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Illinois court to review

work comp refund order
CHICAGO-The Illinois Supreme Court

will hear an appeal of a lower court decision
directing workers compensation insurers in
the state to refund $1.1 billion in premiums
to employers (BI, June 29).

But, the appeal to the state's highest court
is not expected to be heard until after the
first of the year at the very earliest, said

Continued on nezt page
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Cashing in on wellness
Companies discovering that fitness
can trim soaring health care costs

By MARGARET LeROUX

Wellness programs can mean healthier
corporate budgets as well as healthier em-
ployees.

At least- that is what the first studies on

the 2051 effectiveness of wellness pro-
grams show: Health promotion and dis-
ease prevention can save millions of dol-
lars:n health care costs.

At New York Telephone Co., nine of its
wellness programs saved the company
$2.- million last year in absence and
treattment costs, "and that's an extremely
conservative figure," said Dr. Loring W.
Wood, the company's medical director for
research and development.

" 4 liberal projection of the annual sav-
ings of our Health Care Management sys-
tem woulc be as much as $55 million," he
saic-

The conservative estimates by New
York T6.lephone do not include money
saved by increased well-being, improved
work attiude and better family relations
lead ng to increased productivity among
workers, savings in employee replace-
ment cos-s or dollar figures for lives
savkj.

At Canada Life Assurance Co. in To-

ronto, a s:udy showed a fitness program
sav31 the company $36,975 in health care
coss the :irst year. The program was so
poEular with employees that turnover
cos-s also 24 ert reduced at an annual rate

of $231,000.

The tw:) studies are the first to give
dol.ar-and-cents validity to the overall
heal:h ter.efits of wellness programs.

The Health Care Management syszern

has been available to New York Tele

phone Co.'s 80,000 employees for eight
years. The cost of the nine health care and
disease prevention programs located through
out the state was $2 84 million in 1980, while
the savings in employee absence and treat
ment costs was $5.54 million, a net gain of
$2.7 million. the company says

The biggest savings were realized in
the smoking cessation program where
the company uses community pro
grams. It pays the cost of organiz
ing and publicizing them Em
ployees who stopped smoking
saved the company $645,000 in
the coss of treating coronary dis
ease and the work absences lt

causes and $1.4 million in lung dis
ease treatment and lost work time

(see chart on

page 36). ....-

A hyper-
tension

program saved
$663,000 and
in-house use of

the YMCA

healthy back
program saved
$302,000 in
treatment and

employee absence
Costs.

Nutrition

sessions that teach

cholesterol

reduction saved the

company $240,000 in
time off work and

Continued on page 36
Photo: R. Bruce Dold

Wellness movement

continues to grow
Despite a tighter economy, interest in wellness pro-
grams is continuing to grow among corporations.

Some are starting extensive inhouse programs
complete with sophisticated equipment and full-time
fitness directors to monitor activities, while others

are following a more moderate approach: Participat-
ing in community health awareness programs to stop
smoking or lose weight or sponsoring disease
screening programs.

Still others send their executives to specialized
clinics to test their fitness...and as B/ Associate Edi-

tor Eileen Norris (at left) shows groan a little.

For Ms. Norris' personal report on fitness testing
and a look at what companies are doing to promote
wellness among employees see pages 38-43.

When Bacchus frowns,

I l-'- 1-L -' -. I wine country is protected
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Buyers, insurers
debate effect

of Risk Retention
By STEPHEN TARNOFF

Manufacturers and their product liability un-
derwriters applaud the approval of the Risk Retention
Act by Congress, but they are split on the ultimate ef-
feet of the long-expected federal legislation.

Manufacturers believe the bill, which allows them to

self-fund their product liability risks in groups exempt
from most state regulation or purchase insurance as a
group, would provide more competition, more accurate
ratemaking and possibly reduce some manufacturers'
insurance rates.

On the other hand, insurers say few risk retention
groups will be established and the impact on insurance
rates will be insignificant.

Both groups agree, however, that the new law is not
the solution to product liability problems that will re-
quire reform of tort laws.

The legislation, which was passed by the House of
Representatives in July, received Senate approval Sept.
11. It is expected to be signed by President Reagan this
month.

"It's the first step for product sellers and insurers to
work together to solve the product liability problem,"
said Victor Schwartz, a Washington attorney who for-
merly headed the Commerce Department's Task Force

on Product Liability and Accident Compensation,
which developed the legislation.

"The passage of Risk Retention means the insurance
ratemaking aspect of the product liability problem will
be resolved," he said. "It resolves that part of the prod-
uct liability problem now and forever."

The new law will allow businesses to set up groups to
self-insure their product liability risks without meeting

Continued on page 50

Court will consider

malpractice awards
By RHONDA L. RUNDLE

SAN FRANCISCO-The California Supreme Court
will review a recent appellate decision that upholds the
constitutionality of major portions of the state's Medical
Injury Compensation Reform Act.

The law was enacted in 1975 during a special legisla-
tive session called

to grapple with sky-
rocketing medical
malpractice insur- In New York, a consultant's

ance premiums that report to the Insurance

threatened a break- Department recommends
down in the health malpractice insurance rates

care delivery sys- be increased 107% this year.
tern. Story on page 2.

Assembly Bill 1,
now called MICRA,
sets limits of $250,000 on pain and suffering damages
arising out of medical malpractice lawsuits. The act
permits evidence at trial showing collateral sources of
plaintiff compensation and empowers the court to
structure future damages over time instead of awarding

Continued on page 48

Maine asbestos trials

could set precedents
Page 3
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-update:
Court to rule on premium refund
Continued from previous page
Robert Coleman, an attorney representing Illinois' employers.

In the meantime, workers compensation insurance companies
operating in the state will be allowed to continue using the disputed
increased rates if they meet certain conditions.

Some 80% of the state's 250 insurance companies have agreed to
attach an endorsement to policies agreeing to refund any excess
premiums, plus 9% interest, should the high court agree with the
lower court's reversal of the 23.8% increase that was approved by
the insurance director in 1979.

They also had to file an "undertaking" with the insurance direc-
tor to establish a separate fund that would be used to return the
excess premium of any insurance company that becomes insolvent.

About 20% of the insurers elected to use lower rates rather than

comply with the conditions for using the higher rate.
About 170,000 employers stand to benefit from the refund ordered

in a June 23 ruling by Circuit Court Judge James C. Murray.
The National Council on Compensation Insurance, which files

rate hike requests on behalf of workers compensation insurers in 32
states, appealed the ruling, saying its intent was unclear.

Florida comp rates cut 15.6 %
TALLAHASSEE, Fla.-A 15.6% workers compensation rate re-

duction for Florida employers is now official.
Florida Insurance Commissioner Bill Gunter recently approved a

rate request refiled by the National Council on Compensation Insur-
ance. Mr. Gunter ordered the refiling July 28 after rejecting the
rating bureau's proposed 2.8% rate cut. He gave the NCCI 30 days to
comply or to withdraw its rate decrease request altogether.

The 30-day deadline was met, a state spokesman said.
Retroactive to July 1, the rate cut will reduce rates an average of

15.6%, with receiving less and some more. For example, contractors
will get a 6.9% rate cut and manufacturers, 22.7%.

The refiling did not expand the state's workers compensation pre-
mium discount program as earlier proposed. Under the proposal,
employers who pay at least $1,000 in premiums a year would have
received discounts. The cutoff point will remain at $5,000.

Cash-flow plan data sought
SAN FRANCISCO-Insurance Commissioner Robert C. Quinn is

ordering all workers compensation insurers in California to submit
information on cash-flow plans written during 1980 and 1981.

The order specifically asks for the number of policies written,
terms and conditions, premium collected and interest charged on
promissory notes.

The data must be submitted before Sept. 25 and will be used to
evaluate rule changes on cash-flow plans recently proposed by the
Workers Compensation Inspection Rating Bureau (BI, July 20).

Delay sought in captive case
LOS ANGELES-The U.S. solicitor general has asked the Su-

preme Court for a delay until Oct. 9 to file the government's re-
sponse to Carnation's request for a review of an appeals court deci-
sion in its captive insurance company tax case (BI, March 16).

The response had been due Sept. 11. The delay was requested to
edit and print the response, the government said.

Carnation has asked the court to review the decision of the 9th

Circuit Court of Appeals that upheld a Tax Court decision in favor
of the Internal Revenue Service's position on the tax implications of
Carnation's use of a captive insurer. The Tax Court ruled that Car-
nation's dealings with its captive did not constitute insurance for tax
purposes, denying Carnation any tax advantages to using its Ber-
muda-based captive for insuring its domestic property risks.

Rockwell fined for deaths

CAPE CANAVERAL, Fla.-The Occupational Safety and Health
Administration has fined Rockwell International Corp. $420 for
safety violations that led to the death of two space shuttle workers.

Two Rockwell technicians were asphyxiated last spring when
they entered a nitrogen-filled compartment of the space shuttle Co-
lumbia during a practice countdown.

The settlement pinned the blame for the deaths on Rockwell and
the National Aeronautics and Space Administration for not pre-
venting employees from entering the unsafe compartment. Rock-
well would not comment on the violations that led to the deaths.
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Survivors of collapse
asking for $72 million

By JOHN W. MILLIGAN

NEW YORK-Two survivors of

the fatal collapse of two buildings
on Manhattan's west side are suing
six companies and the Port Au-
thority for $72 million, claiming
their negligence led to the accident.

Two old buildings, located at 569
and 571 Ninth Ave. in an area once

known as Hell's Kitchen, collapsed
Aug. 31 in a crushing heap that
killed one man and hospitalized
several others. The structures were

reported to be about 140 years old.
Rosie Luciano, 24, and Jose Ce-

peda, 30, both tenants at 569 Ninth
Ave., escaped from the falling
building and have filed suit in the
Supreme Court of New York
County.

Dead is 59-year-old Ahmed Tha-
bet Nasser, whose body was found
under rubble and debris outside of

569 Ninth Ave. Mr. Nasser ap-
parently was killed when he
rushed out of a delicatessen

operated by his son on the ground
floor of that building.

Harry Lipsig, a New York attor-
ney representing both plaintiffs,
said he also will file a complaint on
behalf of Morril A. Haber and his

wife, Pitima, who were residents of
567 Ninth Ave., which is in the
building at 569 Ninth Ave.

Mr. Haber, who Mr. Lipsig said
fell two floors when the building
collapsed, sustained brain injuries
and will seek damages "in propor-

Continued on page 45
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Officials sift through the rubble of two Manhattan buildings that
collapsed, killing one man.

Wording of comp ballot criticized
By EILEEN NORRIS

COLUMBUS, Ohio-Supporters of an amendment to
allow private insurers to write workers compensation
coverage have filed suit in the state Supreme Court,
charging the wording on the November ballot is biased.

The Ohio Committee for Free Enterprise Competi-
tion, the chief backer of competition for workers com-
pensation insurance in Ohio, filed directly with the
high court because the issue is to be decided by voters
Nov. 3.

Ohio is the only industrial state where the mandated
workers compensation coverage is exclusively under-
written by a state fund. Opponents of the proposed
change to open competition, chiefly the AFL-CIO and

the Ohio Manufacturers' Assn., fear competition will
force rates to go up and that the claims process might be
more strictly monitored.

The language on the ballot was worded by the state's
Ballot Board, which consists of five "politicians,"
charged Fred Roberts, campaign manager of the Ohio
Committee for Free Enterprise.

It reads, in part: "Presently, protection is afforded
injured workers through the Bureau of Workers Com-
pensation and the Industrial Commission, at no cost to
the Ohio taxpayers."

The committee disagrees and says the state's many
school districts and other government units are forced
to pay millions of dollars each year for workers com-

Continued on page 47

N.Y. malpractice rates
may be hiked 107%

By JAMES LAWSON

NEW YORK-Physicians in
New York state, already paying
high malpractice insurance premi-
ums, may be in for another large
rate increase this year.

The New York Insurance De-

partment, the state's two largest
underwriters of medical malprac-
tice insurance and a cadre of upset
physicians are preparing to debate
a proposed 107% rate increase. Pub-
lic hearings are scheduled for Sept.
24 and 25 in New York City. An-
other round of hearings on the con-
troversial proposal is scheduled for
Oct. 1 in Albany.

Higher rates are needed, insur-

errors &
omissions

•Lloyd's of London has paid
$235 million on computer leasing
claims incurred in the mid-1970s,
not 235 million pounds as reported
in the Sept. 7 issue.

ance industry officials say, because
the cost of medical care has been

driven up by inflation, the fre-
quency and size of claims have in-
creased drastically and the cost of
defending against the claims has
risen.

The proposal, recommended to
the state Insurance Department by
Presley & Associates, an indepen-
dent actuary consultant, exceeds a
52% rate increase sought by the
Medical Liability Mutual Insurance
Co., the state's largest malpractice
insurance underwriter.

Medical Liability Mutual is a
physician-owned company repre-
senting about 18,000 doctors in the
state. It originally had requested a
71% rate increase.

However, the consultant's rec-
ommendation is much less than the

357.8% increase requested by the
Medical Malpractice Insurance
Assn., which insures about 3,500
practicing physicians in the state.

If the consultant's proposed in-
crease is approved, it will be the
second rate increase in a little more

than a year for Medical Liability
Continued on page 48

Ship fire
liability

not known
GARDENIA, Calif.-The

origin of a Sept. 12 fire aboard
a freighter loaded with 5,138
Honda automobiles will deter-

mine what insurer pays for the
estimated $25 million loss.

Honda Motor Co., the manu-
facturer of the popular Japa-
nese cars, has insurance to
cover the loss of the cars

aboard the freighter Blue
Hawk, but it doesn't know if
it's liable for the damages.

If the fire started in the hull

of the ship, the owner of the
vessel would be liable for the

cargo loss, a Honda spokesman
said.

But, if investigators from
the Coast Guard and insurance

companies find the cargo was
responsible for touching off
the blaze, one of Honda's two
marine cargo insurers-Taisho
Marine & Fire Insurance Co.
Ltd. and The Yashuda Fire
and Marine Insurance Co.

