (BI,
Aug. 15).

Employer and employees taxes
for railroad retirement Tier I bene-

fits, which correspond to the So-
cial Security program, will rise in
stages from the current 6.7% to
7.65% in 1990.

Employer taxes for the Tier II
program, which corresponds to the
private pension plans offered by
most other companies, will rise on
Jan. 1 to 12.75% and will increase to
13.75% in 1985 and 14.75% in 1986.

Currently, the Tier II tax for em-
ployers is 11.75% on the first
$26,700 of wages. It isn't known yet
what the taxable wage base for Tier
II will be next year.

Tier II taxes for employees are
now 2% of the first $26,700 of
wages. Next year, employees will
pay a Tier II payroll tax of 2.75%,
with the tax increasing to 3.5% in
1985 and 4.25% in 1986. .

AMERICAN

Managing massive litigation:
are youcouring disaster?

7tvodays ago the plaintiffdemanded
$800,000 to settle.The defense offered
$100,000. There was no further movement
and the case was carried to verdict. Thejury
found for the plaintiff; the award was
$3,356,000.

What went wrong?The defense team
had already decided that they werr willing
to pay $500,000. The case could have been
settled for 9500,000. But after the initial
$100,000, the defense made nofurthero#er

In 31% of the cases we monitored last

year, carriers did not offer what they said a
ease was worth. Back in 197Z however the
ftgure was an astounding 55%. It was at this
time that American Re established a litiga-
tion management team. to work for our
clients exclusively on these massive cases.

How important litigation management
can be is shown by the increase injury
verdicts awarding $1,000,000 or more in
pensonal injury suits, as shown at the right.

In the face of the national trend,

American Re clients who used our special-
ists increased their percentage of massive
injury cases won from 36% to 49%. These
victories represent many millions of
dollars saved; dollars that flow directly
to our clients' bottom lines.

How often do you have a chance to lose
a million dollars or more in one case? Pos-

sibly once ayear or twice. But these are the
ones that can really hurt you. Thejury's
attitude toward a massively injured person
is qualitatively different from that in the
ordinary injury case. They want to find for
the plaintiff. What's more, the plaintiff is
usually represented bya specialist in mas-
sive injury cases. The primary company's
people, on the other hand, usually handle a
large volume of smaller cases. In this un-
familiar type of case, they may hesitate to
make hard decisions. Theyean miss danger
signs, or opportunities.

MILLION DOLLAR VERDICTS

250 1977 1978 1979 1980 1981

200

150

100

The number ofjury verdicts in the USA each yearawarding
81 million or more to individual plaintiffs in personal injury suits
Information from Jury Verdict Research, Inc. Solon. Ohio.

AMERICAN REDEF]
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Nu-Med names Fein vp-risk management
Barbara Fein is vp-risk man-

agement, a new position, at Nu-
Med Inc. in Encino, Calif. Ms. Fein

is responsible for both corporate
property/casualty and employee
benefit insurance programs, as well
as risk control for all subsidiaries

and hospitals owned by Nu-Med.
Ms. Fein was previously corporate
risk manager for Carlsberg Corp.
in Santa Monica, Calif. Prior to

that, she was risk manager for R&B
Enterprises, located in West Los
Angeles. Ms. Fein received the As-
sociate in Risk Management desig-
nation and is president of the Los
Angeles Chapter of the Risk & In-
surance Management Society. Ms.
Fein reports to William Hartauer,
Nu-Med's president.

***

Ronald D. Hall, 42, is controller
for insurance operations at Ingram

comings & goings: buyers

Industries Inc. and Tennessee In-

surance Co. in Nashville, Tenn. It is

a new position. Mr. Hall is respon-
sible for accounting and controller
functions and coordinating insur-
ance matters for all Ingram Cos, as
well as risk management responsi-
bilities. Mr. Hall was previously
with Genesco Inc. in Nashville

where he served for 21 years. His
most recent position at Genescc
was as controller of corporate in-
surance. Mr. Hall received a bac·he-

lor of science degree in accounting
from Bowling Green College in
Bowling Green, Ky., as well as the
Associate in Risk Management and
Certified Public Accountant desig-
nations. Mr. Hall reports to Charles

J. Eades, vp of insurance at Ingram
Industries.

***

Thomas J. Santorelli, 41, has

been named staff vp-insurance, a
new position, at Hertz Corp. in New
York. Mr. Santorelli handles prop-
erty/casualty and international in-
surance programs for the company
and is vp of HCM Claims Manage-
ment Corp., a subsidiary that mar-
kets claims management services to
outside companies. Mr. Santorelli
joined the company in 1977, serving
most recently as staff vp of claims.
Prior to that, he was vp of claims
for VICO Corp. in St. Louis. Mr.
Santorelli received a bachelor of

science degree in business adminis-

tration from Rider College in
Lawrenceville,
N.J. Mr. San- 
torelli reports to !
James P. Day, 1
vp of financial
resources at

Hertz.
***

David L.

Vance, 40, is the

new occupa-
tional Mr. Santorelli
health/loss con-

trol coordinator in the risk man-

agement department of Revco D.S.
Inc. in Twinsburg, Ohio. He re-
places Lloyd Goff, who is pursuing
private business interests. Mr.
Vance coordinates the safety plans
for all of Reveo's manufacturing fa-
cilities. Prior to joining the com-
pany, Mr. Vance was a loss-control

FRONTIERS
URANCE

Commor® they fail to estimate what
the case is worth. assuming clear liability.
They may fail to make an adequate offer.
They may not make a thorough investiga-
tion ofthe plaintiffs case especially if they
are concerned with other cases at the same

time. They may not realize they are in the
lion's mouth

Our specialists are available forconsul-
tation and daily trial observation.

They are practiced in working with
counsel and the claims penson: helping
them to investigate a case, anticipate and
visualize the plaintiffs presentation.
develop the defendant's presentation,

estimate verdict potential
and advise on offer or trial.

Ifyou can benefit from
our Litigation Management
service, call Bill Edwards, Vice
President and Dial Coordi-

nator for American Re, at

(212) 618-7000.

NES RET[NSURANCE

American
Re-Insurance

Company
One Liberty Plaza
91 Liberty Street

NewYork N.Y. · 10006

consultant for the Cleveland office
of Alexander & Alexander Services

Inc. Mr. Vance was also safety
manager of P&C Food Markets Inc.
in Syracuse, N.Y. Mr. Vance has
received the Associate Safety Pro-
fessional designation and is a mem-
ber of the American Society of
Safety Engineers. He reports to
Alton Schexnayder, Reveo's direc-
tor of loss prevention.

Business Insurance would Zike to Te-

port on staff changes in your com-
pant/'s risk management, safety or
employee benefits department. Please
send the details about the staff change

to Sallie J. Drury, Staff Reporter,
Business Insurance, 740 N. Rush St.,

Chicago, m. 60611, 07 call 312-649-
5352. We would also like to receive

photographs.

Pepper to speak
at AMA meeting

CRYSTAL CITY, Va.-Em-
ployee benefit managers from
around the country will be attend-
ing the American Management
Assns.' annual compensation and
benefits conference on Sept. 22-23
in Crystal City, near Washington,
D.C.

AMA conferences, which have
been held for 40 years, are designed
to keep benefit managers at small
and medium-sized firms up to date
on benefit trends and regulations.

This year's conference will begin
on Thursday, Sept. 22, with a key-
note address by Rep. Claude Pep-
per, D-Fla., chairman of the House
Rules Committee.

Rep. Pepper, who in 1978 led the
successful legislative battle to raise
the mandatory retirement age to 70
from 65, will discuss how the pri-
vate pension plan system must be
improved to meet the future retire-
ment income needs of the post-war
baby-boom generation.

Rep. Pepper also will analyze
how current vesting schedules al-
lowed under the Employee Retire-
ment Income Security Act need to
be improved.

Some 15 individual benefit ses-
sions will be held at the conference.

They include:
• "Restructuring the Defined

Benefit/Defined Contribution Mix:

Proven Strategies for Cost Con-
tainment." Case studies will be pre-
sented on how plan design changes
can cut retirement benefits costs.

• "TEFRA Update." The latest
Internal Revenue Service rules on

"top-heavy" pension plans will be
analyzed with advice to small em-
ployers on how they can meet the
new rules.

• "401(k) Plans." Benefit experts
will discuss when companies
should consider setting up 401(k)
salary reduction savings plans for
their employees.
• "Benefits Take-Back: Com-

municating Changes Effectively."
Employers will learn how a major
manufacturing company and a top
retailing firm were able to take
back benefits without a drop in mo-
rale or productivity.

In addition, a special Friday
morning session will look at the
move to unisex insurance actuarial

tables and how benefits have be-

come a key issue in age discrimina-
tion cases.

The fees for the conference,

which will be held at the Crystal
City Hyatt Regency Hotel, are $525
for AMA members and $595 for
non-members. Discounts are avail-

able for employers with three or
more registrations. For more infor-
mation, contact June Baldino,

American Management Assns., 135
W. 50th St., New York, N.Y. 10020;
212-903-8216. Or call the AMA reg-
istrar at 518-891-0065. •
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Chemical dependency treatment offered
United Health Maintenance has

introduced a chemical dependency
treatment program that identifjes
and aids employees with alcohol or
drug dependency.

UHM staffers will first meet with

employers to discuss three init.al
steps:

• The best way to set up and
maintain a program and train em-
ployees as program managers.
• What provisions in an em-

ployer's group health policy will
cover the chemical dependenvy
program,

• The best plan of action in con-
tacting the specific employee group
and referring dependent employ-
ees to help.

UHM then conducts a two-part
program. In the first part, group
meetings to educate employees on
chemical dependency are con-

products & services

ducted. In these sessions, employees
with chemical dependency can re-
quest nelp.

Employees are given a 24-hour
phone number to call for informa-
tjon, counseling and referral to
treatment. Employees also car- re-
ceive information on questions not
related to chemical dependency
through the "helpline."

Dependents of the employee can
also call the helpline.

The second part of the program
involves actual employee counsel-
ing. This part of the program is ini-
tiated in one of three ways:
• An employee can request

coinseling
• A supervisor may suggest

counseling for an employee.
• An employee automa-ically

receives counseling if chemical de-
pendency is detected througt a
drug-screening program.

In each ease, the employee meets
with a certified local counEetor se-

lected by UHM either at the work-
place or at the employee': home If
the employee requires hospitaliza-
tion or rehabilitation, UHM has a
nationwide referral network of .7-

patient and outpatient treatment
facilities.

Fcr further details on the United

Health Maintenance Chemical De-

pendency Treatment program, ccn-
tact Moniza E, Oss, Vp-Business
Development, United Healtn Ma n-

tenance Inc., Chesapeake Building,
Suite 203, 9017 Red Branch Road,
Columbia, r.(Id. 21)45; 800-638-5891;
in Maryland, 301-730-9009.

Annuity contract
F'enn Mutual Life Insl_ranee Co.

is now offering Diversilier II, an
indivicual annuity contract with
multiple options that can be pro-
vided as an employee benefit

The Diversifier can be used to
fund individual retirement annui-

ties; Keogh plans; tax-deterred an-
nuities for publi2, parochial and
c,ther charitable or religic us organ-
ization emp-oyees 401(k) salary re-
duction plans; qualified corporate
retirement plans. qualified single-
sum deposits; and other retirement
savings plans.

Payments for the individual em-

1 ./aa/1,

'.4,4,4

ployee retirement accounts can be
either made by an employer or by
the employee through payroll de-
ductions.

The Diversifier II offers fixed

and variable annuity plans. The
fixed plan has two options. The
first carries a one-year interest
guarantee, fixing interest rates at a
rate not less than the 52-week

Treasury bill discount rate. The
second option offers a one-month
interest guarantee, which is
changed each month, varying with
short-terrn interest rates.

There is no service or mainte-

nance charge for the fixed-rate
plans.

The variable plan features the
choice of investing retirement sav-
ings in an equity fund or money
market fund.

In the first case, investments are
placed in the equity fund of Penn
Series Funds Inc. The major thrust
of this fund is long-term growth,
while income is the secondary con-
sideration.

In the second case, investments
are placed in the money market
portfolio of Penn Series Funds. The
primary goal of this fund is invest-
ing in high-quality, short-term
money market instruments.

There is a charge for the variable
annuity plan, which is outlined in
the Diversifier II prospectus.

Transferring funds between the
equity fund and money market
portfolio is allowed, subject to con-
tract provisions, twice each year.

The Diversifier II allows the con-

tributor to specify how retirement
income should be paid: as an annu-
ity for a certain number of years, a
life annuity, a life annuity with
guaranteed payments of 10 or 20
years or a joint and survivor life
annuity.

For further details on the Diver-

sifier II flexible annuity plans con-
tact your local Penn Mutual sales
representative or The Penn Mutual
Life Insurance Co., Independence
Square, Philadelphia, Pa. 19172.

PPO assessment

The Morgan Bigae Institute is in-
troducing a preferred provider or-
ganization assessment program for
individual employers and small
groups of employers.

Morgan Bigae principals will
evaluate the PPOs employers are
considering for services. The as-
sessment can include a number of

PPOs in the employer's area or just
the specific PPOs the employer is
considering contracting with.

Morgan Bigae examines the qual-
ity of care provided, cost effective-
ness of the PPOs, the hospital utili-
zation rate of the PPOs' corporate
patients, incentives for efficient
physician practice, contractual
issues, the major weaknesses of
each PPO and the possible em-
ployee use of a PPO,

After Morgan Bigae gathers the
information, it analyzes it and pres-
ents its final findings and recom-
mendations in a report and presen-
tation, says S. Brian Barger, presi-
dent of Morgan Bigae.

An employer or small employer
group may ask only for certain ele-
ments to be assessed. A minimum

study would assess the PPO's qual-
ity of care, cost effectiveness, utili-
zation review setup and incentives
for efficient physician behavior
evaluation.

Fees for a PPO assessment de-

pend on a variety of factors, like
the number of PPOs to be studied,
the type and depth of information
employers want and the time pe-
riod it takes to conduct a full study.

For more information on the

PPO assessment program, contact
S. Brian Barger, President, The
Morgan Bigae Institute, 35 E. Sev-
enth St., Suite 622, Cincinnati, Ohio
45202; 513-421-8414. .
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WHATEVE
SPECIALTY U , ANY

HAS ITAL D.
There are so many types of Specialty

Lines coverages, it can be a nightmare just
figuring out which insurance company to call.

Which is why you should call Fireman's
Fund the next time you need Specialty Lines
insurance. We have over 700 specialists

around the country whose sole job is to handle
any type of Specialty coverage.

In Ocean Marine, we're one of the largest
insurers in the industry. And one of the most
knowledgeable. We've been writing import/
export cargo and hull insurance for
overacentury.

We're experts in contract surety, and we
also handle a full range of bonds. So no matter

how large or small your clients' Fidelity and
Surety needs, we can help

In Excess and Special Risk Fireman's
Fund is a pioneen We've established a reputa-
tion for consistency in the marketplace. And
for having the ability to take on virtually any
risk.Through a separate department in each
branch, we handle umbrellas, excess property,
errors and omissions and special events.

And our Entertainment Division is the

world's leading underwriter of motion pictures.
In fact, in all areas of Specialty Lines,

we write practically anyriskyou can imagine,
from the simplest to the most complex. Hardly
a day passes that we don't develop a program

Tr 17--

to cover something new, large, or exotic.
We're justifiably proud of our range of

products, local authority, capacity and service.
We've got what it takes to be the biggest
specialty underwriter in the world. In fact, do
you know a bigger one?

Give us a call the next time you need
Specialty Lines insurance. Whether you're a
Fireman's Fund producer KA
or not.Whatever you need /f- 1

in Specialty Lines, we can (1¢51®
cover it. CS*&=:5)

FIREMAN'S FUND
Insuring the future.
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AGENTS: What do you do when a client asks
about long-term auto leasing insurance?

Be sure-take advantage of our extensive experience with this

difficult-to-place business. Designed specifically for the automobile
teasing/rental industry, our program saves your time, cuts your

costs, satisfies your customer. We do the work, you get the credit!

• Lessors Excess Liability

• Lessors Contingent Liability

• Contingent Physical Damage

lili
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• Primary Physical Damage

• Primary Liability coverages

• Interim Car Coverages

We invite your inquiry and your business.
Call or write Ron Ruane.

1
i

PAIGE-RUANE, INC.
INSURANCE

The Irwin Building
460 N. Gulph Road
King of Prussia, PA 19406
(215) 265-4170
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Physical Damage by

*lotors Insurance

The Insurance People from General Motors

... ANP I HAVECOGET
AN ANSWER ON THIS

SPECIALRISK IN 24 Moul?$!
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Nationale-Nederlanden unit

buys Excelsior Insurance Co.
Peerless Insurance Co. of Keene,

N.H., has agreed to acquire the out-
standing stock of Excelsior Insur-
ance Co., a multiline regional in-
surer based in Syracuse, N.Y.,for
about $19 million, or $22.36 a share.

Peerless is a subsidiary of Na-
tionale-Nederlanden N.V., based in
the Netherlands.

The acquisition is seen by Peer-
less primarily as a way of expand-
ing its volume, according to Russell
Jorolemon, vp-marketing for Ex-
celsior. He added that Excelsior,
which is licensed in 13 states on the

East Coast and generated $35 mil-
lion in premium in 1982, will be
able to expand its property lines
business through the acquisition.

Peerless is licensed in all 50 states

markets

and reported 1982 revenues of
about $180 million.

Peerles plans no changes in Ex-
celsior's management or staffing as
a result of the acquisition, which is
subject to regulatory and share-
holder approval.

"It is Peerless' intention to con-

tinue to operate Excelsior in a
manner that maintains its indepen-
dent identity," said Jospeh H.
Youngs, Peerless' president.

Helicopter program
Helicopter Assn. International

I'LLGET A<60CIATED.'
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Get a fast answer from Associated.

Feeling match-point pressure over an unusual risk that needs an
immediate answer? Make your phone the Green Phone! Associated's spe-
cialized. expert underwriters are authorized to give you fast answers.
whether your needs include excess, surplus lines or special risk. In fact,
80% of the time. Associated can get you a response during your initial call.
So hit a sure winner. Get Associated with the Green Phone, now.

Associated International Insurance Company
3450 Wilshire Blvd.. #201, Los Angeles. CA 90010. (213) 739-8840. TELEX 67-7302 AIIC LSA
Member Stewart Wrightson Insurance Group. London
Excess • Special Risk • Surplus Lines · Liability and Property
Business accepted through specifically qualified surplus line brokers and reinsurance inrermediaries.

has named broker Bayly, Martin &
Fay International Inc. as adminis-
trator of its helicopter pilots' loss-
of-license insurance program,
which is underwritten by Un-
derwriters National Assurance Co.

of Indianapolis.
The association's program, of-

fered in the United States, Canada

and the United Kingdon, offers
temporary and optional long-term
disability insurance coverage for
the duration of a pilot's disability or
until age 60 for pilots who lose their
Federal Aviation Administration

licenses.

The Philadelphia BMF office
will administer the program under
the supervision of Executive Vp
Jay Lavenson.

The association is a professional,
non-profit trade group of commer-
cial helicopter operators, manufac-
turers and suppliers.

Name change
CIGNA Corp. has changed the

name of its international affiliate,

INA International Corp., to CIGNA
International Corp.

The affiliate manages CIGNA
subsidiaries operating directly in 48
countries and has representation in
100 others. CIGNA International

also has 11 U.S. offices.

Consolidation

Rollins Burdick Hunter Co. has

opened a San Antonio, Texas, of-
fice, merging with the local office
of James S. Kemper & Co. Rollins
Burdick Hunter Agency of Texas
Inc. is located ·at 800 N.W. Loop,
San Antonio, Texas, 78216; 513-349-

2626. Charles T. Bigelow, a vp, will
manage the office.

RBH was acquired by Combined
International Corp. last December.
Combined also owns Ryan Insur-
ance Group, of which Kemper is a
subsidiary.

New offices
Swett & Crawford has moved

its Tampa, Fla., office to 101 S.
Hoover Blvd., Suite 115, Tampa,
Fla. 33609; 813-876-5783.

Touche Ross & Co. is opening a
new office in suburban Chicago to
offer employee benefit and tax
consulting services as well as its
traditional accounting and auditing
services. It is located at Walden Of-

fice Square West, 1931 N. Meacham
Road, Schaumburg, Ill. 60195. The
office will be headed by Charles J.
Stahl, an audit partner with the
firm.

Tillinghast, Nelson & Warren,
Inc., a consulting and actuarial
firm, has opened an office in Ire-
land at 11/12 Warrington Place,
Dublin, Ireland; 0001-608315, 0001-

608393 or 0001-608399. Colm Fagan,
a Tillinghast vp, is managing the
new office.

Milliman & Robertson. an ac-

tuarial consulting firm, has opened
a new office at the Georgia-Pacific
Center, 133 Peachtree St. N.E.,
Suite 3080, Atlanta, Ga. 30303; 404-
659-3541.

ASIS moves offices
ARLINGTON, Va.-The Ameri-

can Society for Industrial Security
has moved its headquarters to Ar-
lington from Washington, D.C.

The new address for the society
is 1655 N. Fort Myer Drive, Suite
1200, Arlington, Va. 22209; 703-522-
5800. •
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Il "W?y did that happen?* D "Why did he do that?" Il

These are the most common

questions asked after an
accident Answering these
questions after the accident
is called investigation.
Answering these questions
before an accident is called
Risk Control.

/nvestigation is im portant
but costly. Risk Contro/ is
essential and a cost saving
investment If you want the
answers before losses occur,
you need to talk with CRAWFORD
RISK CONTROL SERVICES.

We address such exposures
as Workers' Compensation,
Fleet Liability, General
Liability, Professional Liability,
Property, and Net
I ncome Protection.

For more information contact Mr. Jim Sybert

5620 Glenridge Drive, N.E. P.O. Box 5047 Atlanta, GA 30302

CRAWFORD& COMPANY

(404)256-0830

regional offices in:

ATLANTA CHICAGO DALLAS NEWYORK SAN FRANCISCO WASHINGTON, D.C.
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As the simple practice ofbuying insurance has evolved into
the complex science ofmanaging risk, the risk management
function has assumed ever-increasing importance to a com-
pany's stability and financial well-being. And, as anyone
involved in the risk management process knows, in order to
forge an efficient and effective program, you must make the
right decisions at the right time.

This is where The Travelers can help. Our new
Client Access Risk Management Analysis"CARMA"SM Sys-
tem can put the information you require to make decisions
where you need it, when you need it. At your fingertips.
Immediately.

CARMA gives you direct, on-line access to claim

TO:

The Travelers

One Tower Square
Hartford, CT 06115

Please send more information about the CARMA system to:

Nat-ne

Company

Address

Att:

Linda Sundram City State

information you have in The Travelers
data bank This means that individual

claim descriptions can be available at the
push ofa button. Or grouped together
by date Or by a given dollar amount. Or
by type ofaccident. Or by location. Or by
any combination ofthese. It's up to you.

And this information becomes

more meaningful since reports are pro-
duced and designed by you. You and your
staffspend less time thumbing through,
and manually creating reports because
CARMA does the work for you. The
result a more productive workforce.

What's more, CARMA is more

than a decision support system. It's a deci-
sion development system. Ask a question.
Ifthe answer suggests yet another question,
ask it Because CARMA can answer your
questions as fasi as you can think them up, it

can actually aid your thought process. As you
explore opt:ons, CARMA molds data into

Information and eventually, decisions.
As a result, when your needs extend
beyond mere claim facts to financial
planning, accident analyses, or even

monitoring your safety program,
CARMA can help.

And ifyou've ever
been intimidated by the high
tech world andjawbreaking
jargon ofcomputers, you'll

especially like CARMA.
It can be very user friendly.
You use simple English
language commands. Your

answers come back the same way. So you don't need a data
processing background to understand what CARMA
tells you.

Best ofallit's from The Travelers. We've been

a leader in the insurance industry for over a century. As
the needs ofour clients have changed, so have we. As a result,
for CARMA customers, the handwriting is on the wall.
Increased speed and flexibility. Improved efficiency. Even
better, the data is on the terminal screen. In your office. At
your convenience.

For more information about CARMA, contact
Linda Sundram, The Travelers, One Tower Square, Hartford,
CT 06115. (203) 277-6943. Or send us the coupon below:

Phone

Zip

819/12/83
"CARMA" is a servicemark of The Travelers indemnity Company

TheTravelersj
The Travelers Indemnity Company
and its Affiliates

Hartford, Connecticut 06115



Few lines escape losses
in '82, reinsurer reports

By JOHN PARRY

ZURICH, Switzerland-Every-
one now knows that 1982 was a

particularly bad year for prop-
erty/casualty insurers, but marine
and other non-aviation transport
underwriters were not hit as hard

as others, a major reinsurer says.
Natural disasters were particu-

larly prevalent, costing billions of
dollars around the world, according
to Swiss Reinsurance Co.'s annual

survey of major catastrophe losses.
The report noted that claims in

the United States and Western Eu-

rope had "rarely" reached compa-
rable heights.

In the United States alone, the
total catastrophe damage recorded
by the insurance industry in 1982
exceeded $1.5 billion, compared with
$715 million in 1981, the report said.

Weather catastrophes were re-
sponsible for many of the claims
registered in Western Europe and
Asia, the report said, noting that
freezing winter weather and floods
particularly affected both France
and Britain.

In India, floods brought on by
monsoon rains caused the deaths of

more than 2,000 persons and made
3 million more homeless. Later in
the year, in November, a hurricane
killed another 500 and left another
5 million homeless.

The report also noted several
natural disasters that struck the

Middle East, notably earthquakes
that killed 3,000 persons in North
Yemen and 500 in Afghanistan.
Elsewhere, Hurricane Olivia,
which struck El Salvador and Gua-
temala, killed 1,200 people, while
major floods were also recorded in
those two countries along with Nic-
aragua, Japan and Indonesia.

Hurricane damage was particu-
larly severe in Cuba, Mexico, the
Philippines, Japan and India.

For fire insurance claims, 1982
was a particularly disastrous year,
according to the report. A fire in a
K mart Corp. distribution center in
Morrisville, Pa., caused more than
$100 million of damage, the largest
fire insurance claim ever recorded,
according to Swiss Re.

In addition to natural disaster
and fire losses, there was an in-
creased number of aviation disas-

ters in 1982, with corresponding in-
creases in the damage claims.

Among the most important avia-
tion claims, according to the report,
was the crash of a Pan American

World Airways Boeing 727 shortly
after takeoff from New Orleans,
which killed 153 people; the crash
landing in Boston harbor by a
World Airways DC-10, which
killed two people and caused a $50
million hull loss; and the crash of
an Air Florida Boeing 737 into the
Potomac River in Washington,
which killed 78 people, destroyed a
$12 million hull and triggered $100
million of personal liability claims.

Swiss Re says only non-aviation
transportation insurers reported no
great increase in claims in 1982.
However, the report notes the col-
lapse of the Ocean Ranger offshore
oil exploration platform off the
coast of Newfoundland, which
killed 84 and produced $86.5 mil-
lion of personal liability claims. It
also notes that several medium-
sized tankers were lost in various
areas of the world.

In a related report, Swiss Re said
that a survey of 81 countries, in-
cluding both developed and Third
World nations, shows that the
number of insurance companies in
these nations had decreased 10.5%

in the period from 1968 to 1982.
In fact, the report says, North

America is the only area of the
world where the number of insur-
ers is increasing. There are 5%
more insurance companies in the

United States and Canada now
than there were in 1968.

Worldwide, there were 12,941 in-
surance companies in the 81 sur-
veyed nations in 1982, the report
said. The sharpest contraction was
in Africa-down 53% from 1968
figures to 425-but Europe, too, re-
gistered a substantial decrease-
down 14% to 4,763.

Domestic-based insurance com-

panies decreased in number by
11.1% to 3,510 during the period,
while the number of foreign-
owned companies dropped 20.7% to
1,253, the report said.

However, the figures were re-
versed in North America. The

number of domestic companies rose
3% to 5,116, while foreign-owned
insurers increased 32.5% to 477. .
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New York:

220 East 42nd Street, N.Y. 10017 (212) 210-0133
Chicago:
740 Rush Street, IL 60611 (312) 649-5275
Los Angeles:
6404 Wilshire Blvd., CA 90048 (213) 651-3710

Business Insurance, the national newsweekly of loss
prevention, risk financing and benefit management.

Nowyoucan
make your living where

the grass isgreener.
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At MONX our Group Insurance and Group Pension operations have
grown - Easter than we could have expected So we're moving to the wide open
spaces of Westchester

As a result, we have new opportunities for group underwriters (both
new business and renewal), contract analysts, installation specialists, pensions
specialists, claim analysts, computer systems analysts, and accountants, just
to name a Eew

Our new office inWestchester is scheduled for completion in mid-1984.
Until then, you'll be located at MONY headquarters in mid-town Manhattan.
And if this temporary placement means increased commuting costs for you,
we'll pay the difference, up to $100 a month.

But MONY offers you a lot more than train fare.Things like an
attractive salary excellent benefits, and lots of opportunities for advancement.

So think about a change in scenery MONY inWestchester.
Call us at (914) 683-MC)NY Or send your resume to our Group Operations
Employment Office at 2 Gannett Drive,White Plains, NY 10600.

MONY in Westchester. it'$ a nicer place to work.
THE MUTUAL LIFE INSURANCE
COMPANY Of NEW YORK

1740 BROADWAY

MC)NY is an Affirmative Action Employer, NEW YORK. NEW YORK 10019
Mf,NY
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datebook
son & Warren Inc, $600, $500 for subsequen- reg- cil annual meeting m Miami Beach, Fla, $:85 for Douglas, Profit Sharing Council of America, 20 N
istrants Pat Kelley, Tillinghast, Nelson & Warren, members, $685 for non-members Alzata Hill, Di- Wacker Drive, Chicago, Ill 60606, 312-372-3411
3340 Peachtree Road NE, Atlanta, Ga 30026,404- rect Marketing Insurance Council, 6 E 43-d St.,
261-542[ New York, N Y 10017, 212-689-4977 OCT 21-22. Occupational Disease Litigation

seminar in New Orleans, sponsored by Practising

OCT 1143 Industrial Fire School m Mannette, OCT 1344. Effective Fire Brigade Operation OCT 1;48.1983 Statistical/Data Quality Km - OCT 19 Claims Handling for Inland Marine Law Institute, $375 Also Nov 4-5 m New York,

Wis, sponsored by Ansul Fire Protection, $650 seminar at Delaware Techmcal and Community nar m liew York. sponsored by the Insurance Ser- Risks seminar in Atlanta, sponsored by nland Dec 2-3 m San Francisco Pracusing Law Instl-
Jill Davis, Ansul Fire Protection, Mannette, Wis College, sponsored by the International Safety vices Office, $200 Shan Silk, Communications Di- Marine Underwriters Assn. $24 Dora Rothman, tute, Department HNC. 810 Seventh Ave, New
54143,715-735-7411 Academy, $200 ISA, 1600 Arch St,PO Box 8527, vision, 1SO, 160 Water St, New York, NY .0038, Inland Marine Underwriters Assn , 14 Wall St, York, NY 10019, 212-765-5700

Philadelphia, Pa 19101, 215-241-3176 212-487 5000 New York, N Y 10005, 212-233-7958
OCT 23-26 Health Care Cost Containment

OCT 1144 Third Annual Construction Insur

ance conference m Chicago, sponsored by the In- OCT 1344 National Assn of Employers on OCT l--19. Fundamentals of insurance confer- OCT 19 27th Annual Risk Management con- seminar in San Francmo, sponsored by the Inter-
ternallonal Risk Management Institute, $540, sin- Health Care Alternatives national conference in ence in Toronto, sponsored by the Risk & Insur- ference in Los Angeles, sponsored by the Los An- national Foundation of Employee Benefit Plans,
gle- and two-day fees available International Risk Chicago, $350 for members, $450 for non-mem- ance Management Society, $345 for members, $445 geles Chapter of the Risk & Insurance Manage- $390 for members, $465 for non-members IFEBP,
Management Institute, Suite 208, Building III, bers. Ruth Stack, National Assn of Employers on for non-members Editorial Department, RIMS, ment Society, $50 for members. $60 zor non-mem- 18700 W Bluemound Road, P O Box 69. Brook-
10300 N Central Expressway, Dallas, Texas 75231 Health Care Alternatives, 1134 Chamber of Com- 205 E 42nd St, New York, N Y 10017, 212-286- bers Walter Robinson, Norris Industries Inc, 1 field, Wis 53005, 414-786-6700

merce Building , 15 S Fifth St , Minneapolis, 9292 Golden Shore, Long Beach, Calif 90802,2 3-435-

Minn 55403,612-338-4823 6676 OCT 23-27 Washington Insight on Employee
OCT 12-14 Behavior Science· A New Ap- OCT 17-20. 71st Annual National Safety Con- Benefits seminar m Washington, sponsored by
proach to Accident Prevention course at tie OCT 1445 Construction Failures. Legal and gress and Exposition m Chicago, sponsored by OCT 20. Reinsurance Security of United King» the U S Chamber of Commerce. $975 Suzanne
University of Southern California, $400 USC, In- Engineering Perspectives conference in Hous. the Na ional Safety Council, $75 for members, dom Insurance Companies workshop 17 New Lulewiez, U S Chamber of Commerce, 1615 H St
stitute of Safety and Systems Management, Office ton, sponsored by the American Society of Civil $110 fo- non-members, single-day fee available York. sponsored by International Insurarce/Fi- NW,Washington,DC 20062, 202-463-5575
of Extension and In-Servme Programs, Los An- Engineers and the American Bar Assn, $225 be- Congre= Planning, NSC, 444 N Mbehigan Ave, nancial Service, $325 for subscribers, $395 for non-
geles, Calif 90089-0021, 213-743-6523/6524

fore Sept 14, $255 thereafter, $55 for students Chicago, Ill 60611, 312-527-4800 subscribers Michael Miron, International Insur- OCT 23-28 Employee Benefits institute in
Elizabeth Yee, American Society of Civil Engi- ance/Financial Service, 300 Bedford St, Stam- Waltham, Mass, sponsored by Brandets Univer-

OCT 1244 National Am*n. of Independent In- neers, 345 E 47th St, New York, N Y 10017 OCT 17-21 Basic Safety Management seminar ford, Conn 06901 sity's Heller Graduate School, $1350 Nancy
surance Adjusters regional meeting in Itasca, Ill , in Houston, sponsored by the International Safety Leathers, Center for Human Resources, Heller

$105 for first registrant, $40 for subsequent regis- OCT 1649 International Risk Management Academy, $570 ISA, 1600 Arch St., PO Box 8527, OCT. 20 Risk & Insurance Management So· Graduate School, Brandeis University, Waltham,
trants National Assn of Independent Insurance conference in Monte Carlo, Monaco, sponsored by Philadelphia, Pa 19101, 215-241-3176 clety Midwest Itegional workstop in North- Mass 02254, 800-434-4705 or 617-647-2116
Adjusters, 222 W Adams St, Chicago, Ill the Risk & Insurance Management Society, $700, brook, Ill , $70, $60 for subsequent registrants

$575 for risk managers RIMS, 205 E 42nc St, OCT 17-21 Advanced Property Conservation Thomas Durkin. RIMS, 200 Wilmot Road Deer- OCT 24-25 Structuring and Managing Asso-
OCT 13 Back Injury Control and Human Fac- New York, N Y 10017. 212-286-9292 course in Long Grove, Ill, sponsored by Kemper field, Ill 60015, 312-940-2651 ciation Captives conference in New York, st)on-

tors Engineering seminar m Atlanta, sponsored Group, $400 W P Thomas Jr, NID (HPR) A-1, sored by the Conning & Co and American Risk

by the International Loss Control Institute, $110 OCT 17-18 Effective Management and Di. Long Grove. Ill 60049, 312-540-3380 OCT 2422 Profit Sharing Council of America Management Ine, $495 Robert A Brian, Conning

ILCI, P O Box 345, Loganville, Ga 30249, 800-544- rection of Malpractice insurers and Trusts annual conference in San Diego, $450 foi mem- & Co, 41 Lewis St. Hartford, Conn 06103, 203-

6001 or 404-466-2208 seminar in Atlanta, sponsored by Tillinghast, Nel- OCT ]8-21 Direct Marketing Insurance Coun- bers, $475 for non-members Walter Holan ir Merl 527-1131
OCT 2426 Health Care Cost Containment

fC 42

seminar in San Francisco, sponsored by the Inter-
Z •f A. - D "k .5,3Sr"4

i
national Foundation of Employee Benefit Plans,
$390 for members, $465 for non-members IFEBP,

& -.rri...ti. 18700 W Bluemound Road, Box 69, Brookfield,
Wts 53005, 414-786-6700

Cr*-, OCT 24-28 Loss Control Management seminar
Vt .

·r -

"9 8 - in Atlanta, sponsored by the International Loss
Control Institute, $625 ILCI, P O Box 345, Logan-

-. V- 1 ville, Ga 30249, 800-544-6001 or 404-466-2208

*....
OCT 25 Legal Liability Coverages and Re-

AMS#lim"lilli'. 1/92'06*ri,Imi: 51,& - quirements for Warehouse Owners and Opera-

-**r 9.-.- tors seminar m New York, sponsored by the In-

- 10; -r.134-9 -1*di. 5 m Sturbridge Village, Mass Dora Rothman, In-
land Marine Underwriters Assn, 14 Wall St, New

York, N Y 10005, 212-233-7958

* rf*r ·
OCT 25-28 An Ergonomic Approach to Materi-
als Handling seminar in Atlanta, sponsored by

Arch St, PO Box 8527, Phdadelphia, Pa 19101,
215 241-3176

4-/ $ .
OCT 26-27 Health Care Cost Containment

.2
workshops m Los Angeles, sponsored by the

...... *  ,
0 Health Research Institute, $395 Also Nov. 16-17 in

-
New York and Dee 74 in Chicago HRI, 49 Quail

:44$i . :..#. =r, Court, Suite 200, Walnut Creek, Calif 94596,415-

' . X.] U t 676-2320
C #ilt*Z.:/ I 41. ..

OCT 26-28 Government Risk Management

seminar in Alexandria, Va, sponsored by the

- Public Risk & Insurance Management Assn , $300

1 .*.-PC; 4 Natalie Wasserman, PRIMA, 1120 GSt NW,

Suite 707, Washington, D C 20005, 202-737-7556

OCT 28 Third-Party Administrator workshop
in San Francisco, sponsored by the Health Re-
search Instltute, $395 Also Nov 18 in New York,

Dec 9 in Chicago HRI, 49 Quail Court, Suite 200,

Walnut Creek, Calif 94596, 415-676-2320

/43./1,1 OCT 31 The Hay Report conference in New
York City, sponsored by Hay Management Con-
sultants, $490 Doran Twer, 229 S 18th St, Phila-

delphia, Pa 19103,215475-2338 or 800-523-2975

OCT 31-NOV 1 Compliance with the new\
an effective program course at the University of

CAL/OSHA noise standard and establishing

{Ni Southern California m Los Angeles, $375 USC,
. Institute of Safety & Systems Management, Office

of Extension & In-Service Programs, Los Angeles,
j

Calif 90089, 213-743-6523/6524

4 ,

-
-W

land Marine Underwriters Assn. $24 Also Oct 27

the International Safety Academy, $200 ISA. 1600

OCT 31-NOV 1 Managing Offshore Interna-
f tional Insurance Companies seminar in New

York, sponsored by Tillinghast, Nelson & Warren

11 -r .- *'< -
Inc, $600,$500 for subsequent registrants Pat

4 Kelley, Tillinghast, Nelson & Warren Inc, 3340

1 0
- Peachtree Road, Atlanta, Ga 30026, 404-261-5420

,,

/
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OCT 31-NOV 4 Corporate Safety Auditor
seminar in Atlanta, sponsored by the International
Loss Control Institute, $625 ILCI, P O Box 345,

Loganville, Ga 30249, 800-544-6001 or 404-466-
2208

OCT 31-NOV 4 Risk Management seminar m
Atlanta, sponsored by the International Loss Con-

TOP SALESMAN TOM KIRK. trol Institute, $625 ILCI, P O Box 345, Loganville,
Ga 30249, 800-544-6001 or 404-466-2208

SOME COMPANIES WOULD HAVE THROWN
NOV 1-2 Communicating Employee Benefits
conference in Chicago, sponsored by Business In-
surance, $495,10% dmount for additional partici-
pants from the same company Ann Vazquez,
Bunness Insurance, 220 E 42nd St, New York,

HIM mlm.
N Y 10017, 212-210-0137

NOV 34 Captives Making Optimum Use of
the International Risk Management Tool
seminar m New York, sponsored by the World
Trade Institute, $590 Karin Ford, World Trade

Tom Kirk was a wreck He developed high blood pressure He Today, less than two months after he entered the hospital, Torr Institute, 1 World Trade Center, 55th Floor, New

suffered from headaches He began to forget appointments and is back at his best He has his health, and the drive and selling York, N Y 10048,212-466-3162

he didn't show up for meetings He missed more and more work san,y that has made him such an important part of his NOV M. Healthcare Risk Management. The
days Worst of all, the selling stalls which had made Tom a rising crganization Negative Impact of Protective Security semi

star in his companywere beyond his grasp Find out why insurance coverage for mental illness is important
nar in Washington, sponsored by Armand Sur-
prenant Associates, $425 Armand Surprenant As-

Some companies simply would have fired Kirk Tom's company for your employees' health and your companys productivity sociates, 1100 17th St NW, Suite 1000, Washing-

realized he needed help and suggested a checkup The ton,DC 20036,202-466-2803

physician recognized Tom's problems as symptoms of 2,vi**GA
Write tbe National Association of Prwate Psychiatric .