Continued on page 50
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Executives receive
If Bacchus frowns. .catastrophe cover .

as added benefit California vineyards use loss control,
risk financing to protect their wine

By STEPHEN TARNOFF
By KATHRYN J. McINTYRE anyone with a large crushing exposure

CHICAGO--Corporate executives, growing targets has coverage for the crushing equip-
for lawsuits and higher jury awards, in many com- NAPA, Calif -It's the most risky ment and extra expense coverage," says
panies are getting add,tional group catastrophe insur- time of year for the California wine Jim Capponi, a partner with Mayfield- : **

ance from tneir employers as an employee benefit business crushing season Malloy & Vasconi Insurance Agents &

If they fall into the right position and income level, Anything that goes wrong now-a Brokers in St Helena Calif The office
these select employees can get as much as Sl million to busted crusher or a broken tank-could brokers insurance for about 40 area

$5 milhon of catastrophe coverage iver their auto, cost a winery its 1981 vintage wineries, about half of the Napa Valley

home and  arious other personal liability policies at no A winery has only about eight hours market that encompasses 110 to 115
extra cost tc them between harvest and crushing before wineries of varying sizes

For the cimpanies purchasing this rersoial catastro- the grapes start to dry out and deterio- The extra expense insurance would
phe liability insurance .n the form of a blanket group rate If crushing is delayed much be- cover the cost of renting crushing time
umbrella, there can be lower premium costs and a sig- yond eight hours, the winery might as from another winery and paying em-
nificantly reduced admmistrative burden well spread the old grapes for fertilizer ployees overtime to custom crush the

"It's one more form :hek (participarts) don't have to for the 1982 grapes grapes It also would cover the cost of
fill out," sa.d David Bauer, administrator lor the Glen And sources in the Napa Valley, Cali- trucking the grapes to the borrowed
Ellyn Clinic Service Corp. a Ch,cago-area group of fornia's most prestigious wine region, crusher and bringing the crushed grapes
physicians that recently purchased such a plan from the predict the 1981 harvest generally will home to age posure to loss during the aging process

Kemper Group be smaller in quantity than in 1980, but Many of the larger wineries have two leaking
The employee gets an adequate amount of insurance the grapes promise a wine of finer qual- crushers, one for white grapes and one 44Leakage lS a winery's biggest expo-

in the face of substantialli higher Jury awards that ity than last year's vintage for red If one crusher broke, the other sure," Mr Capponi says
often reach beyond the amoint of liability coverage an Wine makers guard against a disaster could be used for both red and white Indeed, every winery has it tale of
individual in,ght carry during crushing season with a combine- Adding to the risk during crushing losing wine

Personal catastrophe hability in- tion of loss-prevention and loss-financ- season is the value of refrigerant used in At Louis M Martini in the Napa Val-
surar.ce cn an individual basis has ing techniques the crushing equipment At $8,000 a ton, ley, Carolyn Martini recalls a $15,000
beer around for a long time, but Most wineries keep a good supply of 10 tons of refrigerant is a large invest- loss of the winery's special desert wine,

r »€52A'IA-;LU

<7:5 1 unt.1 recently companies could pur- spare parts to fix a crusher crippled by a ment that also is covered under the Moscato Amabile, about seven years
chase it only on a per-employee broken part And the equipment is well boiler and machinery policy, Mr Cap- ago

1 (K 'I,W1 basis, according to Michael J McGee, insured under boiler and machinery in- porn notes The bubbly and sweet wine, devel-

E manager of the Kemper Group's surance With extra expense insurance If a winery lost needed storage space oped by accident by her grandfather,
/x -=A mass merchandisins department included, the winery is covered for the because a tank broke, it could find coo- fern*nts in a cold room When the tank
 Previously, pol cles were pro- cost of using another crusher if the win- perage somewhere else, he said sprang a leak, the drippings froze on the

FIM cessed and priced individually, based ery's crusher can't be fixed in time After the risky crushing season, the floor unnoticed until at last someone
on t,e number of cars. boats, and "Crushing's the biggest problem, so aging wine is esposed to a continual ex- realized the ice was growing too quickly

homes an employee possessed Separate ratings and un- By that time, two-thirds of the 10,000

derwriting often meant headaches for the employee, gallons had been lost and a $15,000 claim

employer, briker and insurer filed Martini had a $1,000 deductible on

Now coverage for all employees within the group can its insurance policy

be included on one policy at one price with the insurer . .. Leakage losses usually are covered

using past experience to come up w le. an average pre-
-

under an endorsement to the package

mium For companies with a large number of execu- multiple peril policies assembled for the

tives, it can lead to a tremendous dEcrease in paper- wineries, such as the package policy

work and s gnificant reduction in cost, Mr MeGee said purchased by Martini from The Hart-
Premiurrs charged by Kemper avErage $75 to $150 Please ford through Mr Cappont

per person per year c epending on -ne coverage, the KEEP OUT OF Mayfield-Malloy & Vasconi Just won

limit of hatility, occupa:ion, salary range aid location the entire Martini account, with its

On $1 mill on coverage the premium range might be VINEYARD . 800,000 gallon annual production It had
$75 to $95, ,vith the p.emum going Lp as :he coverage placed Martini's liability insurance and

«

increases, he said picked up the property risks this year

Detroit Edison pirchased the insu-ance from from Johnson & Higgins and The St

Kemper for 47 people on ts "management council," Paul Cos

4 ·'Ck# A »those the company felt are more susceptible to suits and "Vasconi came in at half the rate," Ms

higher Judgnents, according to Jim Cooper, the com- .

t
Martini recalled, explaining the change

pany's insur: nce director in broker and insurer The savings

The utility purchased $5 .million of coverage for each -VK helped, even though two-thirds of the
of the executives above their indi icual coverage at a winery's $90,000 insurance bill is for
premium of less than $150 per person per year The Photo Kathryn J Mcintyre workers compensation and medical in-

premium, Mr Cooper saic, is generally lower than Keeping visitors out of vineyards reduces the wineries' exposures. Continued on page 20

Continued on page 49

Precedents may be set
Battle over McDonald's

could mean rate hikes
in Maine asbestos trials By LEN STRAZEWSKI

and KATHRYN J. McINTYRE

By RHONDA L. RUNDLE
CHICAGO-The sizzle of competition may be taking the meat out of the

PORTLAND, Maine-The next big battle for asbestos makers McDonald's Corp 's franchise insurance program
will be waged in US District Court in Portland neAt month Further splintering of the hotly competitive multi-penl insurance pro-
when four of more than 140 pending suits brought by local ship- gram could mean higher premiums for restaurants in urban high-risk

 .*9 I yard workers go to trial areas as the premium volume and loss history base gets chopped to bits,
3*

Barred from suing their employers under state and federal competing brokers say
law, asbestos victims and their families are seeking millions of Franchise operators with good loss experience, however, could win even

.'.. --"..1/// - dollars in damages from 22 defendants who made or distributed smaller premiums, the brokers contend, though no one agrees on who has

1. El 0 1 ZY asbestos to two nearby shipyards the best data and technique for re-rating the franchises
- -6 .,IL„,--1 i 1./ 2 .,m A private shipyard m Portland called Bath Iron Works and McI)onald's risk manager Jerry Lane would not return calls to confirm

I the Portsmouth Naval Shipyard in Kittery employed the injured that usually desirable insurance industry competition could hurt the stabil-
workers and have been sued by the other defendants There are ity of his program He also ordered McDonald's broker and insurer not to

. c , fewer suits against Bath Iron Works but they will be tried first discuss program, but questions about rating drew immediate response from
The asbestos cases form the largest mass of lawsuits ever filed everyone

/ k,Ld.1 - .,--,-„,-,-- in Maine and fill two tall filing cabinets at the federal court- "The McDonald's franchises are used to buying their insurance in vol-
house in Portland But most of the thousands of pages of pretrial ume," explained John Pacholick, senior vp of Marsh & MeLennan and

-ZI!,LK<.l- testimony and other documents are in the "asbestos library" account executive for McDonald's "In the long run, dilution of the pro-
housed m the offices of a local law firm representing defendant gram could cause rates to go up "
Armstrong-Cork Co Marsh & MeLennan, which bumped out Frank B Hall as McDonald's

Primary defendants in tne suits include Johns-Manville Sales broker of record last year, recently moved the corporation-endorsed plan
Corp, Unarco Industries Inc, Raybestos-Manhattan Inc, Pitts- from American International Group to Insurance Co of North America for

burgh-Corning Corp and Owens-Corning Fiberglas Corp, at- an estimated $4 million savings, according to industry sources
torneys in the litigation agree Although INA denied underbidding its competitor by that much, the

Asbestos makers who are defending thousands of shipyard insurer switch rekindled one of the insurance industry's hottest competi-

fJ 24 lillit-I worker suits around the country believe the federal go ernment tive battles involing several angry broker and insurer contenders (BI,
Photo Ma ne Sunday Telegram should share liability for damages Asbestos products blamed for Sept 14)

A federal court clerk examines the workers' injuries were used as insulation material aboard ships Frank B Hall had refused to back down from the business last year

files full of asbestos documents.
Continued on page 47 when it ceased being broker of record for the corporation and quickly

Continued on page 46
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Continental employees still trying to fly ESOP
Despite numerous setbacks, ef-

forts of the Continental Airlines'

Employee Assn. to take control of
the company-and block an outside
takeover attempt in the process-
have not died.

Continental employees have at-
tempted to set up an Employee
Stock Ownership Plan to g_ve
themselves 51% control of the ccm-

pany's stock in an effort to thwart
the acquisition of Continental by
Texas Air Corp. (BI, ALg. IT,.

The association is sweating oit a
decision from President Reagan on

benefit beat

whether Texas Air, the parent of
Texas International Airlines, may
conclude the acquisidon. Texas Air
was given the go-ahaad last month
by the Civil Aeronaitics Board.

Mr. Reagan must confirm tte
CAB's ruling since international
routes are involved. The deadline

for a rul: ng is Oct. 18.
A Continental spckesman said

the president has four options:

• Approve the acquisition by
Texas Air.

• Take no action, in which case
the acquisition takes effect.
• Remand the issue to the CAB

for firther study.
• Deny the acquisition.
Another factor involved in the

president's decision, according to
empliyee association bcard mem-
ber Bill Miles, is the Wh.te House's

apparent displeasure that the CAB
allowed Texas Air to purchase an
additional 465,000 shares of Conti-
nental stock before Mr. Reagan
could make his decision.

That stock purchase gave Texas
Air just more than 50% of Conti-
nental's sto ik.

"I don't think that made too

many friends in Washington," Mr.
Miles said.

While he does not expect the
'president to deny Texas Air's bid,
Mr. Miles says the president could
send the issue back to the CAB for

66Dear IRI:
.

I am very interested in
getting standard property

611tinsurance overseas,
have concerns about

service and coverage ...
IRI can help. With a staff of multilingual nationals who know
local laws, currency, language, customs, policies, business
practices and engineering regulations. These on-the-spot
field engineers provide service from locations that are based
as geographically close as possible to insured properties.

IRI can also help by putting together one Master Policy
that coordinates local (or admitted) coverages with standard
American contraots. This single policy
simplifies paperwork, plugs gaps in
coverage and qualifies premiums as 1Tndustrial
a tax-deductible business expense
in many countries. For free informa- ms*lion on hcw IRI makes foreign insur-
ance more familiar, send in the coupon 1rsurers
below.

I d like to kncw more about IRI and foreign property insurance.

Please send me your new brochure, "Property Insurance for Multinational Companies."

Name

Title

Corrpany

Street

City State - Zip

Mail to: Communications Department,

Industrial Risk Insurers, 85 Woodland Street, 
Hartford, CT 06102.

81 921

IRI. We can help.

further consideration. This would

require further hearings and an-
other 60-day comment period, giv-
ing the employee association more
time, he said.

Buying more time is critical since
the association is putting together a
new financial deal to purchase the
necessary stock.

An earlier deal, in which a con-
sortium of nine banks had pledged
up to $185 million for the associa-
tion to purchase 15.4 million shares
of Continental stock, fell through
after a four-month delay.

New financing is the association's
"primary objective," Mr. Miles said,
adding that it is very optimistic that
a new deal can be arranged.

It also is awaiting the decision of
a federal judge in California on its
appeal of a ruling by state Commis-
sioner of Corporations Geraldine
Green that Continental could not
issue new stock in that state with-
out a shareholder vote.

The new issue-15.4 million

shares-was to have been pur-
chased by the association.

Profit-sharing plan
The Chrysler Loan Guarantee

Board has approved a revised
profit-sharing plan for Chrysler
employees.

The only major change in the
plan is a reduction in length of the
plan from four to two years, a
Treasury Department spokesman
said.

The plan affects an estimated
68,000 union employees and will
give them either shares of Chrysler
common stock or credit toward the
purchase of a new car based on
1982 and 1983 profits (BI, July 13).

The employees will share 15% of
any Chrysler profits in excess of
10% of the company's net worth.

Employees also will receive a $50
bonus Oct. 16 as part of the plan.

The plan had been scheduled to
run until September 1985, but the
loan board moved the termination

date forward to September 1983 be-
cause it was uncomfortable with

projections of the plan's impact that
far in advance.

Chrysler also has received clear-
ance from the Internal Revenue

Service to defer a $187 million pen-
sion plan payment due last week, a
company spokesman said.

The United Auto Workers Union

said it would agree with the pay-
ment deferral on the condition that

Chrysler's profit-sharing plan re-
ceived federal approval.

Legal benefit
Medical Park Nursing Center in

Mount Olive, N.C., has become the
first nursing facility in the United
States to offer its employees pre-
paid legal services as a benefit.

The center's 96 employees will
receive this coverage, at no cost to
them, through a program provided
by North Carolina Prepaid Legal
Services, a non-profit organization.

The plan offers coverage to em-
ployees and their families for ad-
vice, letter writing, document prep-
aration in the office, negotiations
and in-court representation for
both civil and criminal matters.