Hospitals, PO Box 50726, Washington, D C 20004- The Datebook is compiled from notices sent to
mental illness Fortunately his company's health benefits /*'(-=0=" 0726, 1319 F Street, N W or call (202) 393-6700 Bustness Insurance Notlces should be sent at least

included coverage for mental Lllness Tom was able to eight weeks m advance to Datebook, Business In-

get what he so desperately needed the intensive treat- %8ff / surance, 740 N Rwh St, Chicago, m 60611 Bum-Insurance coverage for mental illness It's an employee ness Insurance resemes the nght to select meet-

ment of private psychiatric hospitalization '5*,AT,ck benefit your company can't afford to be without ings of most interest to its readers and cannot
guarantee that notices wiN be pnnted
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BEFORE THE DOCTOR
EXAMINES THE PATIENT,WE

EXAMINE THE DOCTOR.
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The quality of your employees' health care is deter-
mined by the quality of their doctors. Which is why employ-
ees choose the best doctors they can find.

Something most people do on the basis of a recommen-
dation. Hopefully, a good one.

At CIGNA Healthplan, one of the nation's leading opera-
tors of health maintenance organizations, your employees
will feel quite secure with the doctors we provide. Because
our standards are so high.

We consider where the doctor has graduated from med-
ical school. We consider whether the doctor has completed
postgraduate training. Whether the doctor is Board Certified.
Whetherthe doctor has had high caliber clinical experi-
ence. And we considerthe quality of the doctors
bedside manner.

Once a physician is hired at CIGNA Healthplan, we
appraise his or her performance after the first 3 months.

After the first 6 months.
After the first 12 months.

CIGNA Healthplan, Inc.
a CIGNA company

U. -5;81

And every year afterthat.
We even make our medical director and senior physi-

cians available for consultations. At our expense, not your
employees'.

These are just some of the ways in which we're working
to provide high quality health care. Of course, we also real-
ize that quality health care is of no value unless your
employees can afford it.

And making health care affordable has always been of
prime importance to our parent, CIGNA Corporation, whose
companies provide insurance and financial services
around the world.

If you think your employees would be interested in
CIGNA Healthplan, call us at 214-980-8925. Or write to Vice
President, Marketing, CIGNA Healthplan, Inc., 7616 LBJ Free-
wa* Suite 303, Dallas, TX 75251.

We'll answer any questions you have about CIGNA
Healthplan. That way you can examine us, before we exam-
ine you.

CIGNA
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Introducing
Zero Day Residual

The only Group Disability Insurance Plan
that pays a Residual Benefit without

requiring one day of total disability first.

We know that doctors and.lawyers--who
have suffered a disability want to return
to work. Years of training, dedication to
career, and high income are strong motivators.

Until now, however, a partially disabled
doctor or lawyer couldn't continue working at
his or her job and still receive benefits under
a Group Disability Insurance Plan - unlesshe
or she was totally disabled first.

Once again, Unionmutual takes the
lead in solving this problem for your client...
with Zero Day Residual.

Your clients can work part-time
in their specialty without being

totally disabled first.
A doctor is diagnosed as having a heart

condition. He must reduce his workload or his

health will rapidly deteriorate. He will suffer
at least a 20% reduction in earnings. With
our contract, he will qualify for Zero Day
benefits as soon as the elimination period is
satisfied, even though he has never had
a day of total disability. Any other Group
contract would not allow him to qualify for
benefits.

They can return part-time
to their own occupations

after a total disability.
Unionmutual also pays a Residual Benefit

when the disabled returns to his or her regular
occupation, performing at least one of the
material duties on a part-timeor full-time basis,
earning at least 20% less per month.

Their Benefits will be protected
against the effects of inflation.
Our Residual Benefit provides for an

indexing of pre-disability earnings whetheror

not the plan.includes COLA. Your clients
can get further protection with the COLA
option which adjusts the monthly Benefit
for inflation in addition to indexing the
pre-disability earnings.

Unionmutual: Number one in

Group LTD for the
seventh straight yea r.*

Many of the products in the LTD market-
place today were pioneered by Unionmutual.
Zero Day Residual is the latest in a list that
includes our $25,000 Max, COLA, and a
prevention program that offers employers a
method of estimating the health risks and
stress of their employees.

For more information on Zero Day
Residual, send the coupon or call today.
*Source: Employee Benefit Plan Review, April, 1983

Unionmutual
 e Putting disability income protectionin a whole new light.

Yes, I'd like more information about your Zero Day
Residual Benefit.

Name

Company

Address

City

Send to:

State Zip

Steve Hart, 2nd Vice President, LTD Marketing
Unionmutual, 2211 Congress Street
Portland, Maine 04122

Or call: (800) 341-0465.
Union Mutual Life Insurance Company, Portland, Maine 04122

Unionmutual Stock Life Insurance Co. of America,

Portland, Maine 04122 8
Unionmutual Stock Life Insurance Company of New York, 2

.

Elmsford, New York 10523 -
CO

«5**-3-3=*j -
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LIMITING THE LA ILITY
By David Dybdahl

and Thomas P. Kunes

NVIRONMENTAL

exposures facing private

IMPAIRMENT liability
is one of the most

dynamic and
misunderstood loss

and public organizations

today. For organizations that have loss

exposures in this area, the potential
liabilities can be extremely severe. This is

largely attributable to a combination cf
two factors that are unique to
environmental impairment liability

exposures:

e Many traditional defenses are being
modified or eliminated by new laws and
it is becoming increasingly difficult to
successfully defend a case.

• Standard liability insurance policies
exclude coverage for pollution that is not
sudden and accidental. Therefore, the

organization's ability to survive these
losses is impaired.

The interaction of these factors creates

a situation where a defendant is very
likely to have substantial uninsured

losses. However, aggressive risk
management techniques allow these
exposures to be controlled before they
become crises.

The guidelines presented here are a
suggested approach for a systematic
appraisal of environmental risks and

steps to take in preparing an
environmental risk management

program.

Environmental impairment risks are
difficult to manage because:
• Pollution can continue for a long

time without being discovered.
• Substances previously thought to be

safe can be found to be hazardous in the

future, especially as new regulations are
adopted.

e New laws can create new liabilities.

• New technology can create new

liabilities (e.g., more sensitive
chemical/analytical testing methods and
equipment).

• Some environmental impairment
claims can be extremely costly to control
and claims can be catastrophic.

Another difficulty is that many risk
managers have been so involved and

preoccupied with the proof of financial
responsibility requirements in the federal
hazardous wdste law, the Resource

Conservation and Recovery Act, that

they have not considered the greater
exposure to the general public through
common law actions.

While full compliance with RCRA is
by far a better strategy for preventing
fines and penalties than ignoring the
provisions of the regulations, full
compliance offers little or no defense
against common law actions. Thorough
risk assessment, therefore, must include

an awareness of both types of legal
action.

The first step in managing
environmental impairment risks is to

develop systematic methods to identify
and assess the risk. There are basically
two forms of study that can be performed

to identify areas of concern: the
Photo: Mary Cairns
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Risk managers l¢Stn to curb
possible enviromental risks
environmental audit and the idonitoring dara, characteristics of the
environmental risk assessment. surrounding 29pulatien, management

The audits and assessments differ in  actiSsi.y*Ginagdinent 6ititudes-@}1. .-.x
their scope and purpose; however. there \em*iyee trairinE·
can be considerable overlap in their 'Whichever method is used to identify 2 j
findings and the ccmple:ion of one h¢isfts, exposures for past, present and A
should reduce the (:06t of the other. fture operations must be investigated. r
Management's objecuves will determine < Past operations usi.ally pose the most f
which approach is :ke most appropriate;, significant exfosures Therefore, 3,
in some cases, both vill have to be 1 .wherever possible, the risk manager &
conducted to various degrees. ! should attemp: to develop a history of

The environmental a.dit, the more f past waste d.sfosal Eractices, particularly
comprehensive of the two studies, can bei when trying tc assess liability under the
designed to provide all levels of f federal Comprehinsive Environmental
management and s:ajf with the  Response, Compensation and Liability
information necessa:y to plan and act on j Act of 1980, commonly referred to as the
all environmental matters. Superfund Aci.

The main purpose of the audit is to Under the S iperfund law, generators,
identify problem areas (both technical transporters and cisposers of hazardous

and regulatory), iniestigate them and dubstances are required to reimburse the
properly define thoss problems and make Agovernment fcr the expenses incurred in
recommendations lor appropriate , cleaning up a contninated site. To
corrective and/or prsventive actions.  faciliAte collection#this money the law

The environmental audit may sio/ eliminates many c6nmon l*T·defenses f
short in providing :he risk manager, with and creates strict, joint and several -

comprehensive risk .dentificatds liabil:ty for all parties handling a
information. Nevertheless, it is a very hazardous substance.

good starting point in the *sk The current operation of the company

identification process. It c* benefit the also must be reviewed to indentify waste
entire organization b proViding discharge and emission characteristics ,
corporate and plan: persion>ief*ith the and present waste disposal methods and /

opportunity to:        possible areas of regulatory &
• Reduce regul:tory complexit.es and non-compliance.

compliance problem:s. ,/' i{ , The.majoiltiof ccmpanies that h»er
• Correct existing environmdn:al*- -» , environmenta. Aoosure may f*e·the

problems. V' «,0/ '. greatest risks froi©tneir dspoal
• Integrate environmental fact:irs into activities. If contrachauling and disposal

decisions on plant se.ectionacql:isition services are .:sed, :rehent, storage or
and expansion or production jhanges. disposal facilities ofte,arjlocated on the
• Improve strateg and ndgotiating plant site. The ihighest potenUal

4# I

positions with regulator agencies environmental problems usually are

• Identify possibllossfexposures for posed by inadequate land st6rage or
the risk manager.  j' waste disposal in faclities puch as pits,
• Allow the costs dig.sks to be ponds, lagoons and landfills.

incorporated int**}uction processes, Many of the factiizie*ere built
• Plan environfn,Sntal activities to without suff:ci@thydrogeologic

prevent future prob]A>s.   ,- inv.estigatj#64*Sineering design to
The environmentai risk assessment is a prevent grIMilwater contamination.

narrower survey tht foeuss on Monimrng of groundwater quality was
assessing risks from *ie environmental seld6m done.

impairment consideri»iqonflt Typical Withinew regulations and better
concerns would indude iontamination scientific underst: nding of the

pathways, geology, hydrologf>1 relationship between groundwater flow

 and waste disposal, groundwater
440nution problems that could not have

bee#predicted years ago are now being
discovered. These problems usually cost
much more to correct than they would

have been to prevent, through better site
selection, design, operation and
monitoring.

Any treatment, storage or disposal
facility located on-site, therefore, should

be investigated carefully, whet*r or not »4 is still operational. This can be a
detailed part of an environmental audit /
or it can be a targeted assessment. t

Geolpgy, soils, ground- and surfabelf
Water, and surrounding land use also,1
should be considered in the study«' /

Thorough waste characterizati» and
analysi5 coupled with evaluation.of the

treatment, storage or dispi1-t4hniques
being used,also are.important. A review

of site operationsgn¢mAintenance
practices anti the installation and use of
monitoring devibe wil provide data on
the impact of the facilities on the

environment. T review also will help
company officials take action to correct

any probleys that are occurring. This
kind ofyprogram will help determine
compliance with federal and state

-rdgulatory requirements and permit
66nditions.

 Key questions to ask in the risk
identification process include: Who is

hauling the waste and where is it going?
Are there any safeguards to ensure that
the contractor follows through with the

ntract? Have any community
complaints against the site been

/'registered? Does the disposal site have
any known or suspected legal or
environmental problems? Are all
approvals and permits in place? What is
the remaining capacity of the disposal
facility? Has the contractor met the

regulatory requirements? Is the
contractor handling any other wastes

that could cause repercussions for the
company? This is important because the

acts of third parties can create liabilities
for the company. Does the disposal
company have the financial resources to

clean up the site if a problem develops?
Several steps toward loss prevention

that should be taken into consideration in

any assessment of disposal practices
include:

• Monitoring discharges, emissions,
wastes and ground- and surface water.
• Changing production processes or

raw materials to eliminate hazardous

byproducts.
• Recovery and recycling hazardous

materials out of waste streams.

• Conducting regularly scheduled
environmental audits (some companies
make this an annual practice).
• Selecting alternative disposal

technologies that present fewer
long-term risks.

• Monitoring the methods and
practices of the disposal and
transportation vendors if contract
services are used.

• Using only vendors that carry
environmental impairment liability
insurance and requiring insurance
certificates.

Continued on nextPage
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perspective

Court rules 6 unusual' destruction

should be treated as vandalism
ANDALISM in a comprehensive fireinsurance policy should not be
construed to apply only to hostile or
willful destruction, according to the
Supreme Court of South Carolina. The

court said it should be extended to its

popular meaning including any unusual
destruction caused by the doing of a
wrongful act.

Mitchell King Jr. insured a warehouse
against damage caused by vandalism or
malicious mischief with North River

Insurance Co. The warehouse roof

collapsed following a heavy rainstorm.

Inspection revealed a beer can and two
whiskey bottles lodged in a downspout
completely blocked drainage from the
roof. The insurer denied coverage. Mr.
King sued but lost in the trial court.

On appeal, Mr. King contended that the
clogged downspout caused water to
accumulate and the roof to collapse and
that this resulted from an act of

vandalism. The appellate court agreed.
According to the court, "legal" malice

necessary to establish vandalism within
the meaning of the policy did not have to
amount to ill will or vindictiveness of

purpose. The court found it was sufficient
if the destruction was in conscious

disregard or intentional disregard of the
rights of another. King us. North Riuer

Insurance Co., Supreme Court of South
Carolina, Nov. 22, 1982 (BI/04/S.-$5)

Sexual harassment

Injuries allegedly arising from a

Curbing e
Continued from previous page

After the risks have been identified,

the cost of risk must be incorporated into

the capital budgeting of new facilities or
processes. Some plant designs and
production processes might be

substantially changed if the ultimate cost
of the environmental liability risk was
included in the financial data.

The environmental exposures might be
prohibitive and management may
eventually decide to avoid the exposure
altogether and not engage in a particular
business. At a minimum, appropriate
safeguards would be used.

An important element for controlling
the possible adverse effects of a loss is a

plan to react quickly to emergencies that
may arise. Contingency and response
plans must be developed so that

employees and management can take
appropriate actions to minimize the
severity of the loss. Key elements include
employee training, planned defense and,

most importantly, knowing where to get
help. For example, engineers and

scientists such as groundwater specialists

can be of great help in responding to
many environmental emergencies.

Finally, no discussion of
environmental impairment risk

management would be complete without
addressing the subject of loss financing.

The frequency of environmental losses is
impossible to predict because
comprehensive information on the

legal briefs

supervisor's verbal harassment and
physical abuse of a sexual nature were
caused by the willful act of a third person,

the supervisor, for personal reasons and
did not arise out of employment, according
to a Georgia appellate court.

Thus, the court concluded that the

employee was not compelled to file a claim
under the Workers Compensation Act, but

may sue her employer.
Linda Murphy was employed by ARA

Services Inc. as a cafeteria worker in a

mill. Her supervisor began to sexually
molest and abuse her from her first day of
employment. He demanded, under threat
of firing her, that she have sexual relations
with him. The complained-of behavior
took place entirely during the hours both
the supervisor and Ms. Murphy were on
duty.

The supervisor fired Ms. Murphy in
1980.

She sued ARA Services seeking

damages for assault and battery, claiming
they were negligent in hiring the
supervisor and in allowing him to remain

in a supervisory position. ARA Services

contended Ms. Murphy's exclusive remedy
was under the state workers compensation

law. The trial court agreed with the
employer.

The appellate court reversed, pointing
out that while an injury arising out of
employment ordinarily arises also in the
course of it, the converse was not

nvironmen
frequency and severity of envital
damages has not been compi.

It is safe to predict, howrthat
occurrences will increase aimore
regulatory, media and publtention is
paid to chemicals in the env*ment
The severity of a claim, especially for

large organizations, may bessive
to be aimed at the "deep peR!*s--
preventive measures are J,/-
environmental impairmsm#osses could
become catastrophic for,amorganization
of any size.

At the present timthere are probably
nearly 100 insuraMompanies that
offer EIL insurint,There are at least
eight differenkifs of policy forms on
the market.  

As a gener&fe, organizations that
are consider ingTp-urchasing this insulce
conditions of 3y form. Seldom
will any compa R'apples to apples"
and, depending o n9cular
exposures, one policyvqive superior &
coverage and another ma*be totally 
inappropriate. For example. ne policy 0
uniquely excludes: I.
• Claims arising from a closed site. 1

Clearly this is not appropriate foAan f
organization that owns closed
disposal facilities.

• Claims arising out of acid
rain. This policy may be
inappropriate if there are

necessarily true. The court emphasized

that a workers compensation claim must
arise both "out of" and "in the course of"

employment. Here, however, the court
said the supervisor's actions were for
personal reasons and were not reasonably
incidental to the character of Ms.

Murphy's employment as a cafeteria
worker.

Therefore, the court concluded it did not

arise out of her employment and she was
permitted to maintain her suit against
ARA. Murphy us. ARA Services Inc., Court
of Appeals of Georgia, Nov. 30, 1982

(BI/05/S.-$5).

Coverage cancellation

In cases of conflicts, insurance

agreements should be construed in favor
of the insured and against the insurer who
drafted the instrument, an Illinois

appellate court ruled.

John Bader Lumber Co. leased property
it owned to American Can Co. American

Can was required to provide liability
insurance coverage for Bader for the
property.

American Can purchased the necessary

insurance from Employers Insurance of
Wausau. American Can received the

policy and Bader received a certificate of

coverage.

A fire damaged the property on Feb. 14,
1979. On April 5, 1979, Robert Paul was

tal imDairm
sulfur dioxide emissions involved in the

production process.
For any significant environmental

impairment liability exposure, the
insurance marketplace is still severely 
restricted. Despite the entry of many ne*
insurers into the market in 1982, the /

_majority4 these companies are not f ·. /
inteisted,ihriting either mons}in/
coverage or riks that have any:kina of a

real loss exposdr«to thig*fir---«
For a large manufacturer, a liquid

waste transporter *disposal facility,
the insurance marketplace can usually be

quickly narrowed to#ree or five
insurers that have cor«etitive pricing on
a policy form that i66'mpatible with the
risk.

Because of the·limitid insurance

marketplace#applitations to the insurers

must 135:5 and accurate as
AbssibleqSR'inaccurate application with

(Eli--formation can quickly lead to
 premium quotes, inappropriate
verage, closed doors or all three. Once a
risk has been declined, it is usually very
7 difficult to reopen the file for an

unbiased reconsideration in the market.

Care must be utilized in the selection of

the insurers that will be given the

opportunity to quote the risk. Unlike
other lines of insurance, EIL insurers

often will require that a risk assessment
study be conducted before coverage is
bound.

In many eases these risk assessments

injured on the premises when a wall
collapsed. Sometime between the fire and
the accident, Bader and American Can

mutually agreed to terminate the lease.
Mr. Paul sued Bader, which tendered the

defense to Employers Insurance of
Wausau.

Employers refused to defend. Bader
then brought this suit to determine
whether or not Employers was required to
defend it. The trial court ruled that

Employers must defend Bader.

On appeal, Employers argued that since
the lease terminated, the insurance

automatically ceased. But the court
pointed to the cancellation notice
requirement in the policy and concluded

that notice to Bader was required. Thus,
the court said the policy was effective on
the date of Mr. Paul's accident. John Bader

Lumber Co. us. Employers Insurance Of
Wausau, Illinois Appellate Court, Nov. 1,
1982 (BI/02/Au.-$5). i

These abstracts were p'repared by Cases
Unlimited Inc. A copy of an entire decision

may be obtained by sending a check for $5
made out to Cases Unlimited to Business

Insurance, 740 N. Rush St., Chicago, Ill.
60611. List the number foreach opinion.

The Perspective section, which is a

forum for readers' opinions, is
compiled and edited by Assistant
Com/ Editor Ctaudette Dampier. She
can be reached at 312-649-5282.

erit risks
r\

re conducted on a fee basis and the
f potential insured is required to pay for

: the assessment whether coverage is
. b'ound or not. The cost of these

ssignments is not insignificant-$1,000
to $100,000.Even after a risk assessment has been

conducted, it may or may not be
transferable between insurers. An

organization could conceivably spend
more on risk assessments than the entire

first-year premium. It is usually good

advice, therefore, not to cover the

marketplace with applications, but rather
to pre-screen the potential insurers
carefully for their suitability to the risk
in question.

In the future, environmental

impairment liability will take on added
significance in the corporate risk

management programs. This will

especially be true when the far-reaching
liabilities created under new

environmental laws start reaching out to
a broader spectrum of the population. An
active risk management program similar
to the one outlined here can help prevent
the risk management crises toward

which many are headed. •

Eavid Dl/bdahl is environmental risk
management specialist for Corroon &
Black Corp. in Milwaukee. Thomas P.
Kunes is executive up of Residuats Man-

agement Technology Inc. in Madison,
Wis.



"Everyone is responsible for
safety," he said, "from the presi-
dent to first-level supervisors to
employees. It's a condition of em-
ployment."

To make sure that safety remains
a priority for top management, Mr.
Smith says, discussion on the sub-
ject is included on the monthly
agenda for board of directors'
meetings. And the board has main-
tained a special safety committee
since 1979.

Policies and procedures are dis-
seminated through the six mem-
bers of the company's corporate
safety department, which Mr.
Smith heads.

Enforcement is carried out by
400 full-time people involved with
safety and loss prevention, another
325 who are involved with indus-

trial hygiene and accident preven-
tion and another 850 security and
fire prevention personnel.

"Ultimately, safety becomes a
line responsibility, for plant man-
agers and foremen," Mr. Smith
says. "They're the ones who make
sure the rules are followed."

Employees who follow safety
procedures can win pay bonuses
and prizes. Conversely, those who
do not follow rules can be disci-

0
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Dow stresses safety at sites around the world
By JIM DAVIS

MIDLAND, Mich.-An em-
ployee of Midland-based Dow
Chemical Co. could go to any of the
company's 103 manufacturing
plants in 77 countries and have a
feeling of safety, says Robert A.
Smith, Dow's director of corporate
safety and services.

"You get the same feeling every-
where," says Mr. Smith, who has
worked at Dow for 30 years, the
last year as safety director.

The company's safety efforts
have not gone unnoticed.

Dow was recently honored by
the Chemical Manufacturers Assn.,
a Washington-based trade associa-
tion. Dow received the Lammot du
Pont Safety Award plague for the
greatest percentage reduction in
total recordable incidence rates of

occupational injuries, deaths and
illnesses in the nation during the
past five years.

These rates are based on Occupa-
tional Safety and Health Adminis-
tration records.

This is the second time Dow has

won the award, which is presented
to chemical firms in three class
sizes. Dow, which first won the

award in 1980, competes in the
largest category, for firms with
more than 10,000 employees.

The 1981 award was won by Vel-
sicol Chemical Corp. of Chicago, a
subsidiary of Northwest Industries
Inc., also of Chicago.

In 1982, the year on which this
year's award was based, Dow
logged 1.22 recordable injuries, not
including first-aid treatments, per
200,000 hours worked in the United
States, a 58% reduction from 1977.

Dow employs some 56,000 people,
and about half of those work in the
United States.

This frequency, less than half the
industry average, was the fifth-
lowest in the chemical industry,
which has the third-lowest inci-

dence rate of recordable injuries,
according to the National Safety
Council.

The chemical company with the
lowest incidence rate last year was
E.I. du Pont de Nemours & Co. of

Wilmington, Del., which has more
than 175,000 employees and re-
corded 0.88 recordable injuries per
200,000 hours worked in the United
States.

Dow's safety record improve-
ment is not the result of a crash

program, Mr. Smith says. Rather,
it's the outgrowth of a long-term
orientation.

plined, with the punishment rang-
ing from verbal reprimands to dis-
missal.

But punishment is rarely needed,
Mr. Smith says, because employees
and unions support safety rules en-
forcement.

This attention pays off in im-
proved overall safety records. For
instance, the company's Latin
American operations, which em-
ploy about 2,200 people, recently
went more than 27 million work

hours without a recordable injury,
the longest such period in the com -

pany's histary, Mr. Smith said.
The worldwide scope of Dow's

operations contributes to its sue-
cessful safety record, he observed.

"If we learn a lesson in Thailand

or develop a new safety procedure
in Germany, we'11 want to apply it
throughout the world," Mr Smith
said. "Every plant doesn't have to
gain this knowledge on its own. We
can all learn from each other."

For this reason, newsletters and
memoranda are circulated by the
corporate safety department in dif-
ferent areas of the world and, when

applicable, around the world.
Most safety procedures and tech-

nologies are appropriate through-
out the world, Mr. Smith said.

The one exception, he noted, re-
lates to motor vehicle safety.

Dow drivers around the world

recorded about 410 million miles

without a disabling injury from
November 1981 through April 1983.
According to National Safety
Council averages, 13 such injuries
should have occurred during this
period.

But, the company maintains dif-

01981, Lumbermens Mutual Casualty Company.

ferent auto safety policies in differ-
ent portions of the world to con-
form to local driving conditions.
For instance, drivers in less-devel-
oped countries, where roads are
poorly lit and maintained, are pro-
hibited from making long trips at
night.

The company's injury-free streak
was broken last April by a driver
who collided with a truck in

Buenos Aires, Argentina, Mr.
Smith said. Long-distance night
driving in that country has since
been prohibited, he added. •

R
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Gallagher planning to go public in 1984
Continued from page 1

Marsh & McLennan Cos. Inc.

went public in 1962, based on gross
revenues of just less than $47 mil-
lion in 1961.

These revenue figures, however,
are not adjusted for inflation.

After Gallagher goes public, only
two of the nation's 10 largest bro-
kers will not be publicly traded or
owned by a publicly traded com-
pany: Johnson & Higgins, which
has remained private since its
founding in 1845, and Bayly, Mar-
tin & Fay International Inc., whose
management recently repurchased
the brokerage fr om

Baldwin-United Corp.
"We've been thinking about

(going public) for 10 years," says
Mr. Gallagher. "But thinking about
it and doing it are very different."

Gallagher needs capital for sev-

eral reasons, Mr. Gallagher says:
for further expansion; to replace
capital that has left the corporation
in stock buybacks; for equipment
and systems; and to invest to help
boost earnings.

Gallagher has grown primarily
internally, with only five acqusi-
tions. The average annual revenue
growth of 28% over the past 20
years that Mr. Gallagher has been
president increased gross revenues
during the period from $589,000 in
1963 to a projected $54 million this
year.

Today, the company has 83 of-
fices and more than 900 employees.
Gallagher reports that it earned
$3.22 million in 1982, up 142.6%
from 1981. The company is predict-
ing earnings of about $3 million in
1983,

Despite its healthy earnings, cap-
ital is needed for further internal

growth and possible acqusitions,
Mr. Gallagher says. "Acquisition
opportunites will be enhanced with
a publicly traded stock," he says.

The Gallagher philosophy of
making employees shareholders
also has created a need for capital.
The internal price of stock, which
is based on a formula that reeog-
nizes success, has risen so high that
the company is finding it difficult
to buy out employees who want to
sell their shares.

"Our stock repurchase price in
1973 was $3.88 a share. In 1982, it
was $39.75," Mr. Gallagher points
out.

Capital also is needed to buy the
equipment and computer systems
needed by a high-tech broker, as
Gallagher likes to see itself. "We

are dedicated to state-of-the-art in

information. We want to eliminate

waste and have more effective con-

trol through instaneous informa-
tion," he said.

Gallagher is now converting all
its property/casualty self-insured
clients' information to a new com-

puter system. It is an on-line, dis-
tributed interactive processing sys-
tem with Tandem hardware. Next

to be converted will be benefits eli-

ents.

And. still more capital will be
needed to build on top of this sys-
tem to fill new needs in the mar-

ketplaee. "The capital requirement
for systems is awesome," Mr. Gal-
lagher says.

A share of the capital generated
by the offering also will be subject
to "solid money management," he

ITS RISKY AT THE TOP.

As a director or officer of a company or
organization you are certainly aware that the
higher your position-the greater your liability
exposure.

Now, Schinnerer, one of the nation's oldest
and largest Underwriting Managers, takes some
of the risk out of being at the top with a
comprehensive Directors and Officers Liability
Insurance Program.

And, because you didn't get where you are by
not being astute, you're going to appreciate our
rates as much as our coverage.

5028 Wisconsin Ave. NW 303 E. Wacker Drive
Washington, D.C. 20616 Three Illinois Center
(202) 686-2850 Chicago, IL 60601

(312) 565-2424

lt

Directors and Officers Liability

Call your broker today and have him get a
quote from us-after all, we know all about
being at the top.
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• Kidnap and Ransom
• Fiduciary Liability
• Crime Coverages

Victor 0.

Stty meer
&Company Inc.

40 Wall Street 595 Market Street

New York, NY 10005 San Francisco, CA 94105
(212) 344-1000 (415) 495-3444
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says. Looking at the results of pub-
licly traded brokers, he is envious
of their capital base that generates
investment income to help boost
earnings.

Mr. Gallagher disagrees that
anyone could find fault with this
use of shareholder capital. "Gal-
lagher can do a better job of invest-
ing" than an individual share-
holder, he says.

Estate tax and liquidity concerns
of principal shareholders also are
important forces driving the intital
stock offering.

And current employees, who
with the principals own almost all
of Gallagher's stock, want to be
able to sell their stock for their own

current capital needs. New employ-
ees also find a stock benefit more

attractive when the stock is more

liquid than in a privately held com-
pany, he says.

Mr. Gallagher also expects the
brokerage's standing in the mar-
ketplace to be improved by a public
offering of stock. "Brand-name
recognition" is what Mr. Gallagher
says he wants.

The proceeds of the stock offer-
ing retained internally will fund
Gallagher's future growth, which
he says will be concentrated in risk
management services.

Mr. Gallagher defines risk man-
agement services as whatever a eli-
ent needs-from the services of-

fered by Gallagher's Risk Manage-
ment Sales Division and Gallagher
Bassett Insurance Services, to retail

and surplus lines brokerage, to en-
gineeering, safety management and
claims management.

Mr. Gallagher's marketing strat-
egy is to serve clients at as many
points along the risk-spreading
chain as possible.

Gallagher Bassett Services serves
self-insurers through a nationwide
string of offices that provide claims
management, loss-control consu-
tling, information management
and property appraisals.

Gallagher serves clients' insur-
ance needs through retail and sur-
plus lines broking-in the United
States under the Gallagher name
and in London through Gallagher,
Hinton & Vereker, the only Lon-
don office of a U.S. broker started

from scratch.

Gallagher also brokers reinsur-
ance on its clients' risks, when pos-
sible, in the Bermuda market
through its Bermuda subsidiary.
And, finally, Gallagher can ar-
range structured settlements
through its subsidiary, Periodic
Settlements in Rockford, Ill.

Gallagher also plans to increase
its share of the Fortune 500 market,

which Mr. Gallagher admits is now
small. And, the brokerage would
like to expand internationally be-
yond its London operation.

Mr. Gallagher admits that decid-
ing to go public was "a very diffi-
cult choice."

He concedes that the company
could be a takeover target down
the road. But, initially, 70% of the
company's stock will still be held
by insiders, precluding an immedi-
ate unfriendly takeover attempt.

Mr. Gallagher also admits that as
a public company Gallagher will be
subject to the pressure to report
consistent quarterly earnings that
can restrain long-range invest-
ments. "Hopefully, we can remain
long-range planners and thinkers,
but going public certainly will have
an effect. It has on everyone who
has gone public," he says.

Mr. Gallagher says he is also con-
cerned about the "amount of time
that will have to be devoted to
shareholder affairs."

Gallagher has been operated as a
privately held family concern since
it was founded in 1927 by its now
90-year-old chairman, Arthur J.
Gallagher. .
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I.£t's get together and discuss AILife's new
Universal Life product and what it can do for
you and your clients.

AILife of New York.

The American International Life Assurance

Company of New York is a New York domiciled
insurance carrier, rated "A" (Excellent) in
operating performance and financial position by
the AM. Best Company, an independent
insurance rating service.

AILife is licensed in 46 states and is a
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countries and jurisdictions.
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Here's what the judges look for
The following are the 10 criteria on which candidates for the Busi-

ness Insurance Risk Mangager of the Year will be judged:
• Established and implements an effective risk management pro-

gram within the organization.
• Tackled and solved one or more major problems for his or her

organization.
• Innovatively applies the diverse tools of risk management and

insurance.

• Creatively and effectively uses the insurance markets to strl.c-
ture an insurance program that serves the needs of the organization.
• Established a workable intelligence system inside and outside

the organization, culminating in access to a flow of information
about events and activities that affect the organization's risk man-
agement and insurance.
• Skillfully performs the functions of management in the overall

organization and within the risk management department.
• Achieves the most effective program at the optimum cost over

the long term.
• Developed technical expertise in any or all of the broad cake-

gories included within risk management leading to a better manage-
rial grasp of the operations aspects of the job.
• Exhibits an attitude and performs activities fostering the ad-

vancement of the risk management profession.
• Is developing his or her career.

Panel of 10 judges to select
Risk Manager of the Year
Continued from page 3
nominate the organization's risk
manager; a broker, consultant or
other service supplier can nomi-
nate a client, or a risk manager can
nominate a colleague.

The forms to nominate a candi-

date are now available from the

Business Insurance editorial office

in Chicago. The deadline for sub-
mitting nominations is Dec. 5.

The 1984 Risk Manager of the
Year award will be the seventh

presented since Business Insurance
started the competition in 1977 on
the magazine's 10th anniversary.
The award was created to increase

recognition of the risk manage-
ment profession and to recognize
outstanding performance in the

practice of risk management.
Winners of the Risk Manager of

the Year Award before Mr. O'Con-

nell in 1983 were:

• Howard T. Weber, director of

insurance at 3M Co. in St. Paul,
Minn. in 1978.

• Edward L. Erickson, d rector
of insurance at American Broad-

casting Cos. Inc. in New Yirk in
1979.

• Thomas V. Hallett, then risk

manager of General Motors Corp.
in Detroit in 1980.

• Duane C. Allen, assistant trea-

surer of Hanna Mining Co. in
Cleveland in 1981.

• Eckart Russell, then risk and

insurance manager of Alcan Alu-
minium Ltd. in Montreal in 1982.
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TO INDUSTRY INFLUENTIALS
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Mr. Hallett is now vp-director of
risk management with broker
Frank B. Hall & Co. Inc. in Briar-

cliff Manor, N.Y. and Mr. Russell is

now manager of foreign exchange
risks at Alcan.

In 1980, the competition was ex-
panded with the addition of the
Risk Management Honor Roll to
recognize risk managers facing dif-
ferent challenges created by their
dissimilar organizations.

Persons named to the Risk Man-

agement Honor Roll in addition to
those serving as judges for the 1984
competition were:
• Robert Bieber, then risk man-

ager of Westchester County, N.Y.,
representing government entities
in 1981.

• William Ryan, insurance and
risk manager of the University of
Michigan at Ann Arbor, repre-
senting not-for-profit institutions
in 1981.

• George N. Pierce, risk man-
ager of Orange County, Fla., repre-
senting government entities in
1982.

• Paul B. Harvey, risk manager
of Ponderosa Homes in Irvine,

Calif., representing companies with
less than $300 million in sales in
1982.

• Gene M. Marsh, then execu-

tive vp for risk management for
the General Conference of Sev-

enth-day Adventists in Takoma
Park, Md., representing not-for-
profit institutions in 1982.

Mr. Bieber is now manager-eli-
ent services with Ebasco Risk Man-

agement Consultants Inc. in New
York. Mr. Marsh is president of
California Hospital Assn. Insurance
Service Inc.

All nominations to the 1984 com-

petition must be submitted to the
judges in a specially prepared
folder that includes preprinted
forms.

In addition to the nominating
form and supporting material, each
nomination must include a letter

from a sponsor nominating the
candidate and a letter of endorse-

ment of the candidate by an execu-
tive at his or her organization. The
letter of endorsement can come

from the candidate's superior or
any other higher officer, but it
must certify the accuracy of the in-
formation submitted in the nomi-

nation.

The information contained in the
nomination will be held in the

strictest confidence by the judges
and will not be released by Busi-
ness Insurance without the permis-
sion of the winning candidates.
Only the names of the winning
candidates will be announced.

To request a form to nominate a
risk manager to the 1984 competi-
tion, write Business Insurance, 740

N. Rush St., Chicago, Ill. 60611;
Attn.: Risk Manager of the Year
Competition. .

Safety rule sought
WASHINGTON-Federal rules

are needed to bar the use of alcohol

and drugs by train engineers for a
specified number of hours before
they report to work, a federal
safety official says.

Patricia Goldman, vice chairman
of the National Transportation
Safety Board, says, "There is a need
for federal rule making and that
need shall be met now-not in the

wake of some future tragedy."
Various states and railroads have

rules governing alcohol and drug
use by engineers, but there are no
specific federal regulations.

A Federal Aviation Administra-

tion rule prohibits crew members
from consuming alcohol at least
eight hours before they begin work
and while they are on the job. .



around the states

Hearing will determine
fate of health insurer

COLUMBIA, S.C.-A circuit
court hearing will be held in Co-
lumbia this week to determine if a
South Carolina-based health and
accident insurer is insolvent.

The Sept. 15 hearing follows last
month's suspension of the license of
Key Life Insurance Co. of South
Carolina by Rogers T. Smith, South
Carolina's insurance commissioner.

The Insurance Department ear-
lier had obtained a court order that
bars Columbia-based Key Life
from writing new business until it
can be determined if the company
is insolvent.

The Insurance Department esti-
mates that Key Life's assets at the
end of the first quarter were about
$800,000, while liabilities may have
exceeded $1.3 million.

The company suffered financial
reverses because of inadequate
rates it charged for group health in-
surance written for small employ-
ers, a department spokesman said.
The bulk of the policies were issued
in Louisiana and Texas.

However, policyholders will be
be protected by the South Carolina
Life and Health Guaranty Fund,
which aids policyholders when an
insurer collapses and can't pay
claims.

Key Life, which the Insurance
Department says was incorporated
in 1938, was licensed to operate in
Alabama, Louisiana, Oklahoma,
Oregon, Texas and South Carolina.

Psychiatric claim
MADISON, Wis.-The State

Court of Appeals will decide the le-
gality of a 1981 workers compensa-
tion award to a former Interna-
tional Harvester Co. employee who
became mentally ill after witness-
ing an industrial accident,

The Court of Appeals had asked
the state Supreme Court to decide
the case, but the Supreme Court re-
ferred the case back to the appel-
late level on Aug. 30.

The case, termed "unique" by the
Court of Appeals, apparently is not
addressed by state law, which is
why it was sent to the high court.

Wisconsin's workers compensa-
tion law clearly covers a mental
disability suffered as the result of a
traumatic injury on the job, but the
law does not specifically address a
situation where a witness to an ac-

cident is the injured party, accord-
ing to the appellate court.

The case stems from a Feb. 25,
1975, accident in Harvester's Wau-
kesha, Wis., plant in which a
worker was splashed with molten
iron, causing his hair and clothing
to burn. The worker died two
months later.

The accident was witnessed by
Michael J. Joseph, a union steward
who helped obtain the job for the
co-worker. Mr. Joseph also poured
molten iron as part of his job duties
at Harvester.

After witnessing the accident, vi-
siting the injured worker in the
hospital and continuing to perform
similar duties at work, Mr. Joseph
became ill and ceased working in
August 1975. Four years later he
filed for workers compensation dis-
ability benefits, citing psychiatric
problems stemming from witness-
ing the accident.

According to Mr, Joseph's psy-
chiatrist, the worker suffered a
psychotic breakdown and was
treated for paranoid schizophrenia.

The Division of Workmen's
Compensation subsequently found
Mr. Joseph to be temporary totally
disabled and awarded him $21,773
in May 1981 and subsequent
monthly payments of $374.40,

based on the 1975 maxjmum
weekly wage of $103.

Of that maximum weekly wage,
Mr. Joseph will receive 80% and his
attorneys will receive 20% for 500
weeks, after which Mr. Joseph will
receive the full benefit.

Harvester's insurer, which the
company would not identify, also
was ordered to pay a lump sum of
$5.443 in attorney's fees.

The Division of Workmen's

Compensation's ruling was upheld
by the State Labor and Industry
Review Commission in May 1981,
and by the Circuit Court in 1982.
Harvester appealed the decision. •
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an important conference

THE DOLLARS & SENSE

OF COMMUNICATING

EMPLOYEE BENEFITS
and

AGENDA

THE ART OF PERSUASION

November 1 and 2

The Knickerbocker Hotel, Chicago

Monda¥. October 31 5:30-7:00 p.m.

Early registration and cocktail reception. Browse the EBC Gallery and the Literature Gallery.