Employees may select their own
attorney anywhere in the United
States or Canada.

The Medical Park plan offers
$2,800 per year in coverage to the
employees and costs the center
$4.60 a month per family.

The NCPLS plan offers coverage
up to $3,200 a year at a cost to the
employer of $8.60 a month per fam-
ily

.

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



Cracking the problem
of lost workdays.
Lost workdays due to on-the-job injuries are costly. ployed at lighter duty."
To workers. To employers. To America's productivity. Bette De Luca, Plant Nurse, says, "We do this

At Wausau, we know that prevention of acci- as much to prevent more serious injury as to cut
dents in the first place is the best answer for all down on lost time."
concerned. Particularly the employee who doesn't Diamond's experience taught them a successful <get hurt. But what can be done to reduce lost work- return-to-work program needs five essential
days due to injuries that inevitably do occur? elements: management support, supervisory accept-

Here's how our policyholder, Diamond Walnut ance, plant nurse coordination, doctor cooperation
Growers, Inc., of Stockton, California, cracked the and employee acceptance.
problem. The productivity result? In 1979, lost work-

"In 1974," says Gordon Dovell, Diamond's Loss days were held to just 47!
Control Administrator, Diamond started this

"we had a record 623 lost         program on their own.
workdays due to acci-

WAUSAU We now help with safety
dents. Then we began a INSURANCE expertise, nursing coun-
Modified Work Program sel and prompt claims
to keep workers with COMPANIES handling. And sharing
temporary, partial dis- this success story is an-® Wausau. Wisconsin 54401

 abilities gainfully em- other way Wausau works. ,
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ANDREWS LITIGATION *ZEPORTERS;

Asbestos DES Hazardous Waste

If your company has potential or realliabilitystemming from litigation related
to any of these issues, the twice-monthly Litigation Reporters published by
Andrews Publications, Inc. should be must-reading for you and your associates.

ANDREWS; PUBLICATIONS, ING.
RO. Box 200, Edgemont, PA 19028 (215) 353-2565

L I

These are individual, national journals of record on asbestos, DES and
hazardous waste litigation. They provide texts of complaints, answers, orders,
depositions and significant pleadings along with experienced, unbiased editorial
coverage of hearings, bench rulings and settlements. Federal judges, plaintiffand
defense attorneys, insurers and defendants rely on them for timely and compre-
hensive coverage. Call or write for descriptive sample of your subject of interest.

The London way
on Wilshire. { il

ICs working.
When your problem requires the
"London Way." talk to Associated.
Our British ownership is reflected in
the way we go about meeting your
clients' needs. It's a special approach.
Innovative, creative underwriting.

........

r

PBGC says it's satisfied
with AlloyTek settlement

WASHINGTON-The Pension

Benefit Guaranty Corp. agreed to
take over AlloyTek Inc.'s troubled
defined benefit pension plan and
some $4.5 million in unfunded lia-
bilities because the Michigan
aerospace firm pledged not to start
a new defined contribution plan, an
agency spokesman said (BI, Sept.
14).

"The settlement meets our con-

cerns in this particular instance
about employers terminating a plan
and at the same time starting up a
new replacement plan," the spokes-
man said.

The settlement also saved the

agency the costs of protracted liti-
gation, the spokesman added.

AlloyTek's chairman, Hilary
Miller, said the tentative settlement

Lightning fast response. Above all,
never a compromise on the quality
of our service to you. It just wouldn't
be cricket. The "London Way" on
Wilshire Put it to work for you.
Call Associated.

Associated International Insurance Company
New Address: 3450 Wilshire Blvd„ #201. Los Angeles. CA 90010. (213) 739-8840
Member Stewart Wrightson Insurance Group, London
Excess · Special Risk · Surplus Lines · Liability and Property
Business accepted through specifically qualifted surplus line brokers and reinsurance intermediaries.

washington
of his company's suit against the
PBGC was an economic victory for
the firm.

He said the settlement did not

financially hurt the Michigan aero-
space firm or its employees nor was
it a deterrent to other employers
who might seek a similar method
of shifting pension liabilities to the
PBGC.

"Settlement is always better than
litigation," he said when asked why
the company settled. "We're ex-
tremely pleased. We hope the
union goes along with it."

Mr. Miller speculated that pend-
ing legislation that would close a
loophole permitting companies to
shift pension liabilities to the
PBGC with a relatively minor pen-
alty was the reason the PBGC set-
tled.

Approval by the approximately
430 members of the International

Union of United Automobile

Aerospace & Agricultural Imple-
ment Workers is required for the
agreement to become final.

Under the agreement, the PBGC
will take over the company's de-
fined benefit plan and its unfunded
liabilities if certain concessions in-

volving future benefits to employ-
ees are approved by the union.

AlloyTek will have to eliminate
a defined contribution plan it re-
cently established and must distrib-
ute to employees an amount equal
to 107% of the money set aside for
that plan.

Employees next year could pre-
sumably start Individual Retire-
ment Accounts with the money.

Although employees were not
hurt economically by the agree-
ment, Mr. Miller said that by not
allowing the company to set up a
defined contribution plan, the em-
ployees are deprived of the oppor-
tunity of having it professionally
administered.

"We have agreed in principle
with the approach worked out be-
tween AlloyTek and the PBGC,"
Karl Mantyla, a union spokesman
said. "But we still have to negotiate
details as to how it will be worked
out."

The company and the union
have 60 days from Sept. 3 to com-
ply with the conditions contained
in the agreement. Five days after
receiving notice that the union has
agreed, the PBGC would become
trustee of the plan.

Arbitration rules
The International Foundation of

Employee Benefit Plans and the
American Arbitration Assn. have

agreed on a set of rules to be used
in arbitration clauses of multiem-

ployer pension plan contracts.
Under the plan, when a dispute

arises the parties will choose an ar-
bitrator from a panel maintained
by the AAA. If the parties cannot
agree on an arbitrator, the AAA
will appoint one. The arbitrator's
decision will be binding upon the
parties, and he will decide which
side should pay for the costs of the
arbitration proceeding.

Hearings will not necessarily be
open to the public, but "any person
having a direct interest in the arbi-
tration shall be entitiled to attend

hearings," according to the rules.
The arbitrator will be able to

subpoena documents and witnesses
from the parties. Witnesses may be
required to testify under oath, and
they may be excluded from the
hearing room during the testimony
of other witnesses.

Finally, any party or individual
may choose to be represented by
counsel. .



Brokers who speed-read
urged to take advantage
of exciting opportunity
to write new business.

We have to do this quick.
Here's an opportunity to write an experience-rated

multi-peril program for McDonald's fast-food
franchises.

One hitch. There's an Oct. 1 renewal deadline.
But don't panic. At AIG, we can give you a quote on

any McDonald's franchise within 24 hours. Give you a
policy within a week.

How? Easy. We've been writi ng McDonald's
franchises for over five years.

Effective immediately, we're making this program
available to all producers, on a first-come/first-served
basis.

Call us.-(See below.)
No time to say more. You've got to get going.
In fact, cancel lunch. You can eat when you get

th ere.

For a 24-hour quote on any McDonald's franchise,
or ist more information, call Susan Shindell,
(212) 770-6388, before Sept. 30.

The AIG Companies
When we say we're responsive,
we mean it.

(This program underwritten by National Union Fire, Insurance Co. of Pittsburgh, Pa. and managed by AIG-Risk Management, Inc.)
American:International Group, 70 Pine St., New York, N.Y. 10270
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5, ABC
AND NBC.

The biggest network TV advertising
campaign in IIAA history continues
YEAR TWO starting August 17
through October 31! And it will include
many of America's most-watched
shows. News shows. Sports shows.
Comedy shows. Movies. Plus many
other prime-time favorites. You name it
and we're probably on it! On all 3 net-
works! Before we're through, millions
and millions of your best potential
clients will see the advantages of deal-
ing with a Big 6 <I" Independent
Insurance Agent.

YOUR 1 ndependent
Insurance 1 KGENT

SERVES YOU FIRST

The more=than-one-company
insurance agent

Independent Insurance Agents of America, Inc.
85 John Street, New York, N.Y. 10038

Over 126,000 member agents representing 34,000 agencies. More than
250,000 dedicated employees serving America's insurance needs.
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editorial opinions letters
Business Insurance welcomes letters from its readers Please keep your com-

mentsas bnefaspossible Wereservetheright toed,t Zetters for clantvor space

Look for the best
Please send your comments to Letters to the Editor, Business Insurance, 740 N

Rush St, Chicago, Ill 60611

Was royal treatment' wrong?
NOMINATING A CANDIDATE to become sales and fewer than 1,000 employees; not-for-

To the editor I could not believe lars

the Business Insurance Risk Manager of profit institutions; and government entities. that a municipal risk manager Have we really deluded our-
the Year is to do your part to bring recognition The highest scoring candidates in each of the named to the Business Insurance selves into thinking that favors are

to risk management as a profession and to help three categories not represented by the Risk 1981 Risk Manager Honor Roll bestowed upon us because we are
could be be so naive as to believe such competent and personable

the professional development of risk manage- Manager of the Year are named to the Risk that he got the "royal treatment" risk managers9
ment. Manager Honor Roll from an insurance company simply Even the Risk & Insurance Man-

The annual award brings the winner recog- We admit we were disappointed last year because the insurer wanted to agement Society has fostered this
make a nice gesture, as Robert belief by encouraging brokers and

nition not only in the pages of BI and among when not a single person handling risk man- Bieber said in his letter (BI, Aug insurers to compete with one an-
its readers, but also among the winner's supe- agement for a small corporation under our 31) other in showering lavish enter-

riors definition was nominated Don't let that hap- Many companies, including my tainment and "goodies" upon risk
own, have ethics policies that for- managers during its annual confer-

A boss can know an employee is doing an pen this year If you know a company trea- bid the acceptance of lavish enter- ence Unfortunately, I have yet to
excellent Job, but nothing helps reinforce that surer, attorney, president or anyone who has tainment and favors like free rides note any mention of busines ethics

perception like outside recognition of exem- done a professional job of risk management for on corporate Jets from suppliers, at a RIMS semmar or conference
and rightly so Perhaps I am out of tune with

plary performance. A risk manager's selection a small company, nominate the person These However, even without the for- today's view of business ethics, but
as Risk Manager of the Year by a panel of 10 risk management professionals, although de- mality of such an ethics policy, I I still believe there is no such thing

eminent judges announced in last week's issue voting only part of their time to the job, de_ would hope that a risk manager as a tree lunch

charged with the distribution of
is a compliment from outside that impresses serve recognition for a Job well-done, too hundreds of thousands of the tax- John Kiefer Jr.

the employer The government entity and not-for-profit payers' dollars would strike for at Assistant treasurer and

And don't think only risk managers for For- institution categories were well represented least an image of impartiality and director of insurance

not allow himself to be seduced by Akzona Inc

tune 500 companies should be nominated We last year as were large corporations. We expect the people competing for those dol- Asheville, N C
created the Risk Manager Honor Roll last year the same will be true this year with your help.
to be sure that risk managers facing different Take the time to request the nominating Brilliant, but is it backdating?
types of challenges would be recognized for form and full nomination instructions oy writ-
their achievements ing Risk Manager of the Year Competition, To the editor Being in the bum- Charles P. Phelan

After the Judges' scores are compiled and the Business Insurance, 740 N Rush, Chicago, Ill ness more than 35 years, I'm in Silver Spring, Md
conflict with the principle of back-

candidate with the highest score is selected the 60611 dated insurance as pointed out in • You are correct in all your as
Risk Manager of the Year, all the nominations We, and the 10 Judges who have generously the story, "Hotel says backdated sumptions and analys:s of th€
are separated into four ernployrnent cate- agreed to donate their tirne to this competition, cover has been placed" (BI, Aug MGM backdated hability insurance

24) as far as we know, except for oni
gories corporations with more than $300 mil- await your nomination-almost as eagerly as It is recognized insurance com- point To our knowledge, there ts nc
hon in sales and more than 1,000 employees; the risk manager who deserves to be nomin- panies can and often do what they agreement under which MGM u
corporations with less than $300 million in ated well please There is no mystery holding the :nsurance compantet

here What we have here is the 10 harmless for losses exceeding thf

It's worth the price
a m fire, with the insurance being limits that were ong:nally pur
placed at 2pm chased

Please correct me if I'm wrong,
but I think we have a money man- Open comp rating

AS THE FIRST cost-savings figures come corded for fewer absences and fewer medical agement situation For example, we
in, it looks like an ounce of prevention claims might be enough to convince upper know insurance companies can reasoning flawed

handle losses better than MGM

might be worth a lot more than a pound of management that a few laps around a logging That's their business To the editor The "free market'

cure-even at today's inflated prices track might trim more than the employees' We know, too, insurance corn- rhetoric supporting competitivE

As the story on page 1 points out, New York waists pantes can invest funds better than pricing of workers compensatior
most business enterprises We premiums (BI, Sept 7) has a flaw It

Telephone Co. and Canada Life Assurance Co But even if money is no object-and we know the losses will take a long is free only to the sellers, not the
have documented actual savings in employee doubt that any firm is immune to rising health time to settle buyers State law compels the
absenteeism and turnover rates and health costs-what type of price tag can you pit on an It is also possible the backdated buyer to buy

insurance action will cause the So, the free market is not elastic
care costs since the two companies began well- employee who appreclates his company be- limit of the MGM's Grand Hotels but rigid If there is a surplus of in
ness programs to encourage employees to take cause he believes itt cares about his well-being? liability to be set at the collectible surance companies competing foi
preventive measures to protect their health It doesn't have to be an elaborate fitness limit of liability insurance in force the available business, it may worb

SO tt lS possible to conclude that out well for the employer If theri
Benefit managers can hardly ignore the sav- prgram incorporating expensive physical fit- for a fee, the companies have back- are fewer insurance companies

ings they tout $27 million last year at New ness equipment or a wellness program de- dated and provided a larger limit of competitive pricing may provE
York Telephone and $231,000 at Canada Life manding a large experienced health staff. liability than what was provided much more expensive

for at the time of loss For this ser- This is not to Justify the existin
And the figures they could not document- Your company's program could start this year vice the claims will be handled in a structure, either But competitivE

the money saved or earned by workers who with the company helping support a commu- timely manner The funds will be pricing is not any panacea, anc
are more productive because they feel good nity smoking cessation or blood pressure invested for a long period MGM is some of the rhetoric supporting th¢

no doubt holding the companies idea of competitive pricing foi
and the actual lives saved by early detection of screening program. Then it can be expanded. harmless, above the limits origi- workers compensation is faulty
health problems-are even better reasons to Because employees are only human, they nally carried, and MGM has the

benefit of putting a lid on its liabil- Douglas F. Stevensorconsider implementing a health education or may need this nudge from you to take care of
1ty Attorne)

fitness program at your company themselves, but in the long run it could mean a Brilliant it is, but backdating I'm Rooks, Pitts, Fullagar & Pous
That combined with the actual savings re- healthier employee and healthier conll:any. not so sure Chicagc
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How to improve the looks
of your company.