Tuesday, November 1

REGISTRATION 8:15 a.m.

A continental breakfast will be served. The EBC Gallery and Literature Gallery will be open.

GENERAL SESSIONS

Opening Remarks 8:45 a.m.

Kathryn Mcintyre, Editor, Business Insurance.

The Art Of Persuasion

Ronald G. Hoff, Exec. VP & Creative Director, Foote, Cone & Belding

Unique in the field of presentation counseling, Mr. Hoff combines top-level, high-stakes business
experience with exceptional presentation skills. This expert offers insight into the presentation
skills needed to perusade any audience ... the techniques are the same, whether addressing your
management or employees about benefits programs, or pitching a big account or proposing a
campaign.

"The real measure of any presentation," Mr. Hoff says, "is whether the audience learned
anything they can use that very day. It's nice if they're amused. But time is precious, and my

main function is to help the audience be more productive, more persuasive, more profitable -- to
their companies, to themselves."

This session, "A Presentation on Presentations," will motivate and inspire you.

Regulation & Legal Requirements
Peter A. Straub, Acting Assistant Administrator,

Office of Reporting and Plan Standards, U.S. Department of Labor
On September 2, 1974, the Employee Retirement Income Security Act (ERISA) was signed into
law. With the enactment of ERISA came a legislatively ordered array of reporting and disclosure
requirements intended to assure that private sector employee benefit plans would be operated
and managed in the best interest of plan participants and their beneficiaries. This session will

highlight the major reporting and disclosure requirements under ERISA and the manner in which
the Department of Labor has been recently implementing these requirements through the regula-
tory process. And, what can we expect for the future ... more or less regulation governing benefit
communications?

Explaining Salary Reduction Plans

Robert C. Penzkover, Director of Employee Benefits,

The Quaker Oats Company
The 401 (k) plan has rapidly emerged as a staple product in a modern employee benefit
package. Obtaining broad participation to meet discrimination tests depends almost entirely on
an effective communication approach. This requires fostering a climate of individual responsibil-
ity to manage benefit and compensation planning. in this case, a few relevant numbers are worth
a thousand words.

Luncheon

Wellness Programs

William E. Hembree, Director, Health Research Institute;

Denise Maleska, Director of Human Resources, CIBA-GEIGY Corp.;
Dr. Joseph C. King, Director of Employee Health Services,

Continental Illinois National Bank & Trust Co. of Chicago

What employers can and are doing to change health habits and lifestyles is the subject of this
panel. Concepts and techniques to be covered include cost-benefits, persuasion/motivation, be-
havior changes, incentives/disincentives, "new age" communications and approaches to em-
ployee interface, timeframes, etc.

Nationally recognized professionals will describe wellness programs, what works and what

doesn't, an actual case study, accessing resources, and measurement and evaluation of results.

BREAKOUT SESSIONS

Breakout sessions afford you the opportunity to zero in on a specific problem you may be facing.

Select the one session that best meets your needs.

Essential Elements/How To Work With Suppliers

J. Frank Swygert, Jr., President, Benefits Media Inc.;
LaRue Foster, Manager, Employee Benefits Communication, Corporate

Communications Department, Boise Cascade Corporation

This joint presentation defines the vital components needed to implement an ongoing communica-
tions program and takes you through some of the possible pitfalls. Included is an analysis of the
various target audiences, goals and necessary ingredients to make benefits communication effec-
tive. Case studies will be presented detailing from start to finish the required steps, subject
matter, methods, procedures and monitoring of results. Whether you're working in·house or using
consultants or production houses, this session provides the nuts and bolts for your decisions and
the process of putting together effective communication programs.

Changing Benefits Strategy

Joseph W. Duva, Director, Employee Benefits & Compensation, SCM Corp.;

Dennis B. McKoy, VP and Co-Manager, Actuarial & Consulting Div.,

Johnson & Higgins

SCM Corporation recently amended their health care program to incorporate major cost contain-

ment provisions including increased employee contributions and the introduction of up-front
deductibles for hospital charges. In addition, they introduced a 401 (k) feature in their RSIP. The
major emphasis of their communication effort was placed on "net-effect" communications and
establishing a rationale for the cost containment changes that employees could appreciate.

This session begins with defining the problem and includes developing the solution, setting com-

munication objectives, analyzing the audience, selecting the media, implementing the program
and measuring the effectiveness.

Cocktail Reception 6:00 p.m.

Dinner/EBC Awards Presentation 7:00 p.m.
Attend a reception and dinner honoring the winners of the 11th annual EBC Competition. One of
the winning audio-visual programs will be shown.

Wednesday. November 2
GENERAL SESSIONS

A Look At This Year's Winners 8:45 a.m.

Herbert Zeltner, Herbert Zeltner Inc.,

Marketing & Communications Consultant

Mr. Zeltner, invited for a return engagement at the Conference, takes an in-depth look at what

makes a winning program. This lively, entertaining, informative session offers a glimpse at what

other professionals are doing.

Innovative Ideas

Andrew Corn, Executive Producer, Ad Master;

Polly Carpenter, President, Carpenter Graphic Design, Inc.

This is a chance to pick up tips from two experts who offer innovative ideas for print and

audio-visual communication approaches. A look at each medium separately as well as when,
where, why, and how the two can successfully work hand-in-hand for your communication needs.

Luncheon

Edward Davey, Executive Director & General Counsel,
Association of Private Pension & Welfare Plans

An exciting speaker addresses the question: What can employers do now and in the future to

prevent the enactment of unfavorable benefits legislation?

Employee Attitude Surveys

Rhonda Karp, Ed.D., Associate Dean, College of Allied Health Sciences,

Thomas Jefferson University;

James B. Weitiul, VP, Consultant, Johnson & Higgins

The theory and reality of using surveys to anticipate, measure, and predict employee attitudes

toward benefits will be discussed from both the consultant and client point of view. The session

will discuss how surveys invite employees into the overall benefit change process and thereby

save the corporation and employees significant amounts of money.

Closing Remarks The Conference adjourns at 3:30 p.m.
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In today's economic climate, corporations are particularly sensitive to the rising cost of benefits and are
concerned about more efficient and effective ways to communicate the value of benefits to employees.

Every step of the way, the 'art of persuasion' plays a key role ... whether you're persuading
management on the need to monitor benefit programs and communication ... persuading employees to
use their benefit plans wisely... or, convincing workers to change attitudes to enhance their health and
well-being.

While exploring issues that are critical to your professional responsibilities, the BI Conference will
focus on the foundation of effective communication ... "The Art of Persuasion." A clearer understand-

ing of the methods used by experts in your field will help you achieve better targeting of communication
and more efficient utilization of your company's benefits programs.

You'll leave this Conference with a new perspective that's bound to have a positive effect on your
company's bottom line!

Sessions and speakers have been selected
to help you meet the challenges of your

profession. General sessions are designed to
focus on communication problems affecting
the benefits community. Breakout sessions

afford you the opportunity to zero in on a
specific problem you may be facing. You can

select the one session that best

meets your needs.

REGISTRATION

The cost is $495. A 10% discount is offered to additional registrants from the
same company. The fee includes sessions, workbook and educational materials,

breakfast, coffee breaks, luncheons, cocktail reception and the EBC Awards
dinner.

Payment required with registration.

(Check or credit card accepted, see registration form below.)

All cancellations must be received in writing. A full refund will be made on

cancellations received prior to October 1. A $100 service charge will apply to
cancellations received after October 1. No refunds will be made on cancellations

received less than five business days prior to the Conference.

However, if your plans change at any time you may substitute the name of

another person from your company without penalty.

All registrations will be confirmed in writing.

To register, simply complete the form below andsend it along with your payment
to:

Business Insurance. Communication Services Department

220 East 42nd Street. New York. NY 10017

For additional information call:

Ann Vazquez at (212)210·0137 or Beth Levine at (212)210-0229

HOTELACCOMODAnONS

The Knickerbocker Hotel has set aside special rates for Bl conference registrants
only: $80 single room; $95 double room.

You must mention the Business Insurance Conference when making your reserva-

tions. Hotel reservation cards will be included in your conference registration

package. Or, call the Knickerbocker Hotel directly at (312) 751-8100.

TRAVEL ACCOMODAMONS

We are pleased to announce that Travel Headquarters Ltd. has been selected to
help you coordinate money-saving flights to Chicago for the Business Insurance

Conference. Travel Headquarters will provide travel arrangements for regis-

trants, from every major city in the U.S. and Canada, at substantial discounts
without sacrificing your comfort and convenience. Space is limited and reserva-

tions will be accepted on a first come-first served basis.

For special air-fares and reservations call:

In Illinois and Canada, (312)641-3088 or toll free from anywhere else in the

U.S.,(800)621-1676

You must mention the Business Insurance Conference when making your reserva-

tions. All registrants will receive airfare rates and reservation cards along with

their conference registration confirmations.

It's all there at the BI Conference.

"The Dollars & Sense of Communicating Employee Benefits,- and "The
Art of Persuasion." November 1 and 2 at the Knickerbocker Hotel in

Chicago.

This Conference makes good sense for you and your company.

Register Now and save on your hotel and airfare too.

A highlight of this conference includes the
presentation of the 11th annual EBC

Competition Awards. You will also have the
chance to view some of the communication

programs submitted for this year's

Competition that will be displayed in the
EBC Gallery. And, the Benefits Literature
Gallery makes it possible for you to collect some of

the latest benefits industry information available.

REGISTRATION FORM

Please register me for the Business Insurance Conference:
"The Dollars & Sense of Communicating Employee Benefits,"

and **The Art of Persuasion."

NRm,

Title

Organization

Address

Business Phone (area code) (

Mail to:

State

Busine= insurance

Communications Services Department
220 East42nd Street, New York, NY 10017

For additional information call:

Ann Vazquez at (212)210·0137 or Beth Levine at (212)210-0229

Additional Registrants From My Organization:

Name

Titio

Credit T.rd

Account #

Expiration D.*o

Signah,ro

I am enclosing my check #

1 for

in the amount of

ZiP

registrants.

9/12
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Croziat named to head Scor Re, affiliates
Pierre D. Croziat named presi-

dent and chief executive officer of

Scor U.S. Group
f. ' in Dallas.
' Scor U.S.

. Group includes
Scor Reinsur-

ance Co., Scor
'* ' I J Re Life Insur-

« ance Co., South-
west Inte. na-

tional Reinsur-

ance Co., a joint
Mr. Croziat venture with

The Dai Tokyo
Fire & Marine Insurance Co. Ltd.,

and Scor U.S. Corp., an incor-
porated holding company and a
subsidiary of Societe Commeniale
de Reassurance of Paris.

Mr. Croziat had been president
and chief executive officer of Scor

Canada.

Other reinsuer changes:
Paul Feldsher named v? of

Trenwick Managers Inc. in New
York, underwriting manager for
Apple Syndicate Corp. on the New
York Insurance Exchange. He had
been secretary at North American

comings & goings: industry

Reinsurance. Trenwick Managers
is a subsidiary of Bermuda-based
Trenwick Ltd.

Jack E. Helms named vp of
American Centennial Insurance

Co. in Peapack,
N.J. He is re-

sponsible for the -
company's rein- , 6......,10,.S
surance treaties j 
developed ..9-,LiII...

through manag- 
ing general --2,.
agents and for •
ceded reinsur-

ance for Benico

Cos., of which is Mr. Helms
American Cen-

tennial is an affiliate.

Carol A. Myers named secre-
tary at Reliance Corp. Services Inc.
in Philadelphia. Ms. Myers assumes
responsibility as underwriting offi-
cer for corporate ceded reinsur-
ance. She had been underwriting
manager of Reliance Underwriting

Business Insurance
is available in Microform

University Microfilms International
Pl:ase send additional nformation
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Management Inc.

Insurers

William A. Snodgrass elected
senior vp-claims of Bituminous In-
surance Cos. in Rock Island, Ill. He
succeeds S.J. Carpenter, who will
retire next year. Mr. Snodgrass had
been claims manager at the Bitumi-
nous Dallas branch.

Michael S. Hanuschak named

vp and director of U.S. operations
at Professional Underwriters In-
surance Co. in Coral Gables, Fla.

He will also become president of
Professional Underwriters Insur-

ance Agencies.
Thomas G. Cole elected senior

vp and underwriting manager at

Reliance Insur- r 'daance Co. in Phil-

adelphia. With , 

ment, Mr. Cole j *. :C
will coordinate 4 L,"1

ment, field man- lifi,
4-/.fil'-S,X

marketing, the Mr. Cole

marine depart-
ment and loss-control services. He

had been vp of the company's com-
mercial property underwriting de-
partment.

J. William Lee, formerly senior
vp in charge of the underwriting

department, pro- -,1,.-
moted to senior

field operations 7 1officer. Mr. Lee f 1

company's field iR lkjW
Northeast, Cen-

tral, Southeast kfibdi-
and Southwest 
regions. I ki_

Alsi at Re- Mr. Lee

liance, David F.
Bell elected vp responsible for the
product management area of the
underwriting department. Mr. Bell
previcusly was the head of the
commercial mass marketing de-
partment

Roy F. Bess Jr. named vp-legis-

4 fl ble

*1 - -

.

D 0 8

CiljilI[f[&@ {Ririfla gTi'ti'55Hi'r@fkilmim
11

L
The Monarch Insurance Company of Ohio

Incorporated 1864

A Wholly-Owned Subsidiary of Pearl Assurance p.1.c., London

19 Rector Street, New York, N.Y 10006
Telephone: 212-422-1850 Telex: 12-6899

lative and regulatory affairs with
Provident Life

& Accident In-

surance Co.in

Chattanooga,
Tenn. Mr. Bess 2...1/
assumed his new # 
duties Sept. 1 'j
when he retired

from the post of
deputy commis-
sioner of insur- /

ance for the state Mr. Bess
of Tennessee.

Gene Keating named vT-under-
writing and marketing of Great
Southwest Fire Insurance Co. in

Scottsdale, Ariz. Mr. Keating pre-
viously was senior vp and general
manager for
Borg-Warner
Underwriting
and president of
Vaughn & Keat-
ing Inc. GreatSouthwest is a subsidiary of
Sentry Insur-

Lee 0. Gas-

kins Jr. pro- Mr. Gaskins

moted to vp and
director of loss prevention at Mich-
igan Mutual Insurance Co. in De-
troit. He most recently was an as-
sistant vp.

Excess/surplus
Victor D. Giordano joined War-

ren B. Richey & Co. Inc. in Cherry
Hill, N.J., as vp. Mr. Giord:no had
been a vp at Horan, Goldman Cos.
Richey is a wholesale managing
general agent.

Robert W. Donahue joined J.
Gordon Gaines Inc. in Akron, Ohio,
as vp-commercial auto under-
writing. He most recently was pres-
ident of the World of Insurance

Inc. in Indianapolis.

Other suppliers
M. David R. Brown named

managing director of William M.
Mercer Inc. in New York. He as-

sumes responsibility for U.S. mul-
tinational consulting operations
and will serve as a senior consul-

tant. He pre- . ----
viously was with
a Canadian con- ./1,7-3
sulting firm. Mr. li?»]f»>f'

Donald E. 

tor-international 
Crawford & I

Co. in Atlanta -.--I.-

promoted two

executives: P.A. Bollinger named
executive vp-services and B.C.
Usher was,
named senior :

vp-service oper-
ations.

Two changes
were announced i » *1'3

at Tillinghast, f
Nelson & War-

ren Inc. Harold {

W. Black joined 
the firm as a

principal and Mr. Usher

will be responsi-
ble for the newly opened Nashville,
Tenn., office. Mr. Black had been
president of Cox, Black & Associ-
ates Inc. Raymond J. McEneaney
joined the firm as a vp in the Jack-
sonville, Fla., office. He previously
was president of a subsidiary of
John Hancock Maritime Life In-

surance Co. in Canada.

John B. Toy Jr. named vp of
Mund, McLaurin & Co. of Los An-
geles, a risk management consult-
ing firm in South Pasadena, Calif.
Mr. Toy joined Mund, McLaurin in
1980 following six years with Aetna
Life & Casualty Co.

Agents/brokers
William J. Streit named vp and

manager of Liberty International
Agency Inc., a subsidiary of Lib-
erty Mutual Insurance Co. in Bos-
ton. Previously, Mr. Streit had been
vp and manager of field business
marketing at Liberty Mutual.

Corroon & Black Corp. promoted
Marnix L.K. Guillaume to presi-
dent of Corroon & Black Interna-
tional. Mr. Guillaume had been se-

nior vp and divisional director of
the subsidiary. Two senior execu-
tives at Corroon & Black Interna-

tional were also promoted:
Howard C. Hupp promoted to se-
nior vp from vp and Wendy
Thompson named vp.

Jardine Insurance Brokers Inc.

promoted Lynne Orr and Dorothy
McCorkindale to vps in the San
Francisco office.

James Mostad joined Bayly,
Martin & Fay as vp in its North
Palm Beach, Fla., office. His re-

sponsibilities will include produc-
tion and client administration.

Lee Brodsky and Robert
Manthey have been elected vps of
Rollins Burdick Hunter of Illinois

Inc., a subsidiary of Rollins Burdick
Hunter Co. Mr. Brodsky had been
manager of RBH's mortgage bank-
ing department and Mr. Manthey
had managed aviation insurance
accounts in the aviation depart-
ment. •

t

Mr. Boil nger

Right-to-know' law may cost
Jersey employers $60 million

TRENTON, N.J.-New Jersey
employers, especially chemical
manufacturers, expect to spend
more than $60 million to let their
employees know if they are work-
ing with hazardous substances in
compliance with a law signed Aug.
29 by Gov. Thomas H. Kean.

The law requires that mixtures
containing hazardous substances be
labeled with the chemical names

and chemical abstract service

numbers of the hazardous ingre-
dients within 18 months. The top
five non-hazardous substances also

must be listed on the label within

three years from the date that S.
1670 was signed. And, employees
also must be trained in the proper
handling and use of such sub-
stances, according to the law.

Business groups appealed to the
governor to change the law before
he signed it (BI, Aug. 29). They sug-
gested a different system, or.e that
uses substance identifying numbers

on the label that correspond to ma-
terial safety data sheets, which
would go into greater detail about
the properties of the hazardous in-
gredients and steps to take in case
of an emergency.

Employers are expected to con-
tinue their appeal through repre-
sentatives on an 11-member gover-
nor-appointed advisory group,
which will monitor implementa-
tion of the complex law and recom-
mend possible amendments.

Implementation of the law will
cost the chemical industry in New
Jersey an estimated $40 million to
$60 million during the first year,
said Hal Bozarth, director of gov-
ernment relations and public af-
fairs for the Chemical Industry
Council of New Jersey, which has
72 members.

The chemical industry in the
state is the second largest industry,
employing more than 130,000 per-
sons. •



South Tucson forced

to file for bankruptcy
Continued from page 2
was hit with a $3.6 million liability
judgment that exceeded its annual
budget by almost $1 million. At the
time, Jefferson Insurance Co. of
New York underwrote the city's
$100,000 police liability policy (BI,
April 19, 1982).

Immediately after the accident,
the city increased its liability cov-
erage with a $900,000 insurance
policy excess of a $100,000 self-in-
sured retention. The city has since
increased its liability coverage to
$10 million.

Mead Reinsurance Corp. of
Freeport, Ill., writes the first
$900,000 of coverage above a
$100,000 self-insured retention and
Planet Insurance Co. of Philadel-

phia writes a $9 million excess of $1
million policy.

The city failed in its appeals of
the $3.6 million award, and an Ari-
zona Superior Court ultimately or-
dered it to pay the paralyzed police
officer more than $4.5 million in
five equal annual installments, and
tax its citizens, if necessary, to raise
the money (BI, May 10, 1982). The
$4.5 million included interest on
the original $3.6 million award.

South Tucson made several

offers to settle with Mr. Garcia.

One such offer in May 1982 in-
cluded a $2.2 million structured set-
tlement for Mr. Garcia and $1.6
million to cover attorney fees (BI,
May 17, 1982).

At one time, South Tucson also
offered him three parcels of city
land valued at $450,000 and annual
payments of $50,000 for 30 years
(BI, May 3, 1982). Neither offer was
accepted.

Increasing the town's taxes to
pay the claim was considered, but

New Braniff

may give lift
to the PBGC
Continued from page 2
tling the agency to purchase
500,000 shares of New Braniff com-

mon stock at an exercise price of
$15.21 a share.
• The PBGC is expected to re-

ceive 235,000 common shares of

New Braniff, plus about 135,000
shares of Braniff Airways, which
would be the parent of New Bran-
iff.

The Hyatt Corp. would control
both Braniff Airways and New
Braniff, according to the reorgani-
zation plan.

The combination of cash pay-
ments, warrants and stock could
have a value of between $10 mil-
lion and $12 million, estimated
PBGC Executive Director Edwin

"It is a reasonable and fair settle-

ment," Mr. Jones said.