We've put 65 3'ears of group F- Your accounting department
experience into the new Dental ' To Ginn Cliathoneau. Box 20 Min,kapoli.MN 55440 ' will break into a grin when they
Plan from NWNL. Which iS why Please v·Ihl me .di the details OIl the new NWNL  see proof of the built-in cost

Dental Plan
we think that once you have it , containment in the NWNL Plan
working. everyone at your place I design and our quick and thorough

1 Name

will be smiling more often. For -  NWNL ConipliClaim Service.
a lot of reasons. 7 itlp And everybody in 3 .our

Your broker will be pleased LOI]1111\
 company will be tickled by the

to see how fast proposals are sent I ,  fast and fair way NWNL handles1„allb>

from NWNEs regional offices each and every dental claim.
Your benefits manager will City_ _ / Contact your broker/administrator.

appreciate NWNEs flexibility We \ State Zip____ _ / Or mail the coupon. Then we can
can handle just as much. or as 04 Phono 1 get started brightening the faces
little of the administration as voil at your place.
like, Even down to Administrative-

Area Cnil„___
NORTHWESTERN NAI IONAL

Services-Only and/or Excess Risk LIFE INSURANCE COMPANY

for companies who self-fund HOME OFFICE MINNEAPOLIS, MINNESOTA
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Solar heating unit backed by warranty cover
By JOHN W. MILLIGAN

MELVILLE, N.Y.-When a
homeowner plunks down $3,200 for
a solar heating system from LILCO
Energy Systems Inc., he is no doubt
pleased with its five-year warranty

backed by an insuran ze policy.
And Energy Systems, a wholly-

owned subsidiary of the Long ls-
land Lighting Co., has the secirity
of knowing it can survive any
costly maintenance or equipment
problems that could arise.

The company has been market-
ing a solar heating system to resi-
dental customers on Long Island
since June of this year.

It is an outgrowth of a solar dem-
onstration program that the utility
operaled on Long Island for three

years. The company projects solid
future growth for energy conserva-
tion equipment like solar heating.

The company also markets a
high-efficiency gas heating system.

Manufactured by Daystar Inc. of
Burlington, Mass., the two-collector
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THE EMERGING GUARDIAN - Third largest privately owned :nsurance brokerage
and risk services firm in the U.S.

nOTHInG IS n€Ul !
There is a great deal of truth in the
saying that "nothing is new- For the
most part the sophistication of
today in risk services is the modern
treatment of concepts many of us
at Financial Guardian have dealt

with for years.

Let us apply a practical approach to
your risk.

At Financial Guardian we believe

solutions to risk prcblems can be
oftentimes the least complicated.

FIRAnCIAL(GUARDIAn
Corporate Headquarters 3100 Broadway • Kansas City, MO 64111 - Phone 816/561-8630 Telex 424148

OFFICES IN PRINCIPAL CITIES

solar system sells for $3,200 to
$3,800 installed and is backed by a
full five-year guarantee.

Energy Systems is reimbursed
for "every dollar" it spends on
parts and service, said L.R. Cian-
ciulli, vp of marketing, with labor
charges on major parts covered
under the manufacturer's war-

ranty.
The warranty insurance is pro-

vided for Energy Systems by
American Solar King of Dallas,
Daystar's parent company. The
coverage was placed with the
Aetna Casualty & Surety Co. by
William M. Mercer Co. in Chicago,
said Mercer account executive

James C. Wilson.

Mercer, known primarily as a
benefit consulting firm, also has a
substantial warranty insurance
program, much of it in the energy
field.

The company has sold warranty
insurance for solar units since Feb-
ruary 1978, Mr. Wilson says.

The value of an insured war-

ranty for a company like Energy
Systems is two-fold, Mr. Cianciulli
says.

First, accurately predicting
equipment and servicing costs is
critical for a new company that is
marketing an expensive product.
The warranty insurance "protects
us from some unexpected cost that
might effect us," he says, and en-
ables the company to project a cost
figure that it knows won't change.

Small companies like Energy
Systems have failed when major
servicing or developmental prob-
lems arise, Mr. Cianciulli adds.
Warranty insurance gives them a
wide measure of protection that it
otherwise would not have.

The payoff for the buyer is secu-
rity since he knows that the com-
pany will stay in business if serious
problems do surface.

"The customer is assured that he
has that protection for five years,"
he says.

American Solar King likes the
coverage since it gives the company
an extra sales weapon in a field
that is becoming increasingly more
competitive.

"The advantage to us is that it's a
good sales tool for our dealers and
distrubutors," says Charles Cagle,
Solar King's vp of sales.

Mr. Wilson at Mercer, who said
the insurance is written as an en-

dorsement to an owners, landlords
and tenants policy, said it is not un-
usual for companies to insure their
warranties. This is widely done by
manufacturers of air conditioners

and refrigeration units, he says,
and the practice has simply ex-
panded to the solar field.

Mercer is both the administrator

and broker for the plan, and it han-
dles all claim processing, applica-
tions and paper work for Aetna
Casualty & Surety.

Aetna's engineering department
did a complete evaluation of the
Solar King system before accepting
the risk, Mr. Wilson says.

And should Energy Systems
close its doors for any reason, he
adds, Mercer would find another
company to perform all of the ser-
vicing obligations under the war-
ranty. .

Retiree to head

Blue Shield plan
SAN FRANCISCO-Robert W.

Walker, a retired San Francisco
business executive, has been
elected chairman of the board of
Blue Shield of California.

Mr. Walker is the first non-phy-
sician ever to be elected to the top
corporate post in Blue Shield's 42-
year history.

Mr. Walker, 68, retired as a vp
from the Santa Fe Railway Co. in
1979. •
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Whatever the liability risk, Shand, Morahan will : '
consider insuring it. That's because our widely
encompassing Miscellaneous E&0 program
serves an ever increasing range ofexposures and - '·
activities.

Consider just a few: computer consultants,
data processors, management consultants,
testing labs, printers, tax services, associations,
insurance claims adjusters, loss control services,
and any number of others.

Primary limits under this Miscellaneous
E&0 coverage are $25 million with a minimum
premium of $1,500 and minimum deductible of
$1,000 for most classes.

Next time you have a client with a liability
risk that's a bit difficult to categorize, check it
out with the liability experts at Shand, Morahan.
Chances are it will fit right in with what we're
doing for a whole range of clients: providing the
vei'y best, very latest professional liability
coverage at reasonable l'ates, whatever the i'isk.
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Il Shand, Morahan
•&Company, Inc.

One Ailteriect,2 Plaza, Evalist(„1 IL 60201
312/866-2800, Teler 72-4328
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SPECIALISTS IN PROFESSIONAL

LIABILITY INSURANCE
m Lawyers and Accountants Professional Liability

• Exceptional Errors and Omissions Risks

• Administrators of Association Programs

HERBERT L. JAMISON & CO.
90 Park Avenue, New York, N.Y. 10016 • Area Code 212-490-7600

American Can Co.

promotes Inserra
Richard M. Inserra, 33, has

been appointed director of insur-
ance and risk management at
American Can Co. in Greenwich,
Conn. He will replace Edmund C.
Alheit, who has retired. Mr. In-
serra has been with American Can

for one year as -special projects
manager. Before that, he was insur-
ance manager at NL Industries in
New York. Mr. Inserra has a bache-

lor of arts degree from Fordham
Univers:ty and a master of business
administration in marketing man-
agement and management science
from.Iona University in New Ro-
chelle, N.Y.

***

Richard F. Grennan, 42, has
joined ConAgra Inc. in Omaha,
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awards or corporate
mergers or acquisitions are
increasing your exposure
for pastyears, our
Prior Acts Liability (PAL)
iswhatyouneed.

A PAL today can improve your
past performance and protect your
future cash flow.

Don't let inadequate past
coverage come back to hauntyou,
get a PAL at North Star.

2

New York (212) 248-2400
Chicago 1312) 346-7890 Iqp=
Los Angeles (213) 383-7734
Business accepted through appointed surplus lines 7r
brokers.

NORTH STAR
(c) 1981 North Star Eeinsurance Corporation

I.

comings &
goings: buyers

Neb., as corporate manager of in-
surable risks. He served in a similar

capacity with Nebraska Public
Power District for the past 13 years.
A native of Kansas, Mr. Grennan is
a graduate of Benedictine College
in Atchison, Kan., and did graduate
work at the University of Ne-
braska. He has served as president
of the Great Plains Chapter of Risk
& Insurance Management Society.
Mr. Grennan also was chairman of

the Risk Management and Insur-
ance Committee of the American

Public Power Assn., which repre-
sents more than 1,500 utilities
across the country. In 1980, he
served as president of the Ameri-
can Power Insurance Corp., which
provides certain insurance cover-
ages to utilities. Mr. Grennan re-
places James Goodrich, who has
retired. He will report to L.B.
Thomas, vp of finance, treasurer
and secretary.

***

Barry Rudkin, 32, has joined
Wang Laboratories Inc. in Lowell,

Mass., as corpo-

 rate risk man-
asug a ager. Mr. Rud-

'1 kin will be re-
 sponsible for the

¢ 0,¢* mestic and inter-
1 national prop-

and loss-preven-
erty/casualty

- tion programs.
Rudkin Before joining

Wang, Mr. Rud-
kin was with Public Service Co. of

New Hanpshire. He is a 1972 gradu-
ate of Northeastern University in
Boston and has held several posi-
tions in the insurance industry. Mr.
Rudkin replaces Deborah Myers,
who has left the company. He will
report to Martin A. Miller, assistant
treasurer.

***

Lee Baldwin has been named

corporate risk manager of Ander-
son, Clayton & Co. in Houston. He
will replace Larry B. Cox, who
was named assistant treasurer for

banking relations. Mr. Baldwin was
previously director of risk manage-
ment for Zapata Corp. He has a
bachelor's degree from Baylor Uni-
versity, an MBA degree from
Southern Methodist University and
a doctorate from North Texas State

University. He also holds CPCU
and ARM designations.

.

We'd like· to report on staff changes in
your risk management or employee
benefits department. Just drop a note
to Stephen Tarnoff, Associate Editor,
Business Insurance, 740 N. Rush St.,
Chicago, m, 60611,0, Call 312-649-
5482.

Court date is set
in animal feed case

BILLINGS, Mont.-District
Court Judge James F. Battin has
set Nov. 1 as the trial date to deter-

mine liability in a chain of suits in-
volving chemically contaminated
animal feed (BI, April 27).

Hundreds of poultry farmers and
other growers who used the poi-
soned feed are suing Pierce Pack-
ing Co., whose leaking transformer
in a supply room caused the con-
tamination. Pierce is, in turn,
bringing product liability actions
against a second layer of defen-
dants.



Winners...

We've always believed people come ftrst. And Dave, Bob,
T.G. and Paul, the Richmond, Virginia winners of the 1980
Distinguished Group Field Office award, prove it.

r 'They provide Group Dental Coverage that leaves
employees smiling. And give you back-up service that's

0 right up front.
All the people in our 116 Group Field Offices across the

country are winners. Because at The Travelers, our
*O-222.Loy. standards encourage outstanding performance. And
A PIAl; enthusiasm a smile wide.
*ANCE Aot

Talent. We have it. We recognize it. /5*21\ And you reap the rewards. It's what
-zz you'd expect from The Travelers-

a leader in Group Dental Insurance.
We're out front and pulling away. THE TRAVELERS

The Travelers Insurance Company and Affiliated Companies. Orze Tower Square, Hartford, Connecticut 06115
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ANOTHER REASON WHY
THETRAVELERSISA LEADER

IN INSURING SMILES.
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BENEFIT PLANS, INC.
EXECUTIVE & EMPLOYEE

Self-Funded Employee Benefit Specialists Since 1959
·ON LINE CLAIMS ADMINISTRATION · EXCESS REINSURANCE

· COMPLETE ADMINISTRATIVE SERVICES · LIFE, LT.C, DENTAL MEDICAL

Contact: C. Jeffrey Wintersteller
Vice President · Sales

2025 Riverside Drive, Columbus, Ohio 43221
(614) 481-8393

ATLANTA·BOSTON·CHARLOTTE·CINCINNATICLEVELAND·COLUME,US·HOUSTON·MDMI·ORIANDO
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Insurance commissioner

in South Carolina resigns
COLUMBIA, S.C. Chief Insur-

ance Commissioner John W. Lind

say has resigned, effective Sept. 3,
to become senior vp and chief
operating officer of Companion
Life Insurance Co. Mr. Lindsay had
been chief commissioner since

1975. He also held the post between
1970 and 1972.

The state Insurance Commission

is searching for a replacement and
is soliciting applications from quali-

around the states
fied people. They should be sent by
Oct. 1.

Before joining the state Depart-
ment of Insurance, Mr. Lindsay
was president of Investors Heritage
Life Insurance Co. of the South.

Before that, he was vp of Liberty
Life Insurance Co. in Greenville,

WE'RE HELPING YOUSELL MORE
AVIATION INSURANCEUSAIG believes local, independent agents canprovide better deals on aviation insurance thandirect writers can offer.

We also believe aviation insurance buyersshould understand the coverages contained intheir policie

That's why we've published this booklet. It con-tains the answers to key questions an aviationinsurance buyer should ask before making apurchase decision
In many cases, the answers to questions on hull,liability and medical coverages are taken intactfrom our All-Clear 360' Aircraft Policy-the avia-tic)ninsurance industry's first plain language policy.Copiesof this booklet are free forthe asking

Andre announcing its availability with full page colorads in major aviation magazines.As an insurance professional
re sure you'llwant a copy for reference. To get one, completethe coupon below and send it to: USAIG, Market-ing Department, 110 William Street, New York,New York 10038.

Please send me a copy of Checklist For IBuying Aviation insurance
Name

Street -- --I

-State_

| UNITED STATES AIRCRAFT INSURANCE GROUP | 110 WILLIAM STREET, NEW YORK, N.Y. 10038New York • Atlanta • Boston • Chicago • DallasDenver • Houston. Los Angeles • MemphisMinn

eapolls • Orlando • Phoenit • Pittsburgh  Richmond • Seattle • St. Louts • San Francisco Toledo • Wichita

S.C., and assistant vp of Liberty
Life's parent company, the Liberty
Corp.

He also has been actively in-
volved in the National Assn. of In-

surance Commissioners and played
an instrumental role in the devel-

opment of the NAIC's "financial
early warning system." He is cur-
rently vp and chairman of the
NAIC executive committee.

Companion Life is a wholly-
owned subsidiary of Blue Cross/
Blue Shield of South Carolina.

Workers comp rates
DOVER, Del.-State businesses

will not have to pay a higher over-
all rate for workers compensaton
coverage this year following with-
drawal of an application for a $3.5
million rate hike by state insurers.

The Delaware Compensation
Rating Bureau, an association of in-
surance companies selling workers
compensation, withdrew the appli-
cation last week in part because of
objections from the state Insurance
Commission and businessmen.

The rate hike would have raised

rates an average of 6.7% for the 240
job classifications under workers
compensation.

There will be increases of up to
25% in 104 of the job classifications
following approval by the Insur-
ance Commission after recent pub-
lie hearings. The overall rate will
stay the same, however, because of
decreases in 117 categories.

Rate changes will go into effect
Oct. 1 instead of Sept. 1, the date
the $3.5 million increase would
have gone into efect.

Commissioner dies
SALEM, Ore.-State Insurance

Commissioner Wilfred W. Fritz, 66,
died on Sept. 9.

Mr. Fritz became Oregon's exec-
utive assistant commissioner in

1976 and became commissioner in
1978.

Before coming to Oregon, Mr.
Fritz was director of insurance in

Alaska for four years.
He was born in Chicago and re-

ceived bachelor's and law degrees
from Valparaiso University in Indi-
ana. He served in military intelli-
gence during World War II.

Mr. Fritz is survived by his wife,
Connie, and four children.

Jo Discoll, the state's deputy in-
surance commissioner, will fill Mr.

Fritz's post until a permanent ap-
pointment is made. .

Insurers in Britain

report 1980 assets
Insurance companies in the

United Kingdom, besides Lloyd's
of London, reported 49.9 billion
pounds in total assets in 1980, ac-
cording to an annual report on in-
surance companies that has been
published by the British Depart-
ment of Trade.

Premiums received by the 848
companies authorized to conduct
insurance activities totaled 5.9

billion pounds for property/casu-
alty insurance business and 6.57
billion pounds for health and life
business, the department's report
said.

The companies also earned 4.3
billion in investment income, ac-
cording to the report.

Claims for property/casualty in-
surance totaled 2.97 billion pounds
last year, the report said. Claims for
health and life business amounted

to 3.59 billion pounds in 1980. .



COMPANIES
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Employee Benefits Insurance Company
now works for you, the independent
agent. We're specialists in workers'
comp insurance. We've been an in-
novative leader in the field for

years, and now you can put
our tools and expertise to work
for you.

Being an independent agent
is a demanding profession. And.
after all, the service you give
your clients is only as good as the insurer
you use. Good service means responding
to your clients' needs and to yours.

SlVIALLER POLICIES ARE

i , NO PROBLEM.

Many workers' comp insurers discourage
writing smaller businesses due to costs of on-
going service and administration. EBI wel-
comes it. We gladly provide
the attention they need,
without taking up a lot of
your time. In short, EBI
makes it worthwhile to write

almost any size business.

* TIME IS

3** Cutting
down on

--* wasted time

21 increases your
8 productivity and

value. EBI has local

people in your area to
help. If you have a ques-

tion, you don't have to go far for an answer.
Our computer systems are state-of-the-art,

developed and designed by EBI. It gives you
something few other workers' comp insurers

can: access to a system that retrieves infor-
mation in seconds. It all means you get what

vou need in a matter of minutes or hours

instead of days.

HIGH RETURN

OF BUSINESS.

MostimportantlB EBI satisfies your clients. By
consulting with management on prevention

of accidents, and expediting claims to avoid
costly delays, we offer a compre-

hensive program designed to
help every step of the way and
reduce overall costs. And that

means a higher rate of renewal
another way EBI works for you.
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Brokers! - don't confuse activity with results
Are your current markets responding with the price, service, flexibility and innovation
you need to get that account . . . . and keep it ? If not-call us !
We offer immediate quctes for

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

THE COMPANY

4*0006(Dipple*gmn
I,=Dommd

131 State Stnet

Boston, Massachusetts 02109

617-367-3234 Telex 921712

THE TEAM
Ted Dipple
Steve Lockwood
Phil Carpenter
Candy Hallett
Kathy Connor
Debbie Di Gregorio

John Hancock's
Internatiunal
Group Program
is the best
in the World.
Here are just a few reasons why.
First, the largest international
group staff anywhere. They offer
you the combined experience gained
from developing and servicing over
1,500 plans. Each account is contin-
uously serviced and monitored by a
five-member team. And that full-time
dedication to your account assures
a smooth running program as well
as quick problem-solving when
necessary

Second, our network of 26 Associ-
ate Insurers. Each is one of the most
highly respected in the country it
serves. With over 13 years of experi-
ence building stable working relation-

ju«

Companies offering
counseling to workers

WILLOW GROVE, Pa.-Many
companies provide an array of
counseling services to their em-
ployees, but very few offer day-
care benefits, according to a recent
survey.

Some 58% of the 500 companies
surveyed by the Administrative
Management Society offer pre-re-
tirement counseling to their em-
ployees, while 48% offer alcohol '
abuse counseling. About 47% of the
companies polled offered career
advice.

Many companies reported that
they offer counseling in one or
more of the following areas: emo-
tional, legal, financial and marital.
Many companies also said they of-
fered advice to employees who are
laidoff.

ships with our Associate Irsurers,
IGPcan offer you continuityof ser-
vice unparalleled among international
programs.

Third, our clients. More than 250
corporations and 1,500 subsidiaries.
Most multinationals with inIernational

programs have chosen IGP because
it offers flexible, competitive prog rams
that keep on working.

Flexible. Competitive. Experienced.
Considertheadvantagesof John
Hancock's IGP:

("Internatio-lai Group Program" and "IGP" are registered service
marks of the John Hancock Mutual Life Insurance Company,
Boston, Massachusetts 02117, USA)

Mutual Life Insurance Company

Boston, Massachusetts

Twenty-eight percent of the
companies surveyed offered no
counseling programs, the AMS re-
ported.

Less than 1% of the companies
polled offered day care for employ-
ees' preschool children. Of the few
companies that did support such a
program, most use facilities at the
workplace.

None of the surveyed companies
shouldered the entire cost of a day-
care program.

The survey also reported that
less than 20% of the companies that
were studied. offered physical fit-
ness programs. Only half of those
companies paid the entire cost of
such a program.

Seventeen percent of the com-
panies sponsored employee mem-
berships in health or other recrea-
tional clubs. Some 15% sponsored
employee attendance at sporting
events.

Other recreational activities sup-
p6rted by the companies polled in-
cluded sponsorship of attendance at
cultural events, 12%; company-
sponsored social events, 5%; and
sponsorship of leisure-time events,
4%. More than a third of the em-
ployers surveyed did not sponsor
any recreational or leisure-time
events.

However, more than half the
companies polled by the AMS
sponsored athletic teams, with a
third providing full monetary sup-
port.

The AMS conducted the em-
ployee benefits study through its
Committee of 500 survey group,
which is composed of small, me-
dium and large companies in the
United States and Canada.

The Administrative Manage-
ment Society is a professional man-
agement association with more
than 12,000 members in 140 chap-
ters throughout North America.

For a copl of the report, send a self-
addressed, stamped business enve-
lope to Support Services, Adminis-
trative Management Society, 2360
Maryland Road, Willow Grove, Pa.
19090.

CEBS society
established

SAN FRANCISCO-Employee
benefit managers and others in the
benefits field now have their own
professional society.

The International Society of Cer-
tified Employee Benefit Specialists
has been formed for those who
have completed the Certified Em-
ployee Benefit Specialist program
and have earned the CEBS desig-
nation.

The ISCEBS will operate as an
independent, non-profit educa-
tional association. It was formed by
the Wisconsin-based International
Foundation of Employee Benefit
Plans.

Membership services will in-
clude a journal addressing impor-
tant employee benefit issues; a
newsletter highlighting topics of
current interest to society mem-
bers, regional meetings and se-
minars and use of the IFEBP's in-
formation center.

The CEBS program, a series of 10
college-level employee benefit-re-
lated courses is co-sponsored. by the
IFEBP and the University of Penn-
sylvania's Wharton School. It is
taught at more than 35 colleges and
universities and is also provided on
a self-study basis.

So far, 329 people have earned
the CEBS designation.

More information about the new
society can be obtained by writing
ISCEBS, P.O. Box 209, Brookfield,
Wis. 53005. .
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Today's risk managers and financial executives know the game has
changed. They've seen traditional insuring patterns fall short of their
needs. They're looking in earnest for two things:

I They seek the best buys, and they know that means shopping the
specialty market. They see the trends close-up. And it's clear that spe-
cialty services are the way of the future--a future that's already a pres-
ent-day reality.

I They know too that price alone is not the answer. A specialty com-
pany's performance, from concept through delivery, is the one truly
critical element to look for. So the key becomes that company's talent
and resources... its experience, its very roots.

For us, that's The Hartford, providing insurance products and services
with integrity since 1810. The Hartford has played a major role in the
large risk market for many years.

HARTFORD SPECIALTY COMPANY • AN AFFILIATE OF THE HARTFORD INSURANCE GROUR HARTFORD, CONNECTICUT 06115

But now the wraps are off. Our vehicle for alternative programs, as well
as insurance, financial and risk management services, has been con-
solidated and refined as Hartford Specialty Company.

Hartford Specialty is an established but fast moving, highly flexible force
in the specialty market. A single source for a broad and growing array
of insurance coverages and services including financial plans, claims,
audit and loss control, to name only the most basic.

Get to know us. Ybu'll like what we can show you.

HARTFORD,
SPECIAISYM*
Performance is our specialty
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Wind machines like this one pro-
tect grapes from frost damage.

Wineries insure product
throughout aging process
Continued f'royr. page 3

surance for the 50 full-time employees.
Special valuation endorsements developed

for the expensive and popular reds like ca-
bernet and zinfandel that grow in flavor and
price witn the years protect the wir.eries
against the loss of a great wine at midlifa.

Most w.neries insure their aging wine for
its wholesale, aged price so if it is lost a few
years intc the aging, the winery is covered
for the price the wine ultimately would have
brought

"This protects them 'rom a business inter-
ruption loss," notes M r. Capponi.

The economics cf insurance and wine

making prevent wineries from inflating the
ultimate value of their wines and dumping
wine to ccllect the insurance. The 20St of the

policy depends on the values reported so
wineries keep them in check. And no Napa
Valley wine maker would dump a vintage
for the insurance prozeeds. The ultimate loss
in market share and prestige by losing : vin-
tage would be far greater than any insurance
proceeds, Mr. Cappon explains.

The largest leakage loss Mr. Capponi re-
calls was a $50,000 loss suffered by a w nery
when the :traps on a 25,000 gallon broke and
the contents were lost

In this case, the insurer could hardly su-
brogate against the makers of the old tank.
But if a brand new stainless steel tank spills
its contens because of a defect, the insurer
can sue the tankmaker.

At Christian Brothers, Secretary-Trea-

surer R.H. Stetletin pointed out that wine
makers guard against big-cost leaks by stor-
ing the more valuable $10-a-gallon chardon-
r_ay wine in smaller barrels and the less ex-
Fensive $2- to $5-a-gallon wine in the 2,000 to
3,000 gallon tanks. A chardonnay fan. how-
ever, will acid tha- it i: stored in srnall oak
tarrels to develop the distinctive taste.

Despite frequent inspections, a winery can
expect to lose part of a tank of wine once a
year to a leak, Mr. Stebleton noted. The lar-
gest leakage loss at Christian Brothers was
$20,000-half cov£red by insurance after a
$10,COO deductitle.

Christian Bro:hers, the largest privately
)wned winery in the valley, buys its insur-
ance policies through broker Marsh &
MeLennan.

Christian Brothers' blanket coverage on
3uilcings and equipment for their appraised
galue is underwritien by Kemper's Lumber-
mens Mutual on an all-risk form with a 90%

vinsurance clause and a $25,(100 dedu2tible.
Business interruption coverage is included.
Ihe stock insurancE and general liability in-
:urance is underwri:ten by Fireman's Fund.

Inventory and valuation are very impor-
:ant to proper insurance levels on aging
w.ne, Mr. Stebletzn said. The federal gov-
ernment helps here he noted, since it is de-
rermined to get its fair share c,f taxes on the
alcoholic beverage.

The peril feared by many a manufacturer
-fire-is a small exposire for most wineries
and their insurance rates reflect that, broker

Continued in facino page
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Vineyards in California's Napa Valley use ma-
chinery to protect fruit from weather damage, but
most do not insure grapes on the vine.