The underfunding of the three
Braniff pension plans, which preci-
pitated the dispute with the PBGC,
occurred because of improvements
added during the airline's last few
years of operation.

For example, benefits promised
by the Braniff Teamsters' plan,
which had about 2,500 vested par-
ticipants when Braniff filed for
Chapter 11 last year, were almost
doubled in 1979.

Each person retiring that year
received a pension of $15 a month
for each year of service, up from

 $8.35.
The Teamster plan's benefits

were later raised even more-to

$22 a month.
Similar increases were added to

the Machinists' retirement plan,
which had about 1,760 participants
when the airline filed for reorgani-
zation.

in reality that would have been im-
possible, Mr. Serna said. The me-
dian income in South Tucson is

$10,188, which is near the poverty
level, he said. Residents pay 17.5
cents per $100 of assessed valuation
in property taxes, which brings in
only $17,000 a year.

The town is in good shape finan-
cially in terms of operation of the
town, but with this outstanding
claim hanging over it, businesses
have been reluctant to move into

the community, fearing increased
tax assessments, Mr. Serna said.

South Tucson wants to move on

to soliciting new business and plans
to do so after the Garcia claim is

settled in bankruptcy court, Mr.
Serna said. .
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Sir Peter foregoes Lloyd's re-election bid
Continued from page 2 A British Department of Trade investigation into
tion by the Fisher Working Party that Lloyd's bro- the Howden and Minet allegations is expected to be
kers and underwriting managing agencies be owned completed next month. Lloyd's is also conducting its
by separate corporate parents, eliminating a poten- own investigation.
tial conflict of interest between brokers and un- Sir Peter's career at Lloyd's began in 1946 when
derwriters. he began working at Janson Green, where his fa-

Despite protests by some Lloyd's members and ther was a Lloyd's underwriter. He became a mem-
brokers who claimed the separation was both un- ber of Lloyd's the following year.
necessary and a violation of Lloyd's tradition, the He was named chairman of the Lloyd's Un-
recommendation was included in the final bill sub- derwriters' Assn. in 1973 and first served on the

mitted to Parliament in 1981 and passed in 1982. Committee of Lloyd's, the predecessor to the Lloyd's
In the past year, Lloyd's has been rocked by alle- Council, from 1974-77.

gations that top officials of Alexander Howden He was re-elected to the committee in 1979, serv-
P.L.C. and Minet Holdings P.L.C. had diverted cor- ing as deputy chairman for one year before becom-
porate funds-including funds from Lloyd's syndi- ing chairman of the marketplace in 1980.
cates-into offshore reinsurance companies that Last year, he was knighted by Queen Elizabeth II.
they secretly controlled. Although no formal slate of candidates to replace

Sir Peter said he conducted a personal investiga- Sir Peter has yet been prepared, the Lloyd's spokes-
tion into the allegations at Minet in early 1982 and man told Business Insurance that council members
said hehad found no wrongdoing. Later, as the alle- have discussed several likely nominees, iticluding
gations increased, Minet Chairman John Wallrock former Deputy Chairman Murray Lawrence and
and several key employees of Minet underwriting current Lloyd's council members Stephen Merrett
subsidiaires resigned or were fired.  , and Peter Miller.

How The Institute for Loss
Control Studies

can improve
your bottom line.

If you're using generic, "packaged"
safety and loss control programs you're
probably better off than if you had no
help at all.

But a program specifically designed to
meet your particular needs can make

a major difference in the effectiveness
of your loss reduction efforts and their

positive impact on the bottom line.

Thafs the important difference The
Institute for Loss Control Studies offers.

We are a specialist consulting organiza-
tion formed around the long-established
and respected International Safely
Academy. We offer the most extensive
safely training programs in the industry,
plus a complete range of sophisticated

loss control services including occupa-

INA Loss Control Services, Inc.
a CIGNA company

The Institute for Loss Control Studies

...''

tional health and safety, construction,

health care and professional liability.

Our skilled consultants have the expe-

rience, training and resources to
accurately analyze your needs and to

develop a program that is designed
specifically to provide maximum results

for you. If you'd like to learn more about
The Institute for Loss Control Studies and

its cost-effective methods to reduce

losses, please call for our brochure toll

free: 800-231-3147 (in Pennsylvania call:
215-241-5800). Or write: The Institute for
Loss Control Studies, RO. Box 8527, Phila.,

PA 19101.

CIGNA
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Health program to stress monitoring illnesses
Continued from page 3

Each employee is given an insur-
ance identification card he or she

must present to the attending phy-
sician when the employee or his or
her dependents receive any treat-
ment. The card requires that the
MET be contacted if the eeatment
is expected to exceed $1,000.

Being aware of a large claim be-
fore receiving the bill, which some-
times may not arrive fol 30 to 60
days after treatment, "will enable
us to take some supervisory and
operating control," Mr. Waters
says.

To provide "maximum guidance
for recuperation," a family coin-
selor will be assigned to those pa-
tients whose care is estimated to

exceed $5,000. In a year, Mr. Waters
hopes to be able to assign counsel-
ors to patients whose costs will ex-

1

ceed $2,500.

Keep Well initially will have 12
family counselors. They are located
throughout the state but will report
regularly to the Waters manage-
ment company in Sarasota. Each
nurse will assume about 100 cases

each year, Mr. Waters predicts,
adding he plans to hire more
nurses.

Cases most likely to be handled
by family counselors include pa-
tients with cancer, kidney disease,
heart ailments, back injuries and
urinary or digestive problems.
They also would monitor the care
given to new mothers and prema-
ture babies, Mr. Waters says.

The family counselor concept is
generally welcomed-or at least
not shunned-by doctors, said
Kevin Hayes, an assistant to Mr.
Waters.

"Generally, the nurses are not
received with animosity by the
physicians," he says. "The idea of a
real clash between a physician and
the (family counselor) really hasn't
developed yet.

"We're confident (the use of out-
patent facilities) will cut down on
costs, and with the help of the fam-
ily counselor, we think we'll get
better care to employees and de-
pendents," he says.

Recognizing employees who are
de to hold down their health care
expenses is the second biggest focus
of the new program.

Employees whose health care
costs do not exceed $100 per month
are rewarded with a complete book
of trading stamps that they can use
to purchase a variety of merchan-
dise, Mr. Waters says. The books

v Takea 
 giant stepforward 

withatax-deferred 
pension investment plan
forcorporate employers

of100 orless.
?hoenix Mutual, a leader in providing innovative group

life and health coverage, has designed a flexible,
diversified retirement program for small businesses. It's
called "Giant"* because it towers above anything else.

Now you can take advantage of the same pooled funds
offered to larger corporations as well as our

professional expertise backed by a portfolio of more
than $1 billion in pension assets.

With a minimum contribution of $Z500 a year, you
can choose from three investment vehicles:

Money Market, Stocks or a Guaranteed Interest
Fund. There's no entry sales charge (100% is
invested immediately). Benefits are paid at

full accumulated value and surrender
charges on withdrawals disappear after

seven years. In addition to a toll-free
"hot line" service, our comprehensive

Administrative Service package
includes quarterly fund statements,

processing of transfers and
withdrawals, prototype plan
document, IRS submission

assistance and employee record
keeping. What's more, "Giant"

can be used as a post-TEFRA
pension/profit-sharing plan.
Take the first step by sending

us this foot.

---------

Here's the foot. Tell me more
about "Giant."

N,$imp
Title

Company
Addreqq

City
Statp Zip
Telephone

Do you now have an existing pension or
profit sharing plan? El Yes m No

Group Sales Department
One American Row

Hartford, CT 06115

·Not yet availab•e b all sta es.

are awarded on a quarterly basis.
The trading stamps will cost the

trust about 1% to 1.5% of the pre-
mium charged per employee.

And employees also can receive
an annual credit of about $50, de-
pending on how infrequently the
employee and his or her family use
health care benefits. The Keep
Well Trust will put aside about $5 a
month per covered family for this
end-of-the-year bonus.

"Good health should be pro-
moted and the promotion of good
health should be recognized," Mr.
Water reasons.

The trust also will kick in $50 a
year toward an annual physical ex-
amination for each employee to en-
courage good health practices.

Weekend hospital admissions for
non-emergency situations will be
discouraged and the use of outpa-
tient clinics encouraged.

The MET will wave the 20%

coinsurance provision for any pre-
surgical testing done on an outpa-
tient basis and for any outpatient
surgery.

Other Keep Well cost-contain-
ment procedures include a thor-
ough review of all medical and hos-
pital bills.

To encourage employees to ex-
amine their hospital bills carefully,
the program will pay any employee
who catches an overcharge in his
or her hospital 25% of the over-
charge.

For example, if an insured dis-
covers he or she was charged twice
for a $100 surgical procedure that
was only performed once, the em-
ployee will receive $25.

The program also will use a state-
wide system of preferred provider

organizations and will require
mandatory second opinions before
surgery for specified procedures.

Premiums for coverage that in-
cludes a $250 deductible will be
about $60 a month per single em-
ployee covered and about $90 a
month for an employee with multi-
ple dependents. Rates will be about
10% higher for coverage with a
$150 deductible.

The amount paid by the em-
ployer and employee will be de-
cided by each employer individu-
ally.

An 80/20 coinsurance provision
applies to the first $5,000 in cover-
age. After that, the MET pays 100%
of claims up to $250,000 per illness
and $1 million per lifetime.

The program does not include
dental coverage.

Keep Well already has $400,000
in committed premium, and Mr.
Waters predicts that figure will top
$5 million by the end of the MET's
first year.

Mr. Waters expects to offer the
program soon to employers that are
not members of FCCI. "This has

the potential for becoming a very
big program," he says.

"If we can just break even the
first year, we won't have to have a
major rate increase," he adds.

The program's success, Mr.
Waters says, is largely dependent
on teamwork.

"This is a community project and
everyone needs to be involved in it
if costs are going to be controlled.
It's important to recognize that this
will be an all-hands operation-ev-
eryone's going to need to pull to-
gether," he says. .

West Virginians debate
charges to self-insurers

CHARLESTON, W. Va.-The
blustery tones of a summer legisla-
tive committee session, during
which Workers' Compensation
Commissioner Gretchen Lewis was

accused of overcharging self-insur-
ers, appear to have blown over.

A calm August meeting of the
Legislature's Joint Committee on
Government Operations contrasted
sharply with the July meeting, in
which Republican members
charged Democrats with covering
up alleged overcharges in assess-
ments to self-insurers.

The assessments finance the

state's second-injury and catastro-
phe funds.

The heart of the complicated
issue lies in the interpretation of
the state's 1974 workers comp law.
That act requires most employers
to purchase their work comp cover-
age through the exclusive state
fund, which has been in existence
since 1913, but allows larger em-
ployers that meet certain require-
ments to self-insure their coverage.

Employers covered by the mo-
nopolistic fund pay a fee to support
the state's second injury, catastro-
phe and other injury funds. Self-in-
surers may opt to participate in
these three funds by paying a per-
centage of the base rate premium.
Those that don't participate must
post a bond.

If they opt to pay into the funds,
according to the law, self-insurers
are suppose to pay 10% of the base
rate premium until a $500,000 sur-
plus is reached. Then, the charge is
supposed to drop to 5%.

But in the past few years, that
charge hovered between 6% and 8%
despite a healthy surplus, a rate Ms.
Lewis believes is necessary to
maintain the solvency of the funds.

Citing that it was her fiduciary
responsibility to keep the funds sol-
vent, Ms. Lewis said it was reason-

able to charge self-insurers their
fair share.

A report from a legislative audi-
tor in May resulted in the accusa-
tions that self-insurers were over-
charged. Some members of the
joint legislative committee wanted
the money returned to employers.

"We interpret the law that (the
Workers' Compensation Fund) was
overcharging," said Encil Bailey,
the auditor.

The performance audit was con-
ducted to comply with the state's
sunset law, which mandates the
elimination of state agencies unless
they are reviewed and formally al-
lowed to continue by the Legisla-
ture.

Despite the accusations, self-in-
surers are not clamoring for the as-
sessments to be lowered, nor are
they blaming Ms. Lewis, who took
her post in 1980.

"This is nothing new. The prob-
lem went back at least to the early
1970s. The present commissioner is
merely continuing a practice," said
Herchiel Sims, president of Em-
ployer Service Corp. in Charleston,
a claims adjusting firm.

The charges to self-insurers may
be "technically improper in so far
as the literal language of the act,"
Mr. Sims said, "but there is no be-
lief that the commissioner has
charged excessive amounts."

"The obligation of the commis-
sioner is to impose whatever rates
are necessary to maintain sol-
vency," said an attorney who rep-
resents several large self-insurers
in the state.

Ms. Lewis plans to have a bill in-
troduced, when the Legislature re-
convenes in January, to clean up
the language of the current law,
especially dealing with how large
of an assessment can be charged to
self-insurers and the maximum
surplus allowed in the funds. .



Trade Center

gets sprinklers
Continued from page 3
in the complex-mostly computer
rooms-that are currently
equipped with Halon fire-extin-
guishing systems. Electronic equip-
ment could be destroyed by the
water from sprinklers, Mr. Linn
notes.

Besides the twin towers, Port

Authority is also retrofitting the
Vista International Hotel, which is
part of the World Trade Center
complex, although city regulations
do not require sprinklers in hotels.

In addition to the sprinkler sys-
tem and the fire-containment

walls, the World Trade Center's
fire prevention program includes
smoke detectors throughout the
buildings, an elevator recall sys-
tem, a constant fire-detection
equipment maintenance program,
24-hour employee surveillance and
fire drills every two or three
months.

Mr. Linn said the trade center

board mandated sprinklers in addi-
tion to this comprehensive fire de-
tection and prevention program
because "the commissioners felt

that not only do they want us to go
around with a belt on, but with sus-
penders, too."

Despite the cost of the retrofit-
ting system, Mr. Linn contends that
smoke detectors are a better fire-

detection system than sprinklers
since they activate before sprin-
klers. And, he adds, human fire de-
tection is better than any kind of
mechanical equipment.

"People are really the best fire
detectors in the building during the
daytime," he notes. .

CEBS presents
37th conference

SAN ANTONIO, Texas-"Bene-
fit Perspectives in a Changing
Economy" is the theme of the 37th
annual Council on Employee Bene-
fits fall conference to be held Oct.
5-7 in San Antonio.

Speakers at the conference will
cover a variety of topics, with pre-
sentations ranging from health care
to union settlements to the space
shuttle.

On Thursday, Oct. 6., Dallas Sa-
lisbury, executive director of the
Employee Benefits Research Insti-
tute, will speak on "Benefit Tools
in a Changing Economy-What
About Tomorrow?"

Other topics to be discussed that
day include "The Ever-Changing
Health Care Scene," and "Title IV
and PBGC Legislation."

On Friday, Oct. 7, speakers will
talk about "What's Next for Social

Security" and "Motivational Com-
munications."

The conference will informally
begin on Wednesday, Oct. 5, with
advance registration.

The registration fee is $200 for
persons from CEB member com-
panies and $250 for registrants
from non-member companies.

To register, contact Carl Lazaroff
at the Goodyear Relief Assn., 1144
E. Market St., Akron, Ohio 44316;
216-796-4008. •
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Parker-Hannifin sues for asbestos coverage
Continued from page 2

"Parker has requested that defendants de-
fend it against such claims and indemnify it
for losses arising from such claims, but defen-
dants have failed or refused to comply fully
with such requests," the suit says.

"The defendants who issued each primary
policy are individually obligated to pay in full
on behalf of Parker all sums which Parker be-

comes legally obligated to pay as damages or
settlement in any third-party asbestos claim
for personal or bodily injury during a policy
period caused by an occurrence.

"Defendants must pay Parker in full unless
the pleadings or proof in such claim establish
that the policy period of such primary policy
falls entirely outside the period from the initial
exposure to theallegedly harmful product to the
time of the last known development in the al-
leged asbestos-related injury, disease or death.

"Bodily or personal injury resulting from al-
leged exposure to asbestos means any part of

the injurious process that begins with initial
exposure to manifestation of an asbestos-re-
lated disease, injury or death resulting there-
from."

"We're strongly arguing it (the triple the-
ory) as the position we will take in the case,"
said John G. Calender, an attorney for Parker
with the Washington firm, Clifford & Warnke.
"We believe the Keene case is a governing case
and is the best resolution of this issue."

Defendants which issued comprehensive
general liability coverage for Parker or the
various subsidiaries acquired by Parker in-
clude: Liberty Mutual Insurance Co. of Boston;
North River Insurance Co., and International
Insurance Co., both of Morristown, N.J.; Sen-

try Insurance Co., A Mutual Co., of Stevens
Point, Wis.; American & Foreign Insurance
Co. of New York; Travelers Indemnity Co.,
Aetna Casualty & Surety Co., and Hartford
Accident & Indemnity Co., all of Hartford,
Conn.; and American Motorists Insurance Co.

of Long Grove, Ill.
Companies writing excess insurance include

Liberty Mutual; North River; Travelers;
Aetna; International; Associated International

Insurance Co., and California Union Insurance
Co., both of Los Angeles; Northbrook Excess
and Surplus Insurance Co. in Northbrook, Ill.;
Pine Top Insurance Co. of Schaumburg, Ill.;
Central National Insurance Co. of Omaha,
Omaha, Neb.; and Integrity Insurance Co. of
Paramus, N.J.

A spokesman for American Motorists said it
has been negotiating with Parker for at least
six months and the parties were on the way to
a negotiated settlement. "Frankly we don't
know why they filed suit," he said.

An Aetna spokesman said the suit is being
reviewed by its claims department and a Crum
& Forster spokesman refused comment.

Parker Hannifin has approximately 19,000
employees and has more than $1 billion in an-
nual revenues, a company spokesman said. .

We tell it like it im.
You'll see the best, and the worst, of your

business operation-on the spot, on tape, with
real-life accuracy.

Argonaut loss control-experts are now using
video to help our policyholders examine the way
they work, and identify how to make operations
safer. Video is just one tool we offer in employee
training and safety engineering. For clear,
accurate demonstrations, we've found it's the next
best thing to learning by doing.

Video has been invaluable in making
workplaces safer and losses fewer, both of which

can go a long way toward making premiums
lower. Sound good? A call to your agent or
broker can get you started.

Let Argonaut tell it like it is. It's the first step
toward making it the way you want it.

Argonaut (0ICEY
Where people i.3
take your business seriously.