World leader in loss p-evention eng -eering for commercial and industrial properties, and member of



Continued from facing page
Mr. Capponi notes.

"There is so much water, those
places just won't burn," he says.
With credits and rate deviations,
some wineries pay rates of a few
pennies, while others with larger
exposures could pay up to 50 cents
to 60 cents per $100 of value. But
75% and more off manual rates is

possible, Mr. Cappponi added.
Price and a winery's heritage

usually determine if it buys earth-
quake insurance, Mr. Capponi
noted.

The price varies depending upon
the structure of the building, with

Photo: Kathryn J. Mcintyre

Windries use forklifts to store

cases of wine.

the big old stone buildings that are
so beautiful to lock at and tour the

most expensive to insure against
earthquakes.

Ms. Martini says that using
wood tanks is good protection
against earthquake losses. History
proves that a tremor damaging to a
steel tank doesn't hurt a wooden

tank, she said.

Martini buys $E million of earth-
quake insurance. Christian Broth-
ers, however, under the ownership
of Christian Brothers of California,

only buys protection against earth-
quake damage to its sprinkler sys-
tern.

The Christian Brothers, who use

the business profits to run their
schools, elected to take the risk

against an earthquake causing fur-
ther damage t) their seven wine-
making installations.

The Christian Brothers are also

big brandy makers-a venture
more risky for them than making
wine, Mr. Stebleton explains.

"Our stills are very complicated
and there are not that many
around," he said. "It would be a

minimum of 18 months to replace a
damaged still and the loss of a
crushing season or two depending
upon when it happened." The di-
rect damage and business interrup-
tion insurance on the Christian

Brothers' stills is underwritten by
Royal Insurance Co.

Mayfield-Malloy & Vasconi has
cultivated a few choice insurance

markets Yor the wineries' package
policy. Mr. Capponi declined to re-
veal them, but confirmed that The

business insurance, September 21, 1981 / 21
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Hartford, the underwriter for Mar-

tini's insurance package, is among
them. The Zenith Insurance Co. in

California also provides a group in-
surance program for smaller win-
eries.

4
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Photo: Louis M. Martini

Complicated machinery is used to bottle the wine after the aging process.

a

Although well-protected by in-
surance from crushing through
bottling and shipping, California
wineries emphasize loss prevention
and don't insure the grapes while
they are growing.

the Factory Mutual System. Call Allendale Insurance in Johnston, RI, (401) 275-4442. Or call your broker.

To protect against frost damage
to grapes, the growers rely on a
combination of methods to raise the

temperature above the danger
point: wind machines that churn

Continued on nezt page
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$350,000. ANNUAL SALARY .....

... $3.500 MONTHLY DISAIBILITY INCOME

... $100,000 BUSINESS TRAVEL AD & D

Who can "honestly" cpll thal PROTECTION?

Contact us to help fill the GAP for the EXECUTIVE.

and for more about our Capacity to provide High Limit

Personal Accident Insurance

Regardless of the Occupational/non Occupational Hazards involved.

45#. INTERNATIONAL ACCIDENT FACILITIES, INC.
Home Office:

15 Broad Street, Boston, MA 02109 Tel. (617) 742-6660 Telex: 94-0241

Branch Offices:

Suite 4-H 3300 Northeast Expressway. Atlanta. GA 30341 Tel. (404) 452-1311
Suite 170, 8204 Elmbrook Drive Dallas. Texas 75247 Tel. (214) 634-1861

Insurance important
to California wineries

Source: Louis A. Martini

Carolyn Martini says wooden
barrels prevent quake damage.

If you're drowning in a sea
of papprwork, Royal lends
a helping hand.
A paperless insurance ofice? For agencies

with the Royal connection, freedom from a
sea of paperwork is now the possible dream.

Royal breaks the paperwork barrier with
FOND, our Field Office Netwcrk Develop-
ment system. FOND brings automation to
our field offices, countrywi<ie.

And FOND is just the beginning. Agency/
company au-omation has been a Royal
goal for years. In addition, we participate
fully in, and strongly support the joint ef-
forts of the Insurance Institute for Research

(1IR) and ACORD in developing uniform stan-
dards and approaches for ,«
industrywide electronic
communications.

ARCIUL'AN

The opportunities of agency/company
automation at Royal range from company
terminals installed in agents' offices to agency
mini-computers with vendor or indepen-
dently programmed systems.

OurTELESCOPE program is another way
you can have our advanced automation capa-
bilities working for vou. When you call our
convenient toll free number, a Royal staff
member simultaneously inputs your per-
sonallines policy requirements and changes
into our computer system. The computer-
produced printout is mailed directly to you.

Royal is ready to pursue every opportu-
nity where mutual agency/company benefits
can be realized. Just contact your local
Royal office to find out how we can make
your paperwork disappear.

Nobody insures it like ...

0

Royal 
150 William Street,

Insurance

New York, NY 10038

Continued from previous page
the air, sprinklers that spew out
water and orchard heaters.

Mr. Capponi says he could line
up insurance on the grapes on the
vine, but there isn't enough de-
mand in response to the insurers'
ternns.

The insurers interested in wr_t-

ing such coverage would want the
grapes insured to their full vake.
"There are tremendous values of

$20 million to $30 million so even at

a 5-cent rate, that's a big premium,"
Mr. Capponi conceded.

Vandalism-especially destruc-
tion caused by an out-of-control car
careening through the vineyards-
is an ever present danger. A neigh-
bor of Mr. Cappoini estimates his
uninsured loss after a hit-and-run

escapade through his vineyard at
$14,000. The components of the
loss: $1,500 a ton for destroyed
chardonnay grapes, $200 a vine to
replant and a three-year wait for
any grapes and another two years
before the vines are back at their

peak production.
The recent explosion in the pop-

ularity of California wines, bring-
ing throngs of tourists to the win-
eries each year, is among the smal-
lest of a winery's risk management
problems.

Wineries limit the amount of
wine they allow a visitor to taste,
not only to control expenses but
also to keep the visitors relatively
sober. At Christian Brothers, a visi-
tor has to take the tour to taste the

wine-a rule that eliminated those

passing through for a free nip.
A visitor to Christian Brothers

also will find all the vineyards
posted with "Keep Out" signs. But
rather than to protect the vines as
one might expect, they were posted
after one visitor lost his footing cn
the steep hillside, hurting himself
and running up a medical bill for
Christian Brothers. .
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The national newsweekly of

loss prevention. ri*k financing ant 
benefit management.

Do you need to dis-

tribute copies of arti-

cles appearing in Busi-

ness Insurance at your

meetings or for your
mailings?

Business Insurance

has expanded its re-

print department to

meet your needs.
For fast, low cost* re-

prints of articles ap-

pearing in Business In-
surance, or to obtain

reprint permission for

your own copies, call or
write:

Reprint Department
Business Insurance

220 E. 42nd St.

New York, N.Y. 10017
212-210-0131

*New prices effective 1 /15/81
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to pay for

Modern technology has all but per-
fected the computer. But technological
wizardry has yet to create the perfect
human. Because they're only human,
people who work with computers some-
times make errors. Catastrophic ones.
Expensive ones.

For example, suppose your client's
'programmer accidentally erases a com-
pany's entire record ofaccounts receivable,
accounts payable, or both. And your client
is slapped with a multi-million dollar
lawsuit.

Or suppose a client's new software
package loses track,of a manufacturets
parts,inventory.-and the manufacturer
sues for $750,000 in damages?

Some service companies may attempt
to reduce their liability to customers
through contractual"hold harmless" provi-
sions in their supplier's agreement. The
chance ofeliminating responsibility entirely
seems rather remote. Not to mention the

time and money required to defend a suit,
whether well-founded or not.

That's why National Union created
The EDP Policy. It's a policy that protects
EDP service firms from financial·loss in-

curred as a result of errors and omissions

in performingdata processing services for
others. It's available in·most states.

Under its terms, data processing
services include conversion ofdata from

source material into media, processing of
data, and the design or formulation of an
EDP system orprogram.

It's designed especially for information
products and services companies.

It covers both the design and formula-
tion of software.

It pays for legal defense, up to the
policy limit.

TheAIG Companies.
Let us take the risks.

oin

is!'

You can write The EDP Policy all by
itself. National Union doesn't require
that you sell it in conjunction with other
policies.

We'll be more than happy to provide
complete details. Simply clip and return
the coupon below.

The EDP Policy. State ofthe art
insurance.

For more information about The EDP

Policy, *rite The AIG Companies, Dept.
A, 70 Pine Street,-New York, N.Y. 10270

Name/Title

Company

Address

City

Zip

State

'Iblephone

A Member Company of American International Group.
81-9-21
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PIA wants minimum truck liability levels retained
WASHINGTON-The Depart-

ment of Transportation should re-
tain minimum levels of required li-
ability insurance coverage for
motor carriers, the National Assn.
of Professional Insurance Agents
says.

The department recently an-
nounced minimum financial re-

sponsibility levels for trucking
companies affected by the Motor
Carrier Act of 1980.

In a letter to Transportation Sec-
retary Drew Lewis, the agents' as-
sociation recommended that the
department deny a petition filed by
the American Truckers Assns. to
impose maximum statutory cover-
age limits.

The ATA contends that maxi-

mum limits will promote public
safety by forcing motor carriers to
maintain and operate their trucks
more safely. But the PIA said that
carriers with poor loss records will
be forced to pay high premiums no
matter what level of coverage is re-
quired.

"Consequently, adoption of the
ATA proposal would have little im-
pact on public safety and would
only increase insurance costs for all
carriers covered by the act."

The agents also challenged the
ATA's contention that higher cov-
erage requirements would not dis-
rupt cargo service. The PIA said
that thousands of small trucking
firms are being subjected to fe-
derally mandated insurance re-
quirements for the first time under

POSA of N.Y.,
Adas sever ties
NEW YORK-Promotora De Oc-

cidente (New York) Ltd., the ser-
vice firm running off the business
of Promotora De Occidente de Pan-

ama, S.A., a managing general
agency tied to a variety of tangled
reinsurance agreements, has se-
vered ties with Administratia Asi-
gurarilor De Stat (Adas) of Roma-
nia.

Adas, a former POSA front ac-
cepting reinsurance for high-limit-
liability risks during the insurance
capacity crunch of the mid-1970s, is
a named reinsurer on about 1,000
international treaty and facultative
agreements and has liability for an
average of one-third of each of
3,000 risks accepted by the POSA
group of retrocessionaires, accord-
ing to Maurice Newman, vp of Pro-
motora De Occidente (New York)
Ltd.

Only "a trivial number of agree-
ments," or fewer than 100, affect
risks in the United States, Mr.
Newman explained.

POSA of New York publicized
the separation of interests with an
advertisement in the Sept. 7 Busi-
ness Insurance and other business

publications, noting that "proposals
that have been exchanged between
Adas and ourselves for the contin-
ued handling of the run-off for
their account have not resulted in a

working agreement."
The ad listed a New York attor-

ney, Bernard Hubscher, as repre-
senting Adas in the United States,
but listed an outdated address and

telephone number.
Mr. Hubscher, contacted at new

offices at 67 Wall St., said Adas
would honor all of its·legal respon-
sibilities pending an investigation
of the legal aspects of the POSA-
made reinsurance agreements.

The pending New York grand
jury and New York Insurance De-
partment investigations of POSA
contributed to the Adas decision to
remain separate from Promotora
De Occidente (New York) Ltd., he
said (BI, Aug. 31).

Mr. Hubscher's new telephone
number.in New York is 212-785-
1240. m

the 1980 law and that newly cov-
ered carriers "will place a consider-
able burden on the capacity of au-
tomotive insurers to meet the in-
creased aggregate demand for in-
surance required by the act."

The PIA said the insurance in-

dustry is willing to provide the cov-
erage mandated by the act, but it
said that meeting the increased de-
mand will require development of
new underwriting programs and
personnel training programs that
can best be accomplished through
lower coverage requirement levels.

"The sudden shift to higher
limits that is advocated by the ATA
would complicate the situation and
place a tremendous burden on, auto
insurance capacity," the agents
said.

The PIA also noted that imposing
higher limits at this time would

contradict the broad purpose of the
law, which is to encourage new
trucking firms of all sizes to com-
pete for cargo business.

"High insurance premiums may
help deter some individuals from
buying a truck and getting into the
business," the PIA said. "Such a re-
sult certainly would not be consis-
tent with the competitive purposes
of the act."

The PIA also has called on the
Interstate Commerce Commission

to eliminate "conflicting and con-
fusing rules" that have been issued
by the commission and the Trans-
portation Department in connec-
tion with the act's insurance re-

quirements.,
In a letter to the ICC. the PIA

identified five areas where it said

changes "will ease the burden that
has been placed on the insurance

industry in general and insurance
agents in particular."

The agents asked the ICC to:
• Allow a policyholder that is

subject to ICC regulation to meet
the commission-required coverage
minimum of $500,000 through ag-
gregate layering of multiple poli-
cies.

Adoption of such a regulation,
the agents said, will make required
coverage more readily available
and allow insurers to limit their

risks to an acceptable level.
Such a rule also would bring the

ICC regulations in line with Trans-
portation Department rules and
promote consistency in insurance
requirements between the two
agencies.
• Abandon the list of "ap-

proved" insurers, which the PIA
said would ease the burden on new

Some people might call a statement like this
over-confident. Or foolish. Or sheer puffery.

We call it reasonable. Because there are

indeed reasons why you might lose your next
group life case if we're not .nvolved. The best
reason is your competitor will get the case
instead.

We wouldn't be telling you this, though, if
there weren't something you can do. You can
read on. And find out why you can't afford'not
to get your next quote from us.

Best combination of price, product
and commissions

In 1981, we hit the $5 billion mark in group
insurance in-force. For several good reasons:
producer compensation; persistency; flexible
underwriting; low rates; and high guaranteed
issue.

In fact, our rates and commissions are so
good some people think we're giving away
the store.