Chicago Division • 200 South Wacker Drive, Suite 2600 Chicago, IL 60606 (312) 993-9600
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KAL crash liability "Somebody called me the other the flight over Soviet territory to hostile act, adds Mr King mating the total loss could be $75
day and told me about a nice fish- any voluntary intelligence-gath- "Here, you have a problem- million to $100 million, includingContinued from page 1 ery in Washington state that the ering effort by KAL, "it would ab- there lS no war that exists between the $35 million hullloss

warranty that the aircraft and its Rusmans have a part interest in," solutely establish Korean Air the Soviet Union and Korea," he But, the issue lS confused by con-navigational system were free from Mr Belli said Line's liability," said Mr. Belli says troversy over the Warsaw Conven-defects and fit for their intended No matter whom they name in Any clear evidence of intelli- In any event, the decision hon, an international treaty limit-use, says Mr. Baker. their lawsuits, claimants may have gence-gathering activity could shouldn't affect reimbursement to ing airlines' liability to passengers
He says the pilots' estates are ac- trouble obtaining evidence from threaten Korean Air Lines' insur- Korean Air Lines because KAL's and shippers. Under the Warsaw

cused of negligently operating the the crash site itself-said to be in ance coverage altogether. insurance program includes sepa- Convention, an airline's absolute li-
747 and intentionally deviating coastal waters off Sakhalin Island, "No question it's presumably a rate cover for both war risks and ability on international flights is
from their assigned international an area claimed by the Soviets commercial airline and un- all other risks, reinsurers say limited to $75,000 per passenger.route from Anchorage, Alaska, to from Japan after World War II and derwriters rated it on that basis, They say war-risk and hull and The airline, as part of the ticket itSeoul now bristling with naval, air and says Henry L King, a partner in liability underwriters probably sells, agrees to compensate a vic-The Soviet Union is accused of missile defenses the New York law firm of Davis agreed in policy wording to split tims' family for $75,000 automati-intentionally firing a missile at an After most civil aviation crashes, Polk & Wardwell If KAL cooper- the cost of any disputed claims so cally if death occurs, the treaty sup-
unarmed civilian aircraft in a de- investigators and attorneys usually ated willingly in spying activities, that the pollcyholder does not come posedly forbids any larger payment
liberate act of premeditated vio- get their best Information about it would have had to disclose the up short (BI, March 7)
lence KAL is accused of endanger- who is responsible for a crash from fact to underwriters at renewal "

If there is any dispute lt would However, last year a U S. Circuiting the lives of the passengers by the cockpit voice recorder and digi- time. probab:y be paid on a 50-50 basis Court of Appeals in New York heldoperating outside of an interna- tal flight data recorder-the two with lines settling up later so the the limit prospectively unenforce-tional route. "black boxes" designed to with- KAL's combined single-limit polic>holder will not suffer," says able. The court said the Warsaw
Famed plaintiffs' lawyer Melvin stand crash forces including im- hull and liability coverage of $400 John Palmer Brown, managing document's use of the price of gold

M. Beth Sr. of San Francisco filed mersion in water and the pressure million was written by the Oriental director of Stewart Wrightson as a benchmark for figuring the ha-the suit in federal court in San of sea depths. Fire & Marine Insurance Co, but is (Aviation) Ltd., the London-based bility cap in diverse currencies wasFrancisco for the husband of The 747s voice recorder, for ex- almost wholly reinsured in the broker that arranged reinsurance no longer applicable since the
Muriel Kole of Albany, N.Y., an- ample, might reveal cockpit con- Lloyd's, London, French and U.S for KAL's insurer, Oriental Fire & United States abandoned the gold
other passenger on the flight Mr. versations that would explain why aviation markets, industry sources Marine Insurance Co standard.
Belli's suit names only KAL and the Korean craft left its normally said Reinsurance underwriters and Earlier this year the U.S Su-the Soviets, not Boeing or Litton. assigned route that skirts around KAL's program includes a war brokers in London and New York preme Court accepted the case forAnd, Mr Belli acknowledges the Sakhalin Island risk endorsement on the liability also say the war-risk/all-risk dis- review but has yet to hear oral ar-
difficulty of satisfying any claims It might also explain reported side and a separate war risk policy pute is academic when it comes to guments
against the Soviet Union discrepancies between the position for hull losses. It is stlll uncertain passenger claims because the same If the Warsaw pact is overturned,

"It's difficult, but there are some radioed by the 747 crew to Japa- which coverage-hull and liability policy governs both of KAL's lia- the $75,000 cap would be elimi-
new cases that could help," he said nese air controllers shortly before or war risk-will apply bility programs and hence the same nated for the 40 to 50 U.S passen-

However, international law pro- the crash and the plane's actual po- "It all depends very much on underwriters are involved either gers aboard Flight 007
fessors from several U.S. universi- sition at least 100 miles away. what the war risk clause says," ob- way. In any case, the limit in the War-ties and other lawyers almost un- Both points could be regarded by serves Mr King If the war risk saw pact would be voided if plain-animously agree that suing the So- insurers as important in determin- coverage includes losses due to in- It is only on the hull coverage tiffs can prove an airline delibera-
viets is probably a futile effort (see ing whether a legitimate claim can tentionat damage, then the loss where a few of the following un- tely endangered passengers-whatstory, page 1) be made by Korean Air Lines probably would fall under that cov- derwnters differ between the war- lawyers term "willful and wantonBut, Mr Belh cited a federal against Litton, Boeing, air control- erage, he said risk and hull lines. Once the lead negligence " In addition, the agree-court Judge's 1980 decision that lers or some other party. Mr. King was among lawyers underwriter decides where its ments do not apply to aircraft man-Chile could be sued in a Washing- representing hull and liability in- stands, the others on the risk most ufacturers or instrument suppliers,
ton, DC, court in the car-bombing The tapes could be even more surers that tried to avoid paying a hkely will follow like Litton and Boeing
death of former Chilean Ambassa- important if they reveal any sug- $24 million claim to Pan American The lead reinsurer on both the As a result, aviation plaintiffs'
dor Orlando Letelier in the nation's gestion that the course change was World Airways Inc after a terrorist hull and liability and the war risk lawyers customarily seek evidencecapital. deliberate A decision by the Ko- bomb destroyed an empty Pan Am coverage is American International in international crashes that would

Even if the Soviets refuse to ac- rean crew to fly over Sakhalin Is- 747 in Cairo, Egypt, on Labor Day, Underwriters, the London arm of tend to impose liability on parties
cept Jurisdiction by U S courts, land in order to save fuel and reach 1970. A U.S federal court judge or- Amer.can International Group Inc other than the airline and seek to
they might still be forced to send Seoul faster would tend to place al- dered the hull and liability insurers Among other reinsurers are As- prove some sort of willful safety in-
attorneys before aUS Judge :o say most complete blame for the crash to pay because no government was sociatec Aviation Underwriters in fraction on the part of the airlines
SO on the Soviet Union and Korean involved in the bombing, Mr King New York and the Insurance Co of -such as a deliberate departure"We're going to at least hold Air Lines, not Boeing or Litton, Mr. recalls North America (U.K ) Ltd., an af- from a normal route into dangerous
their feet to the fire and make Belli and another aviation lawyer A key difference between the filiate of CIGNA Corp. Fifteen per- airspace
them come in and let people see speculated. two cases is the admitted involve- cent of the reinsurance was placed U S plaintiffs' lawyers have in-what sovereign immunity does in a If the tapes left a hint of possible ment by a foreign military power in the French market, with La Re- creasingly challenged the $75,000situation like this," said Mr Belli surveillance activities by the plane -the Soviets-in the loss of the union Arienne writing 90% of the hability limit in the Warsaw pactThe attorney said that if the So- -as charged by the Soviets-blame KAL plane Most war-risk lan- French portion and have sought to have the U Sviets accept Jurisdiction in U.S might drift partly away from the guage would cover such a loss on If KAL 15 held liable, the ulti- accept the Montreal Protocols,courts and a Judgment is entered Soviet Union and toward Korean that basis, he thinks mate cost to its Insurers may de- which raise the limit to aboutagainst the Russians, it might be Air Lines or even the United But some war-risk language pend on a confused and comph- $120,000. However, the U S Senatepossible to attach U.S -based =ets States. might require a state of war to exist cated point of U S Jurisprudence. has declined to ratify the Montrealof the Soviets to satisfy claims If any evidence turns up linking with the nation committing the Last week, underwriters were esti- agreements (BI, March 14)
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Suing Soviets would be futile
Continued from page 1
"As a formal legal matter, I don't
think there is any chance of recov-
ery," says one international legal
expert who asked not to be identi-

"It's zilch as a narrow legal mat-
ter," agrees Professor Don Wallace
Jr., a professor of international law
at Georgetown University Law
Center in Washington.

Attorneys point to the doctrine of
sovereign immunity, which prohib-
its suits against countries, as the
main obstacle to recovering from
the Soviet Union through lawsuits
filed in U.S. courts.

There are exceptions, however,
and under the U.S. Foreign Sover-
eign Immunity Act of 1976, suits
are permitted if a country waives
immunity or if the dispute involves
a commercial venture or a tort that

took place in the United States, at-
torneys say.

But virtually all the experts
agree that the shooting down of the
Korean airliner in Soviet airspace
does not come within these excep-
tions. They also don't see the Soviet
Union waiving immunity.

"The way it (the Sovereign Im-
munity Act) is written, I doubt if
they (U.S. courts) would have juris-
diction over the Soviet Union for

what it maintains was done in the

national defense," says Professor
Edward Gordon, a professor of in-
ternational law at Albany Law
School in Albany, N.Y.

But one international law profes-
sor contacted said that it might be
possible to sue and recover from
the Soviet Union under the For-

eign Sovereign Immunity Act.
"It's not clear the act would bar

this lawsuit," says Anthony
D'Amato, professor of international
law at Northwestern University in
Chicago.

What's required is that the harm
-not the tort-occur in the United

States, he says. It's conceivable that
the families of victims could get
jurisdiction against the Soviet
Union on that basis, he adds.

Moreover, in a commercial trans-
action, a court can seize Soviet

assets if suits brought by victims
against the Soviet Union are sue-
cessful, he adds.

The U.S. government also is con-
sidering suing on behalf of claim-
ants before the International Court

of Justice in The Hague.
"We're examining them (the

court's jurisdictional rules) to de-
termine if there is jurisdiction to
bring the claims there," an attorney
for the U.S. State Department said.

Only countries may bring claims
before the Hague on the state's be-
half or on the behalf of individuals.

But attorneys generally believe
any claims brought before the in-
ternational court would not get
very far. The Soviet Union has
never agreed to come under the
court's jurisdiction.

"The International Court of Jus-

tice is closed," says Professor Det-
lev Vagts, a professor of interna-
tional law at Harvard University.
"Russia has nothing to do with it."

There is no international court

where the Soviet Union is bound to

respond, another attorney adds.
And even if it were to respond,
it would invoke sovereign immu-
nity.

Professor Gordon of Albany Law
School says the United States could
press claims before the interna-
tional court, but there is no guaran-
tee the court would entertain them

even if it had jurisdiction over the
Soviet Union.

Except for Albania, which did
not abide by the international
court's decision, no communist

country has appeared before the
court since the late 1940s, says Pro-
fessor Gordon.

"The prospect of the Soviet
Union appearing before the court is
very slim," he says, adding that the
court would be very reluctant to
hear the case unless both sides were

present.
An attorney for the U.S. State

Department added that during the
19505, the United States sought
hearings before the international
court after at least six military
planes were shot or forced down in
international incidents. All six

cases, including three involving the
Soviet Union, were dismissed.

Some attorneys say that while
the Soviet Union has not accepted
the jurisdiction of the international
court, the United States could

bringing a claim on behalf of their
nationals before the Council of the

International Civil Aviation Or-

ganization, an intergovernmental
agency that sets the rules for inter-
national aviation.

Professor Louis Sohn, an inter-
national law expert at the Univer-
sity of Georgia, said the United
States and the Soviet Union are

members of that organization.
Under the organization's rules,

the losing party in a dispute can ap-
peal the decision to international
court in The Hague. However, the
council can only say if there is a
violation and not award damages,
Mr. Sohn adds.

Attorneys also agree that suing
the Soviet Union in Soviet courts

would be futile.

"I don't imagine there is any
point in suing there," says Mark
Feldman an attorney with the
Washington firm of Donovan, Lei-
sure, Newton & Irvine and a for-

mer deputy legal adviser to the
State Department.

In Soviet courts, claimants would
have to face the defense that the

Soviet Union was operating in its
own national defense and that it

had the right to shoot down the
plane under Soviet law, said
Harold Berman, a professor at Har-
vard University.

"To sue the Soviet Union in the

Soviet Union is not a meaningful
option," adds Milton G. Sincoff, a
plaintiff's attorney with the New
York firm of Kreindler &
Kreindler.

While attorneys say that it is pos-
sible for President Reagan to freeze
Soviet assets in the United States

and use that as leverage to set up a
mechanism to award damages, it is
highly unlikely.

Risk management discussion set
ST. LOUIS-"Risk Management

for the '805-and Beyond" will be
the theme of a panel discussion to
be held in conjunction with the In-
surance Council of Greater St.

Louis' 24th annual Insurance Day.
The Oct. 26 event will be held at

the Cervantes Convention Center
in Downtown St. Louis.

The risk management discussion
will be moderated by Winifred C.
George, former risk manager for
Wausau Insurance Cos. and cur-

rently an independent risk man-
agement consultant. Members of
the panel that will discuss the fu-
ture of risk management include

Dick Ralston, director of risk man-
agement at Ozark Airlines in St.
Louis, and Robert Toth, director of
risk management at Monsanto
Corp., also based in St. Louis.

Registration will begin at 8:30
a.m., at which time risk managers
can talk with Missouri Insurance

Director C. Donald Ainsworth.

The cost of the program, which
includes other sessions and a lun-

cheon, is $15 in advance or $17 at
the door.

For more information, contact
Marilyn Crumpton, ISO, 10805
Sunset Office Drive, St. Louis, Mo.
63127; 314-965-2700. •

"The president has the power to
do that," says Professor Berman,
noting that the president could
freeze assets or cut off trade with

any country. "But it would be an
extraordinary exercise of power.
It's unlikely he would take such
stringent measures."

President Reagan would have to
declare a state of emergency and
then freeze the assets, adds Profes-

sor Vagts of Harvard. That could
jeopardize Americans that have
substantial assets in the Soviet

Union, he adds.

So far, the president has asked
the Soviet Union to make repara-
tion but has not threatened to

freeze its U.S. assets.

If there is any hope of recovering
anything from the Soviet Union, it
will most likely come through dip-
lomatic channels-the means most

often used to settle international

disputes, attorneys say.
One possibility is that the Soviet

Union, even without admitting lia-
bility, would agree to pay damages
as a "humanitarian gesture" to the
victims, Professor Sohn of Univer-
sity of Georgia says.

"It's possible," he says. "They
might be willing to make a ges-
ture."

The Soviet Union did make such

reparations to Canada after a satel-
lite fell in its territory several years
ago, though it did not admit any re-
sponsibility, Professor Sohn adds.

Other attorneys point to pay-
ments by Bulgaria to the families of
Israeli victims after one of its

planes shot down an Israeli air-
plane in the 19505. "There is prece-
dent for reparations being paid,"
says Elliott J. Hahn, a professor at
California Western School of Law

in San Diego. •
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Banks intensify lobbying effo rts in states
Continued from page 1 There are several reasons why are expected next year to allow stricted basis. erally oppose bank activity in the
enactment of a law in South Da- proposals to allow banks to market banks to broker and write insur- In Michigan, the legislation that insurance business until the issue
kota last March that gives state- insurance have mushroomed at the ance coverages, but the outcome is would allow state-chartered banks receives more study The Nationalchartered banks the power to both state level. Those reasons include· in doubt.
sell and underwrite insurance. to sell all forms of insurance al- Assn of Insurance Commissioners

• The passage of the South Da- "Illinois has been extremely con- ready has drawn the opposition of Integrated Financial Services Task
Since the bill was signed by kota legislation has made other servative in its regulation of the the state Insurance Department Force is now studying the issueSouth Dakota Gov William Jank- states nervous that they could lose banking industry," says Jay Shat- "We'd look at the bill with a view Another organization, the Con-

low, the nation's two largest bank banking business to other states tuck, director of government af- toward opposing it," said Michigan ference of Insurance Legislators,
holding companies-Citicorp and that permit state-chartered banks fairs for the Independent Insurance Insurance Commissioner Nancy made up of state legislators in-BankAmerica Corp. of San Fran- to engage in insurance activities. Agents of Illinois in Springfield Baerwaldt, who believes bcrrowers terested in insurance regulation, iS
cisco-have announced plans to op- "It's a knee-Jerk reaction," says For example, Illinois did not allow could be coerced into buying insur- expected to release a report onerate state-chartered banks in Ms Borowski of the PIA. branch banking until several years ance from banksSouth Dakota and conduct insur- bank involvement in insurance this

• The competition from money ago, and then only on a severely re-
ance activities through them. In fact, insurance regulators gen- week

market funds and other savings al-
Although banks are focusing ternatives that have captured mil-

their lobbying efforts in state capi- lions of dollars that were formerly
tals, they are still attempting to deposited in banks has made the
persuade Congress to pass a law banks realize they need to diversify Consultant's report opposes
that would allow all banks nation- their revenue sources
wide to enter the business of insur- So far, the issue of whether
ance banks should be allowed to under- integration of banks, insurers

And, lt appears that the banks write and sell insurance has largely
have so far lined up at least one key been a battle between insurance NEW YORK-The National
ally-the Reagan administration. The 25-page report, which was

agents and the banks. Also, complex accounting prob-
Assn. of Insurance Commissioners commissioned by several banks- lems could result if banks exercisedThe Treasury Department is Agents argue that if banks are al- should pass a model law that would mcluding New York-based Citicorp direct insurance powers or if insur-

backing comprehensive federal lowed to act as underwriters or in- bar banks from directly perform- and Chase Manhattan Corp and ers acted as banks.
legislation, known as the Financial surance brokers, consumers that ing insurance functions, a New Los Angeles-based Security Pacific For example, even professionals
Institutions Deregulation Act of apply for loans could be coerced by York consulting firm recommends Corp.-says insurance regulation have difficulty valuing the assets of1983, that would authorize all de- banks to buy insurance from them The NAIC also should prohibit can deal with affiliations between banks and the liabilities of insurerspository institutions-commercial as a loan condition insurance companies from directly banks and insurers
banks, savings banks and savings "Putting them together would

The banks argue they should be performing banking functions, ac- "What it cannot deal witt would hardly make them easier," the re-and loan associations-to expand allowed to underwrite and sell in- cording to Stewart Economics Inc. be for the institutions, willy-nilly, port says.
the financial services they can surance because the increased com- "However close the affiliation to do directly the business of each Although current laws bar banksoffer, including both insurance un- petition would lead to lower insur- permitted, insurance companies other," the report notes
derwriting and sales. from making the purchase of insur-ance rates for consumers. should not exercise direct banking ance or another service from the

"We are now asking Congress to For now, insurance agents say powers, nor should banks exercise State regulators support the bank as a condition of granting a
remove additional barriers re- commercial insurance buyers have direct insurance powers," Stewart paper's position that a financial in- loan, the NAIC should examinestricting depository institutions stayed out of the state legislative Economics says stitution's banking and insurance whether these laws are toughfrom competing equally and effec- battles, possibly because corpora- States will be able to regulate in- functions be kept separate. enough to prevent illegal "tie-in"tively with other financial organ- tions haven't yet analyzed how surer ownership of banks or bank "The price of .insurance should loans, the report states.
izations," says Treasury Secretary their insurance buying practices ownership of insurers if the two in- not depend on the ability of foreign
Donald T Regan The Stewart report is optimistic

would change if banks could act as stitutions maintain their present countries to repay bank loans," said that state insurance regulation canAlthough the administration is agents and insurers.
backing the banking legislation, S identities and not blur the services Roger Day, the president of the deal with the problems of insurer-

But more groups could become they offer.
1609 and H R 3537, one federal involved in the battle, which most NAIC and Utah's insurance com- bank affiliation, Just as it success-

"At the selling level, that means missioner fully dealt with previous regula-agency that wields tremendous agree is sure to escalate in the com- a continuation of the familiar tech- Similarly, the Stewart report tory problemspower over the banking industry is ing months nique of multiple licensing," the re- notes that while banks and insurerswary of the legislation For example, regulators have
Some observers believe Dela- port notes For example, an insur- share common functions, they also dealt with the rise of mutual insur-

The Federal Deposit Insurance ware could be the next state to pass ance agent having a counter at a undertake enough different risks ance companies, the growth of di-
Corp, the federal agency that in- legislation to allow state-chartered bank or an insurance agent being "that the single-purpose customer rect writing in several personal
sures bank deposits up to $100,000, banks to write and sell insurance allowed to accept bank deposits of either should not be put at risk in property/casualty lines and theis asking for public comment on coverages. could be managed with certain fields he had no intention of getting shift to open rating from regulatedwhether bank involvement in in- Several proposals drafted by Ci- controls. involved with."
surance is consistent with the pur- ticorp circulated during the first 44

cartel pricing.
He or she might have several If banks or insurance were al- ¢4

Insurance regulation has some-poses of Federal Deposit Insurance. half of the Delaware legislative hats, but it would be most unwise lowed to directly conduct the how managed, without needless
"The FDIC cannot lose sight of session which expired in June from the regulatory point of view other's business and then failed, harm to existing participants, a

its obligation to monitor market- Those proposals, similar to South to create the all-purpose hat," the complications could arise in at- change of the kind and extentplace developments and changes in Dakota's pace-setting law, would report says.
law in order to assess their poten- have allowed subsidiaries of state tempting to protect policyholders which has virtually destroyed the

The traditional requirement of and customers pre-existing airline and securitiestial impact on bank safety and chartered banks to conduct a full separate corporate identities of The report explains that banks industriessoundness," the FDIC board said range of insurance services banks and insurers should be con- and insurers have different insol- "With that kind of history, thereIn fact, despite the administra- But the proposals never were tinued at the levels of risk bearing, vency guaranty funds, which are, is no reason to fear that the com-
tion's support, the congressional formally introduced because of a capital accumulation and holding by their nature and the source of missioners, given adequate tools,6,

legislation to allow banks to enter lack of strong bipartisan support, of large amounts of money under their money, dedicated to a particu- cannot deal with the regulatory as-
the insurance business has failed to said Horace Sherrill, a member of obligation to others, the report lar kind of business," the report pects of insurer affiliation withattract significant congressional the executive committee of the In- adds says
support, opponents of the measure dependent Insurance Agents of banks," the report said .

say Delaware in Wilmington.
66Everybody but the Treasury re- Observers in the Delaware capi-

alizes the bill isn't going any- tal, though, believe the proposals
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cusses various alternatives for write APC Corp., P O. Box :15, 50 matenal to be offered, along with the

For advertising information in the INSURANCE SERVICES GUIDE fixed retirement income For a free Utter Ave, Hawthorne, N J (7507 cost and a mailing address Address
Contact Beverly Kluxdal, 740 Rush Street, Chicago, Illinois 60611 copy, write Department M, Kwa- all contnbutions to Info for Buyers,

Telephone (312) 649-5340 sha Lipton, P.O Box 1400, Fort
Lee, N J 07024

• How much lS back injury Business Insurance, 740 N Rush St,
costing you? You're paying in lost Chicago, Ill 60611
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J Brokers' profit margins slide
010

305

300

200

290 as competitive market lingers
COS

35/4 By LEONARD M. WILSON What the present environment adds up to, 1983-by a three-fold factor This means that
270

Special to Business Insurance
though, lS unrelenting pressure on profit a broker likely to report earnings of $1.50 per

265 margins. For the four top public brokers, share in 1983 would have earned $450 per
260 rTHE SECOND-QUARTER results of the comparative pretax profit margins in the sec- share had the growth trends and profitability
-- 1 publicly held insurance brokers continue ond quarter were· prior to 1978 remained in force through this
200 to reflect the difficult premium rate environ- • Marsh & McLennan Cos Inc.: 26.6%, year.
21S

210
 ment Profit margins remained under compared with 286% in the second quarter of Without being especially rigorous, we esti-

235
:a pressure and earnings comparisons gave in- 1982 mate that the stock price of that hypothetical

 09*914'6P4*4>4 4 vestors little to cheer • Alexander & Alexander Services Inc · broker also would be almost three times the
Al

about. 8 5%, compared with 15 2% in 1982. current price, even allowing for the current
"More of the same" • Frank B. Hall & Co Inc · 44%, com- speculation on the possibility of a brokerage

might be an apt sum- pared with 14 2% in 1982 takeover.