Not quite. Our rates are a combination of
mortality, unit cost and persistency. While we
probably have the lowest group life rates in the
industry, we also have one of the highest
persistency ratios. About 95 percent.

What's even more unusual are the commis-

sions we pay. They're about the highest in the
industry. With full vesting.

But low rates are just the icing
If low rates were all we offered, we wouldn't be

as successful as we are. But low rates are just
the icing. Our product is the cake.

trucking companies by expanding
the availability of insurance.
• Make it clear that the respon-

sibility for obtaining proper insur-
ance coverage to comply with ICC
rules rests with the trucker, not
with the insurer or the insurance

agent. The PIA emphasized that
the Motor Carrier Act was designed
to regulate the trucking industry,
not the insurance industry.
• Eliminate differences between

the ICC's and the Transportation
Department's coverage terminol-
ogy to protect insurance agents
from lawsuits.

• Accept the Transportation De-
partment's MCS-90 endorsement
form as evidence of financial re-

sponsibility.
The agents said that this move

could eliminate. many of the other·
problems. •

6'Il you dout
group life

Manhattan

Bill Flynn, CLU,
Senior Vice President

After all, we were the company that wrote what
many people consider to be the first group
policy in the United States back in 1854. So
being innovative is a natural state of affairs for
us. Which explains why we have such unusual
features in the program we call the Affiliated
Employers Group Life Insurance Trust (AEGLI).

Guaranteed issue of $500,000*
This is the most important feature of AEGLI.
In groups with 10 or more lives, we'll write·up
to $500,000 per life guaranteed issue. Or,
your client can opt for up to $300,000 per life
with a short-form health statement if there are -

only 1-9 lives. Just think how many medical
examinations can be avoided with this guar-
anteed issue program.

High level AD&0 benefits
Included in the 10+ lives package is up to
$500,000 in AD&D benefits. Which probably
makes this the least expensive form of travel
accident insurance anywhere.

Spouse only insurance
We may be the only company writing spouse-
only insurance nationally for amounts up to
the face amount carried on the employee. If
there are 100 insured spouses in the group,
we will even consider guaranteed issue.
This is a huge market and is popular with
employers because it is usually sold on an
employee-pay-all basis.

* Each case subject to home office acceptance of appli-
cation. Benefits may be limited by law in certain states.



The industries include: architects; attorneys;
banks; CPAs; consulting computer and
engineering firms; physicians and dental

.offices; clinics; hospitals; and firms with a large
percentage of.female employees.
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Tale of MET victim: $10,000 goes unpaid
(Editor's note. In the last two

issues Of Business Insurance,re-
porters Jerry Geisel and Steve
Sherwood have reported on multi-
pie employer trusts in Idaho and
Texas that have filed for
bankruptcy and left behind unpaid
medical daims. This week, Mr. Gei-
sel interviews one of these policy-
holders for a first-person account Of
what a failing MET can mean for
the policyholder who used it for
health insurance.)

By JERRY GEISEL

ELGIN, Ill.-It was a promise al-
most too good to believe: compre-
hensive health insurance coverage
at an affordable price.

The promise seemed golden to
Joan Williams and her family. Like
about 20% of the population, the

Williamses were not covered by an
employer-sponsored group health
insurance plan, and they found the
cost of individual health insurance

prohibitive.
So when Ms. Williams' insurance

agent described a plan sponsored
by the Northwest Federation of In-
dependent Businesses in Idaho that
offered excellent benefits for a pre-
mium of only $75 a month-about
$50 a month less than the premium
for an Illinois Blue Cross/Blue

Shield plan-the Elgin, Ill., family
of three quickly enrolled.

Almost three years later, Joan
Williams and her family have dis-
covered that the promise was too
good to be true. The Northwest
Federation, later known as the
Northwest Assn. of Independent
Businesses, has filled a bankruptcy
petition and Ms. Williams has

get your next
quote from

$10,000 in medical and hospital bills
that Northwest didn't pay.

Ms. Williams has joined a grow-
ing list of thousands of people stuck
with enormous medical bills after

the multiple employer trusts in
which they enrolled went out of
business.

But Ms. Williams is more than a

statistic. Her plight illustrates seri-
ous shortcomings in the regulation
of health insurance, observers say.

When Joan Williams joined the
Northwest plan in July 1978, her
agent, who agreed to talk to a Busi-
ness Insurance reporter on the con-
dition that he wouldn't be identi-

fied, thought he was placing the
Williams family in a sound pro-
gram.

Northwest enjoyed a good repu-
tation in the agent community. The
MET paid claims promptly and was

Lile, you may lose
:ase."

Voluntary life
Payroll deduction term life insurance is
expanding daily. It's needed, it's inexpensive
and has great persistency. We sold a case
recently which resulted in an average
voluntary life certificate of $76,000 and over
$300,000 in premiums. Couple this with
attractive commissions and you quickly
become a believer in mass merchandising.

Custom-made industry rates
and discounts

There are certain industries which have

below-normal mortality rates. Which means
they should be looked at differently. So instead
of quoting rates out of a book, we develop
rates on each case based on unit cost and

mertality.

Call or write Manhattan Life today
If you've read through this entire ad, I know
we have your interest. So, right now, call your
local Manhattan Life general agent for more
information about our products.

Or call me in New York at (212) 484-9329.

The one thing we can promise you is a
profitable conversation.

General agency contracts available in all states
and most citie5. For. details, call Bill Flynn at
(212) 484-9329.

TE,7./Firln GROUP PENSION
The Manhattan Life Insurance Company
r - /1 1 1 1 West 57th Street, New York, NY 10019

· Tal A Company of
 The Manhattan Life Corporation

recommended by the Idaho Cham-
ber of Commerce, the agent said.

Like other METs, Northwest
filed with the Department of Labor
as an employee benefit plan cov-
ered by the Employee Retirement
Income Security Act. The agent
thought the plan's ERISA status,
prominently displayed on a North-
west benefit schedule, meant the
department approved the plan.

In fact, the department never
recognized Northwest as a benefit
plan; the mere filing of papers with
the Labor Department doesn't au-
tomatically confer benefit status on
a plan anymore than filing a tax
return guarantees Internal Reve-
nue Service approval of the return.

The state of Idaho had attempted
since 1977 to close down Northwest
as an unauthorized insurer-some-

thing Ms. Williams' agent was not

aware of. The move had gotten
bogged down in the courts, accord-
ing to an Idaho Insurance Depart-
ment official.

In December 1980, Ms. Williams
was admitted to a St. Charles, Ill.,
hospital. She later underwent a
hysterectomy. When she was re-
leased after 17 days, her medical
and hospital bill came to $8,568.78.

In January, Ms. Williams filed a
claim with Northwest. When a

month had gone by with no re-
sponse from Northwest, she asked
her agent to call Northwest. On
Feb. 19, the agent called and a per-
son associated with Northwest said
the claim had been received and

would be paid.
A month later, the agent called

again and was told that the check
already had been made out, he said.

In April, Ms. Williams called
Northwest to find out why the Jan-
uary claim still had not been paid
and to also inquire about a $1,600
claim she filed ih March after she

was hospitalized for hepatitis.
Ms. Williams said she talked to a

person associated with the plan and
asked: "Is Northwest going to gc
broke?" She said she was told that

plan participants were going to be
covered by a master policy issued
by American Western Life Insur-
ance Co. of Boise and that North-

west was not going broke.
On July 21, Northwest filed peti-

tion for bankruptcy in U.S.
Bankruptcy Court. Before then.
Northwest canceled its American
Western master policy, and Ms.
Williams' claim of more than

$10,000 still was not paid.
No one knows for sure why

Northwest collapsed. Ms. Williams
agent believes the MET charged in-
adequate rates and later got
swamped by claims. It also may
have been hurt by adverse public-
ity after the Labor Department in
October 1980 ruled that Northwest

was not an employee benefit plan.
Illinois Department of Insurance

officials are now doing all they can
to help Ms. Williams get her claim
paid. She has filed a claim with the
bankruptcy court in Boise, but it'E
not clear now .if Northwest has

enough assets to pay all the claims.
"They (Northwest) were there tc

collect," says Ms. Williams. "They
collected about $4,000 in premiums
from us. But we didn't get anything
in return." .

Texas storm damage
NEW YORK-Windstorms, tor-

nadoes and flooding that affected
portions of Texas from Aug 29 to
Sept. 1.caused an.estimated $8.9
million of insured property dam-
age, said W.D. Swift,·vp of property
claim services of the American In-
surance Assn.

The storm was assigned Catastro-
phe No. 39 by the Insurance Ser-
vices Office. .

car &

truck Rental
Insurance

* A + Admitted Major Carrier
* Coast to Coast
* 20 years continuous stable

Rental Market
* Fast Quotes
* High Limits
* VERY COMPETITIVE RATES

213=653=5060
TWX: 910-321 4361

UNIFAX LSA

BEDFORD INSURANCE SERVICES INC.

7966 BEVERLY_BOULEVARD
LOS ANGELES, CA·90048



Financial
Strategies

An INA Series

InBusiness Insurance

As one of the world's premier engineering and
Custom-built construction firms, Morrison-Knudsen is in-

' :. coverage on volved in large scale projects that range from
a worldwide designing and building dams, tunnels and pipe-
scale. lines, to overseeing contract mining operations.
-Morrison-Knudsen's "Many years ago, we purchased much of our
Lawrence Parberry

insurance on a project-by-project basis," says

7 Lawrence Parberry, M-K's director of risk man-
agement. «This ad hoc approach often left us with

1 5
dozens ofpolicies in place at one time, so gaps and overlaps

a more coherent, centralized insurance program. Working

in coverage were unavoidable."
M-K's rapid worldwide growth eventually necessitated

with its broker, Marsh & McLennan, the company began
to put together a specially-designed package covering vir-
tually all of its activities anywhere in the world.

As the package exists today, INA and other insurance
companies participate in the full spectrum of M-K's world-

wide property and excess casualty risks. One unique feature of the program: all of the carriers
provide both marine and non-marine coverages, combined under a master policy.

"Fiesides giving us blanket protection for corporate assets,
notes Parberry, «the package streamlines the preparation of bids
and assures our clients that all contractual insurance require-
ments will be fulfilled. And, despite its complex structure, the
program is actually quite simple to administer."

Breathing life
into a -fi „f i' .

remarkable

concept.
-Marsh & McLennan's

Lawrence Drake

"The insurance requirements of interna-
tional contractors and engineers are often
unusual," comments Lawrence Drake, senior
vice president ofMarsh & McLennan. "This
can sometimes make coverage prohibitively
expensive-or even unavailable in the stand-
ard market." In the case of Morrison-Knud-

sen, the broker's solution to this problem was
development of a worldwide marine/non-
marine insurance package.

In Marsh & McI-ennan's view, this strat-
egy has created significant benefits for client

4

i".



and underwriters alike. «M-K now has broad-based protection, the cost of which is not affected by
the cyclical shifts and limitations of the conventional insurance marketplace," says Drake.

The underwriters, on the other hand, enjoy a long-term account relationship with a widely
diversified client. "We've given the underwriters an attractive spread of risk," Drake notes.
«Establishing this balanced set of exposures has been the key to making the M-K program viable."

In addition to the day-to-day monitoring and adjustment of the program to accommodate
M-K's dynamic slate of activities, Marsh & McLennan provides in-depth claims data to its client.

"We're able to keep M-K abreast of claims trends on the casualty side using special computer
programs we've developed in-house," explains Drake. <'This helps enhance M-K's own extensive
safety efforts. And, on the property side of the program, we rely heavily on Montgomery &
Collins for engineering risk analysis. It's a team effort all the way."

"Our function is really twofold," says Michio Nekota, branch manager of Montgomery &
Collins, a leading excess and surplus lines broker. «We coordinate the E&5 placement of
Morrison-Knudsen's coverage, and we
act as engineering consultants for INA We look at

and the other underwriters involved." a risk from
When a large, unique construction botb sides.

project is to be incorporated into the -Montgomery & Collins'

program, Montgomery & Collins' engi-
Michio Nekota

neering expertise comes into play.
(Ck Aivi-K

often takes on projects that are unusual *,-
in their scope or in the methodology called for," remarks F- . ''.,1 .1, t'i '0 '

Nekota, «and which are therefore unfamiliar to underwrit-
ers. We help M-K put highly technical engineering consider-
ations into terms that the underwriters can use to evaluate

exposures and determine premium rates."
A recent example was an M-K project involving con-

struction of a pipeline through a heavy surf zone in Hawaii.
This type of operation is usually a high-risk undertaking; 14 4

but, after discussing the plans with M-K's engineers, Nekota
was able to explain to the underwriters why the client's proposed methods had a higher-than-av-
erage probability of success-and thus why lower.than-average rates were appropriate.

Similarly, Montgomery & Collins assists M-K and Marsh & McLennan assess any engineer-
ing claims that arise out of a heavy construction job.

«We bring our resources to bear along with those of the principal broker," comments Nekota.
The result for M-K is effective communication with the underwriters, which translates into
reasonable premiums and prompt claims settlement."

Decision-making in business insurance has never been more complex. And the financial
implications have never been greater. Today, devising cost-effective insurance programs requires
knowledge, experience, capacity-and a complete range of products and services. Flexibility and
the willingness to innovate are also essential.

INA's ability to combine these elements can assist you in developing practical solutions, new
approaches, and better strategies. Consult the professionals. Write directly to John Cox,
President, INA Property-Casualty Group, 1600 Arch Street, Philadelphia, PA 19101 or call
(215) 241-2729.

Tbe resources to do it att, tbe strategies to do it right.
INA
The Professionals
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Photographed at Concannon Winery, LivermoreValley, California .

That's why they protect their winery with business insurance from The Hartford.