The Business insurance stock,ndex rebounded mation.
,6 6, • Corroon & Black Corp.. 10.5%, compared Earnings do mean something to stock

4.3 points to 262.8 from 258.5 during the holi- We believe that for with 12.9% in 1982. prices and capital values. In the case of the

day-shortened trading period ending Sept. 6. the public brokers as a In contrast to privately held firms, the re- publicly held brokers, the consequence of
The index had declined the previous two pen- group, commissions sults of the public brokers have an ascertain- pronounced structural and cyclical changes
ods. Thirty-f,ve stocks closed up, 17 were un- and fees for prop- - able impact on the value of the enterprise in property/casualty insurance underwriting
changed and 12 issues declined. The largest erty/ casualty cover- Brokerage issues, beset with cyclical obsta- have profoundly penalized investors.
gains were posted by Fremont General Corp., ages were essentially \ cles to progress, have not participated in the Most industries, after undergoing a cyclical
9.0%; Frank B. Hall & Co. Inc., 8.6%; Prov,dent flat in the second quar- current bull market downturn, recover to trend-line growth in
Life & Accident Insurance Co., 7.6%; Corroon & ter of 1983 when com- Mr. Wilson Earnings momentum is the lifeblood of the upward phase of the cycle. The brokers,
Black Corp., 7.6%; and CIGNA Corp., 7.6%. The pared with the corre- stock market gains, and the brokers have ex- though, are unlikely to get back to trend-line
largest losses were reported by Mission Insur- sponding quarter of 1982 This lack of year- perienced protracted earnings stagnation. earning power The impaired profitability
ance Group Inc., 8.2%; Washington National to-year progress is a telling indication of aus. Whereas capital values for common stocks has gone on too long and the current excess
Corp.. 3.3%; Preferred Risk Life Insurance Co.. tained, keen price competition. It is likely have generally forged ahead. investors in in- underwriting capacity will not disappear.
2.5%; Kemper Corp., 1.9%; and Onon Capital that the typical renewal book of business ex- surance brokerage stocks have lost ground on Thus, we do not expect 1978's profit mar-
Corp., 1.8%. The 8/ index posted a 1.7% in- perienced deflation of 7% to 10% as a conse- a relative basis and, in some cases, absolutely gins to be regained, though we believe that
crease for the period, compared with the New quence of rate reductions. The plight of the insurance brokerage can today's profit margins represent a disequili-
York Stock Exchange composite increase of Investment income in the quarter declined be seen in a comparison of pretax profit mar- brium that needs to be corrected and will be,
3.1%. precipitously in the face of materially lower gins for 1978 and 1983, the latter based on probably starting in 1984 When earnings

short-term interest rates The brokers, unfor- plausible estimates The decline m profitabil- growth accelerates, the price of brokerage
British Issues tunately, are now confronted with the worst ity, with the exception of Marsh & MeLen- shares also should move ahead .

1 Week
of both worlds· lower premium rates and nan, is striking even if we concede that 1978

6 Sep Prll P/E Div. Yield High-Low
lower interest rates. profit margins may have reached levels that

On the plus side, expenses moved ahead could not be easily perpetuatedCompanies pence pence 96 pcneepence

Commi Union 170 1700 1686 99 170- 168 rather modestly for all the public brokers. The comparison between 1978 and 1983 Financial briefs
Eagle Star 460 172 2429 53 460- 437 Costs have been tightly restrained-some pretax margins look like this. Industry results
Gent Accident 438 11 4 24 29 5.5 442- 435 may say belatedly-as a defense mechanism • Marsh & McLennan-30.5% in 1978, an
Gdn Royal Exch 487 12 5 2726 5.7 502- 482 for stemming the erosion of earnings The estimated 26 0% in 1983. The nation's property/casualty insurance
PhoenIX 316 15,0 ZOO 79 320-314 easing in inflation is well-timed for the cost- • Alexander & Alexander-28.8% in 1978; Industry as a whole lS having a better year
Royal 507 12.7 37 86 7.5 512- 503

Sun Alliance
containment initiatives an estimated 9.5% in 1983

1285 143 6857 53 1287-1263
than the major commercial underwriters, lat-

New business remains surprisingly prolific • Frank B. Hall-252% in 1978, an esti- est figures compiled by two industry groups
Brokers despite contracting dollar realizations im- mated 6 6% m 1983. show

CEHeath 310 78 2107 60 310- 297 posed by cumulative rate reductions. We • Corroon & Black-29 5% m 1978; an es- The industry reported a 69% increase in

Hogg Robinson 110 85 8.57 78 112- 103 sense, though, that the pace of incremental timated 13.5% in 1983 net aftertax operating earnings in the first
JH Minot 116 97 650 47 116- 112 new business is becoming a trifle more diffi- These comparisons lead us to a "what if" half of 1983, compared with a 14.4% earnings
Sedg Gm 216 111 1000.40 216- 209 cult to sustain. scenario. Assuming 15% annual growth in gain for 25 commercial lines insurers whose
Stenhouse Hid, 106 9.5 7 86 6.9 105- 104 revenues since 1978 and no drop in profit results are tracked by Business Insurance
Stew Wright,On 236 79 20 43 7 9 238- 235 Leonani M. Witson, a up of L.F. Rothschild, margins, what would the public brokers have The industry figures released by the Na-
Wilia Fiber 553 130 ZOO 39 555- 553 Unterberg, Towbin in New York, specializes earned in 1983? tional Assn of Independent Insurers and the
Source Phillp Olsen/Alan Clifton, Insurance Industry in insurance brokerage stocks. He ts a mem Again, with the exception of Marsh & Insurance Services Office lend additional

Specialists Kiteat & Aitken Stockbrokers.
London ber of the New York Society of Secunty Ana- MeLennan, earnings would have been dra- support to claims by analysts that personal

lysts. matically higher than our expectations in lines are yielding favorable underwriting re-
sults while commercial lines remain fiercely
competitive Specifically
• The industry showed a pretax under-

Bl Industry Stock Report
writing loss of $5.26 billion in the first half,
down 4.9% from the same six months of 1982.

That compares with an aggregate 74% in-
SEPT. 6,1983 8/31/83 THRu 9/6/83 SEPT. 6, 1983 8/31/83 THRU 9/6/83 crease in pretax underwriting losses by the

maJor commercial underwriters surveyed by
Insurance Cos Pnce % Chg P/E S [),v % Yld High Low Vol (000) Price % Chg P/E $ Div % Yld Hgh Low Vol (000) f3/.

----- -

Aetna Life & Cas Co NYSE 38.13 6.6 6.8 2.64 6.9 38.13 35.75 539.6 Travelers Corp NYSE 31.00 55 80 1.80 5.8 31.00 29.13 721.1 • Industrywide pretax investment income
American Bankers Ins Group OTC 1238 5.3 9.7 0.50 4.0 12.38 11.75 49.0 United Fire & Cas Co OTC 32.25 0.0 11 6 0.88 2 7 32 25 32 25 0.4 rose approximately 10% before realized cam-
American Gen Ins Co NYSE 20.75 2.5 71 080 3.9 20.75 20.00 383.2

American Indty Finl Corp oTC 18.00 0 0 12 4 1.12 6.2 18 00 18 00 0.5 Urnted States Fid & Gty Co NYSE 54.50 3.3 10.8 3.84 7.0 54.SO 52.63 53.7 tal gains and losses, compared with an aggre-
American Intl Group Inc OTC 68.75 3.8 11 5 0 44 0.6 68.75 66.25 245 7 United Svcs Life Ins Co OTC 22.13 2.3 64 100 45 22.13 21.75

Uslife Corp NYSE 23.50 0.5 6.5 0.88 3.7 23.63 22.75
10 2 gate 43% gain reported by major commercial

142 3

American Natl Ins Co OTC 18.25 -1.4 7.6 0.84 4.6 18.50 18.25 244-9 Washington Natl Corp NYSE 25.63 -3.3 11.3 1.08 4 2 26.13 25.38 84 5 underwriters

American Sts Life Ins Co OTC 38.25 2.0 10.5 0.88 2 3 38 25* 38.00 26 Zenith Natl Ins Corp OTC 15.50 1.6 11.1 0.53 3.4 15.50 15.25 75

Aneco Reins Ltd OTC 3.38 0.0112.5 0.00 00 3.38 3.38 42 • Written premiums rose 29% for the en-
Avemco Corp AMEX 23.25 4.5 13.1 0.58 2.5 23.25* 22.50 41 2 INSURANCE COMPANIES AVERAGE 98 3.9 tire industry, while commercial underwriters
Banks Iowa Inc OTC 47.00 0.0 172 1.52 3.2 47.00 47.00 1.0

Agents/Brokers reported only a 0.7% premium increase
Bitco Corp OTC 19.00 1.3 8.2 1 33 7 0 19.00 18.75 75 The ISO-NAI[ figures represent results of
Carolina Cas Ins Co OTC 9.25 0 0 0.0 0.32 3.5 9.25 9.25 36 Alexander & Alexander Svcs NYSE 21.50 00 00 100 4.7 21.50 21.25 193 4

Chubb Corp OTC 61.00 -1.0 7.6 3.12 5 1 61.38 61.00 78.5 Baldwin & Lyons Inc m 38 00 0.0 12.2 0.80 2.1 38.00 38.00 0.3 580 companies that account for 96% of U S
Combined Intl Corp NYSE 35.63 4.4 11 3 2 00 5.6 35.63 33.88 144 1 Corroon & Black Corp NYSE 23.00 7.6 11.9 1.80 7.8 23.00 22.50 58.9

Continental Corp NYSE 31.50 4 1 19.3 2.60 8 3 31.75 31.25 362 4 Crump E H Cos Inc OTC 10.13 0 0 14 9 0.40 4.0 10.13 10.00 2.2 property/casualty insurance business.
Emett & Chandler Cos Inc OTC 10.75 0.0 0.0 0.00 0.0 10.75 10.75 7.0

Crawford & Co OTC ·7.50 1.4 13.1 0.60 34 17 50 17.00 69

Crown Life Ins Co OTC 110.00 0.0 7.2 3.10 2 8 110.00 110.00 00
Hall Frank B & Co Inc NYSE 30.00 8 6 23.4 1.70 5.7 30.00 27.88 170.6

33.00
Employers Cas Co OTC 3300 0.8 6.7 1 20 3.6 33.00 32.25 3 0 Integrated Res Inc AMEX 33.00 6.5 12 3 0.00 0.0 31.00 238 8 USF&G
Equifax Inc NYSE 32.00 -0.4 13 5 1.40 4 4 32.38 31.50 23 1

Marsh & Melennan Cos Inc NYSE 41.00 1.5 11 9 2.20 5 4 41.00 40.25 222 0

Excels,or Ins Co OTC 1400 0.0 7.3 000 00 19 50* 14.00 1.1 Poe & Assoc Inc OTC 6.30 0.0 00 000 00 6.00 6.00 19 4 USF&G Corp. last week announced a
Reed Stenhouse Cos Ltd OTC 1313 0 0 21.9 0.60 4.6 13.13 13 00* 15

tender offer for 2 million of its common
Farmers Group Inc OTC 38.88 3.3 9 8 1.36 3.5 38.88 3813 64 4

AGENTS/BROKERS AVERAGE 19.7 3.8

Foremost Corp Amer OTC 49.00 2.1 151 1 24 2.5 49.00 47.SO 17.7 shares at $59 net per share in cash The com-
'M.t;Lt;IrMAssum Co OOR 2: M %0:} It:Z t.; 2 /K. 18: Conglomerates/Holding Cos pany also reserved the right, but will not be
Hanover Ins Co OTC 5700 5.1 71 088 1.5 57.00 54.75 14.9 obligated, to buy another 500,000 shares.

Amencan Express(Fireman's Fd) NYSE 40 00 -3 9 11 7 1 28 3 2 42 50 40.00 1,884 8

Hartford Steam Boiler Insptn OTC 53.00 1 0 8.3 3.00 5 7 53.00 52 50 5 8 Anderson Clayton(Ranger/PanAm) NYSE 26.25 0 5 15 0 1 32 5 0 26 50 26.25 18.1
The offer will expire on Sept. 29 unless it is

Jefferson Natl Life Ins Co OTC 45.SO 11 141 0.76 1.7 45.50 45.50 0.0 Armco Inc NYSE 19.88 3.9 0.0 0.40 2 0 19.88 19.25 390 0 extended.

Kemper Corp OTC 39.13 -1.9 7 3 1.80 4.6 39.88 39.00 105.5 Baldwin Utd Corp NYSE 7.00 0.0 3.3 0.00 0 0 7.00 6.63 357 0

Lincoln Natl Corp Ind NYSE 57.25 70 9.1 300 52 57 25* 55.00 61.0 CIGNA Corp NYSE 44.38 7 6 6.8 2 48 5.6 44.38 42.00 1,599 8

Mission Ins Group Inc NYSE 26.50 -8 2 9.9 1.00 3.8 28.75 26 50* 236.4
City Investing Co. (Home Ins.) NYSE 35 25 7.6 84 180 51 35.25 32.75 383.8 HealthAmerica

Natronwide Corp Ohio OTC 41.75 0.0 15.3 070 17 0 00 DID NOT TRADE CNA Finl Corp (CNA) NYSE 21.10 -1 2 7.2 0.00 0.0 21.25 21.00 11.5

Northwestern Natt Life Ins OTC 36.13 -1 0 23.9 1.50 4 2 36 50 36.13 9 3 Control Data (Comml. Credit) NYSE 57.53 4.3 14 1 0.60 1.0 57.63 55.75 380.4 HealthAmerica Corp., a health mainte-
Ohio Cas Corp OTC 45.25 1.7 8.3 2.52 5.6 45.25 44.75 84 5 General Re Corp NYSE 59.88 1 1 12.3 1.28 2 1 60.13 59.25 183 1

Old Rep Intl Corp OTC 29.00 0.0 67 090 3.1 29.00 29.00 88 0 Gulf Utd Corp NYSE 2738 48 8.3 1.32 4 8 27.38 26.25 232 4 nance organization management company
Orion Cap Corp NYSE 26.88 -1 8 13.4 0.66 2 5 27 SO 26.75 16 9

ITT (Hartford Group)
based in Nashville, Tenn., announced reve-

Preferred Risk Life Ins Co OTC 19.50 -2 5 7.8 0 67 3 4 20 00 19.50 3 7 Optimum Hldg Corp E 4&.5 M zt  .2 06. j 4:. 4 f::35 1.°9:. nues increased 397% in the first half to $442
Provident Life & Acc Ins Co OTC 63.50 7 6 8.1 2.60 4.1 63 50 60.50 26 0 Sears Roebuck & Co. (Allstate) NYSE 38.25 2.7 12.2 1.52 4.0 38 25 37 13 1,917.1
St Paul Cos Inc OTC 57.50 3.1 6 6 2.80 4.9 57.50 56.00 121.4 Teledyne Inc (Argonaut) NYSE 161.50 3.5 14 4 0.00 0.0 161.50 157.00 287.8

million from $8.9 million in the first six

SAFECO Corp OTC 50.88 2.0 10 4 2.40 4.7 50.88 49.88 149 4 Transamerica Corp months of 1982
Sri Corp OTC 18.25 -2 0 6.8 0 56 3.1 18.38 18.25 235 1 (Occidental & Fred S. James) NYSE 26.88 6 4 9.2 1.50 5 6 26.88 25.63 589 1 Net income for the first half stood at $22
Se,bels Bruce Group Inc OTC 25.75 -1.0 15.3 0 80 3.1 26.00 25.75 7.6

CONGLOMERATES/HOLDING COS AVERAGE 13 3 2.6

Statesman Group Inc OTC 9.63 2.7 6 7 0.15 1.6 9.63 9.38 44.4 million or 33 cents per share

Tokio Marine & Fire Ins Co OTC 94.25 -0.5 15 1 0.92 1.0 95.00 94.25 2.2 'Record high/low since Jan 1 1983 tem degn tllman Inf,irmation 0,Mem+ HeathAmerica also reported that member-
ship in the HMOs the company manages had
risen 98 4% to 377,000 as of June 30, compared
with 190,000 a year earlier. .



How The Hartford helps reduce insurance costs.

"Believe it or not,our Loss Control
helped save $324,976 for
one company in just four years!"

Bill Nebraska,Vice President, Loss
Control Department, explains how
business insurance fromThe Hartford

can lower your company's costs
through effective Loss Control.

Q. To what extent can effective Loss Control
lower my company% insurance costs?
A. If the need is great, the cost savings can be
substantial. For example, we recently returned
5324,976 in Workers' Compensation premiums to a
Virginia construction company as a result of
improved loss experience we helped them realize
over a four-year period.

Effective Loss Control can also reduce insurance

costs up front. For instance, a metalworking and
electronics firm in Chicago cut its fire insurance
premium in half by following our recommendation
to improve its existing sprinkler system.

By helping you eliminate, reduce, or control haz-
ardous exposures up front, we may even qualify
your company for reduced rates equivalent to those
available under "Highly Qualified Risk" and similar
categories. Thafs a sensible approach to cost con-
trol, since insurance that doesn't protect you prop-
erly is no bargain at any price.

Q. How can improved Loss Control raise my
company's productivity and profitability?
A. Loss Control equals operations control. In other
words, increased productivity often follows as a
natural result of improved Loss Control.

In one case, we analyzed awarehouse operation
in Kentucky aid made a number of recommenda-
ions to relieve congestion and improve work-flow
and mater als-handling procedures. Maragement
implemen-ed the recommendations, ard instituted
a Loss Cortro education program that we
Droposed.

Thanks w those measures, in two years the per-
sona[ injury incident rate c ropped more rhan seven
percentage points, resultirg in a 5100,000 reduc-

tion of premium-a full one-third cut. As a side
benefit, the Loss Control measures also resulted in a
28.5% increase in efficiency over the same two-
year period.

Q. Can controlling product liability losses also
boost productivity and profitability?
A. Definitely. If your product liability claims stem
from defective products, for example, our Loss Con-
trolpeople will analyze your company's quality
control procedures. Naturally, any improvements
that reduce tie number of defective products will
also tend to reduce the number of liability incidents
and claims. At the same time, those quality control
improvements mav also lead to a lower product
reject rate and fewer returns for replacement or
repair. The savings-in insurance, production and
labor costs-can be significant.

Q. What is che scope of The Hartford% Loss
Control capability?
A. It covers construction, fire protection, commer-
cial auto, industrial hygiene, medical professional
liability, man-facturing...you name it. We also have
full compute- capability to perform sophisticated
loss control enalyses. And we(reone of the few
companies equipped to handle security and crime
prevention.

We have the people, too-some 450 experienced
Loss Control consultants located throughout the
country, with an additional 75 or so in the home
office.

Q. How can I put Hartford Loss Control capa-
bility to work for my company's benefit?
A. Loss Control is an integral part of Hartford
business coverages, and is also available on an
unbundled basis through our subsidiary, Hartford
Specially. For information, contact a -*\
broker or independent agent who (
represents Th=. Hartford. \-ZE../

Don't make a decision on business insurance

without a quote from The Hartford.

BUSINESS
HOME

AUTO LIFE

Letus protect your world. THE HARTFORD
The Hartfird Insurance Group, Hartforc, Connecticit )6115.