If you own or operate a business, you know how winery. And it's all in one convenient package that
important it is to your world. You probably also can grow as your business does.
understand the importance of protecting it. If your business means the world to you, contact

That's why The Hartford offers a broad range of an independent agent who represents
flexible insurance plans that can be custom-tailored The Hartford and

to fit the needs of almost any business. ask for a quote.
For example, The HartEord's Comprehensive Business You'll find out the

-2-\ Policy can provide all the coverages most best way to BUSINESS
( YOUR j Independent
\ FASuranCe 1 *GENT / businesses need, even one as unique as a protect your world. HOME

AUTO

LIFE ,

Let us protect your world . THE HARTFORD
-%*billituArkim,

The 1 lartford In5urance Group, Hartford, Connecticut 06115.
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Key employees' lives and health are insured,
but are you really prepared for their disability?

By Allan B. Checkoway

A RECENT STUDY made by the
Ilmarketing.department of U.S. News
and World Report revealed that most U.S.
businesses are not adequately insured:.
against the risk of the disability of a key
employee.

Of the 3.5 million small businesses with

an annual volume exceeding $500.000
surveyed:
• 89% h-ave no group temporary

disability insurance.

• 92% have no group long-term
disability insurance.
• 75% have no disability coverage

whatsoever.

While it would be rare for a business

owner to open his.doors without fire or
liability insurance, can he or she afford to
be without some kind of salary

continuation program in the event of a
total disability?

The chances of a 40-year-old male

business owner becoming disabled, for at
least a 90-day period, before age 65 are
47.7%. If there were four principals
managing a business, with an average age
of 40, chances of atotal disability would
increase to 92.5%.

Moreover, the possibility of becoming
disabled is three times more likely than
was death for the executive in the 1930s

and '4Os, accordingto the 1964
Commissioners Disability Table.

People buy life insurance because death
is unavoidable. It would appear that, since

disabilities seem to be only a remote
possibility, the disability risk has been
sorely overlooked.

Although the disability risk is always
there--and underinsured-many business

owners indicate they would continue
"some" salary for "some period of time" to
a key employee.

Let's review the problems such informal
plans create when a business continues to
pay a non-productive disabled employee.

The Internal Revenue Service tells us

that salary is paid for performing
employment duties. Hence, can the
business deduct, as a business expense,
salary payments to a non-productive
employee? I think not. This could result in
a loss in excess of $1,000 per month,
tax-free income.

Further, the employee will still be
paying Social Security taxes, though
unable to collect Social Security disability
benefits. How many of us would

knowingly pay an insurance premium for
a plan that paid no benefit?

Lastly, let's assume that a key employee ,
has his salary continued for a three-month

Allan B. Checkoway is a licensed health in-
surance adviser in Wellestey Hills.. Mass„

and principal of Professional Brokerage
Services.

Group LTD benefits
60% of salary including social security benefits: $2,500 per month
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8 6,000 3,600 500 2,000 33% 2,500 42%

Making a choice
Group vs. Individual Disability Plans

Group LTD Individual

Two-year own

occupation coverage
Definition of total disability

Cancellable?

Premium rate guaranteed?
Benefit 0Hsets?

(Social Security etc.)

Maximum monthly benefit
available

Optional benefits oHered

Can profit sharing, bonus, No

deferred compensation
etc. be insured?

Portability? No

Yes

NO

Yes

$4,000/month

None

disability andrecovers. Then, another
employee, possibly not even a key
employee in the management of the
business, becomes disabled and isexpected
to remain so for the rest of his life. How

does'the business stop paying his salary

after three months? What does one say to
the attorney that calls, mentioning that
another previous employee's salary

stopped after three months because he
recovered from his disability?

The logical solution is to establish a
formal, written, insured.

wage-continuation program for key

employees. There are many advantages of
such a program:

• Disability benefits are paid directly to
employees with premiums deductible as
an ordinary-and necessary business

expense (and the employee does not have
to pay federaltaxes on the benefit).
• A formal sick-pay program will earn

the godd will of the employee and his or
her family.
• It reflects good business management

and, hence, will attract and retain

high-caliber employees.
• An insured wage-continuation

program will add to the employee's peace

Own occupation coverage
for the benefit period
of the contract

No, to age 65

(and guaranteed renewable
to age 75)

Yes, to age 65

No

$6,000/month

Yes

• Residual (long-term
partial)

• Guaranteed insurability
• Lifetime sickness and

accident

• Cost of living
adjustments

Yes

of mind. He will know that his earning

capacity will not be terminated by a total
disability and guaranteed predictable
benefits are available through a

contractual obligation.
The most common choice for providing

disability coverage for groups of people is
group long-term disability coverage. It's
the logical choice for many reasons:
• It's the cheapest way to provide

salary continuation for alarge group of
people. It is inexpensive because the
business is insuring large numbers, plus
insurance benefits are often "offset" by
other benefits suchas Social Seeurity,

workers compensation, state cash sickness
programs, other group insurance, etc.
• It's easy to administer. A master

contract is issued to the employer with
individual certificates given to the

employees. New employees and salary
increases are covered automatically with
little effort on the part of the employer.
• It's uncomplicated and easy to

communicate to employees. Typical plans
provide 60% to 70% of earnings, benefits to

age 65, with monthly maximums available
from $1,006 to $4,000 per month.
• It's "guaranteed issue." It is

commonly written without evidence of
insurability and is the only way to offer
standard coverage to every employee.

Hence, group long-term disability does
an excellent job in providing disability
protection in the best interest of an entire

group.

However, let's. review group LTD and
how it effects. key executives in a "typical"

group. A "typical" or representative group
might consist of the following: five

executives with yearly incomes averaging
$50,000, with 25 employes averaging
$15,000 a year. All are covered by a $2,500
per month group LTD plan.

N THIS EXAMPLE, 16% of theemployees, or five; are earning 44% of

the company's total payroll.
Let's look at the actual dollar benefits in

a group LTD program at various salary
levels (see group LTD chart).

When key man A becomes disabled, he
receives $1,300 a month, after Social

Security of $500 a month, which

represents 43% of monthly salary.
When key man B becomes disabled, his

$2,000 a month, after S6cial Security of
- $500 a month, represents only 33% of

salary.
Therefore, key man B earns 100% more

than key man A-$6,000 vs. $3,000-but
his insurance company benefit is 10% less.

Considering key man B's total monthly
benefits, insurance company payment plus
Social Security, key man B actually
receives 18% less than key man A-60% vs.
42%.

Hence, due to the built-in, fixed

maximum monthly'benefits under. group
LTD programs, combined with Social

Security as an "offset," there is clearly a
discriminatory effect against higher paid
people.

Hence, I recommend that top
management give consideration to the-
purchase of non-cancelable individual
contracts as an alternative to group LTD
(see chart).

Individual non-cancelable disability is
more expensive than group LTD, but
there are clearly several key reasons
warranting the additional expense:
• Flexibility. One "boiler plate" plan

can be established by the business, then
the employees can individually select
optional benefits contingent upon their
needs.

• Higher amounts of coverage can be
issued based on total W-2 income, whereas

group LTD only covers payroll, not
bonuses, deferred compensation, etc.
• Portability. Since the individual

employee ownshis or her contract for
their entire career, it can't be terminated

upon leaving a group. If.the next employer
does·not offer disability coverage, the
client doesn't have to worry about
requalifying for new coverage should
changes in medical insurability occur.
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66LAIMS-MADE WORRIES" byKenneth S. Wollner (BI, July 6)
casts a shadow on the subject. I had long
thought it had been exposed to the
brightest light of scrutiny both from an
industry and judicial viewpoint and had
been given th€ seal of approval with the
standard of acceptability.

The major d.stinction between the
occurrence policy and the claims-made
policy constitutes the difference between
the risks insured.

In the occurrence policy, the risk
insured is the occurrence itself. Once the

occurrence takes place, coverage attaches
even though the claim may not be made
for some time.

In the claims-made policy, it is the
making of the vlaim that is the event and
peril being insured. Subject to policy
language, it does not matter when the
occurrence took place.

In terms of rationalizing the needs of
professional, commercial and industrial
segments of soeiety, a claims-made system
constitutes a r€alistic insurance

measurement.

We all know that the mere happening or
occurrence, the negligent act, error or
omission itself does not have all the

elements of an actionable claim.

Many such auts can be remedied upon
being discovered and eliminated as a
potential claim. There are many that do
not mature into a claim for years. Even
these types of claims can involve equitable
relief. If they cannot be remedied, it is at
that point in time when the claim is made.
That point is also the time of attachment,
with the measire of damages more
equitably reflecting the true values of the
economy.

How better ti measure client

expectations than at the time the claim is
made, the time when the insurance is
needed, the time coverage is in hand? This
is when the policyholder can arrange
needed limits.

The significance of inflation in the
,development oiloss histories for
occurrence coverages cannot be ignored.
During·the pas: several decades, it has
become virtually unfair to offer only
limits thebuyer contemplated at the time
of the purchase. It was not uncommon in
the 1950s to purchase liability policies with
limitsof $50,000 or $100,000 per occurrence
and $300,000 for all occurrences during the
policy period.
. Indeed, many professionals with
significant foresight did purchase higher
limit policies.

But today, of course, such limits are'
inappropriate and inadequate since claims
made today againstprofessionals arising
from their activities in th-6 1950s or·1960s

would be subjeet to the limits of that era if
an occurrence insurance policy had been

t. * ·SoL KroN is a senior

partner with the law
firm Of Kroll, Killar-
nelh Pomerantz & Ca-
meron in New York

and a specialist in in-
surance law.
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purchased during that period.
When insuring on the occurrence basis,

an insurer is not required to estimate the
number of claims or the potential exposure
to damage for many years beyond its
expiration.

As expert as these underwriters may be,
they cannot predict the inflation rate over
a period of decades, and sometimes these
policies could extend theirliabilities that
far.

It could not reasonably have been
assumed in the· 1950s.that juries in the
1960s would be awarding six-figure
verdictsto individual claimants.

Nevertheless, in determining the rating of
an occurrence policy, the insurer would
provide its best'"guesstimate" as to future
trends and fix premiums accordingly.

In contrast to the basic focus of the

occurrence policy, claims-made is not
written with a view as to when an act of

negligence may have occurred. The
coverage is provided in the year wnen the
claim is made. ,

Thus, where an insured is covered for

claims during a given year, the insurer, at
year's end, can tell whether it has had a
good or a bad year with that particular
policy or with similar policies written in
that year.

1. 1. .

A vote for claims-made
By Sol Kroll Policies have distinct advantages

for both the insurers and buyers

4.

7 T

6

It may therefore be postulated that such
coverage may be more fairly and less
speculatively priced, and, if more accurate
rating results, an immediate reduction in
premium is to be expected. The longer tail
of the occurrence policy is eliminated, and
benefits accrue toboth the industry and
the insured.

The use of the claims-made form can

correct inflation-caused imbalance or rates

on future recoveries by allowing the
insured to have current limits available to

meetcurrent claims. The policyholder can
more accurately judge the limits needed
for the coming year, based upon the size of
business, its values and the current state of
the economy.

Similarly, the claims-made form allows
the insurer to have present-day'premium
dollarsavailable to pay related claims. It is
as difficult for an insurer to predict what
premiums must bechargedtoday for
tommorow's claims as it is for an insured

to try to guess what limits to have five
years from now for today's risks.

The insurer, through the use of the
claims-made form, is able to calculate
premiums accurately, properly set aside
· reserves for the forthcoming year and,
most importantly, enable the insurer to
write certain classes of business that might

L

otherwise have gone uninsured due to the
tail of an occurrence policy. When this is
considered in a global manner, it is clear
that the claims-made insurance policy not
only fulfills the reasonable expectations of
the insured and the insurer, but also

protects society.

The problem of informing the consumer
has been solved and generally adopted as a
guide in most claims-made policies to the
apparent satisfaction of the California
Legislature by its statutory provision. It
states that each claims-made policy shall
contain prominently placed information
that coverage is limited generally to
liability for only those claims that are first
made against the policyholder while the
policy is in force.

Claims-made liability insurance
provides a reasonable alternative for
many risks. It affords both the buyer and
seller an opportunity to make a rational
judgment about the riskspresently being
underwritten, the present potential
exposure to liability and'the terms,
conditions and exclusions reasonably
required.

The use of claims-made policies will
further allow review of current claims

experience in determining renewal
premiurn. •
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Safety teacher's latest book is a must
for safety managers and investigators

By Jack B. ReVelle books & ideas
"Modern Accident Investigation and

Analysis-An Executive Guide"
By Ted S. Ferry
John Wiley & Sons,

Somerset N.J. 08873
$27.95

TATHETHER FOR analyzing a major
V V aircraft accident, an automobile

"fender bender" or an industrial injury,
for knowledge of mishap investigation or
for background to better review
investigative reports-thus ensuring
proper corrective actions-this important
new book should become part of your
reference library.

It is no surprise this easy-to-read,
ready-to-use book meets its stated
objective so smoothly.

The author, Ted S. Ferry, is a long-time
safety professional with a string of related
credits, including two other books on
safety and frequent journal articles on
accident investigation.

Dr. Ferry is the former chairman of the
safety department at the University of
Southern California where he currently is
teaching a variety of safety courses.

Divided into four logical parts and 18
chapters, the book leads the reader
through a succession of interrelated topics
that have been arranged to facilitate the
learning process.

In Part One, Dr. Ferry discusses the
need for investigations, preparing for
mishaps and getting the investigation
under way. Then in Part Two, the author
presents his views on human aspects, the
environment, materials and systems
investigation.

After that solid foundation, Part Three
reviews basic analytical techniques,
change analysis, management oversight
and risk tree (MORT), multilinear events
sequencing and technique of operations
review.

Three case studies are presented as a
part of the discussion management
failures. The section then concludes with a
chapter on fire investigation.

Part Four puts the final touches on this
comprehensive treatise, including a look at
the mishap report and legal aspects of
investigation.

In conclusion, Dr. Ferry looks to the
future by addressing the difficult question:
What's ahead for investigation?

Each chapter finishes with a summary
of the materials discussed in that chapter,
followed by a dozen or more
thought-provoking questions and a listing
of pertinent references for the reader who
wishes to learn even more about a specific
topic.

The seven-part appendix offers the
reader a valuable array of
investigation-related technical

Jack B. ReVelle is a

technical specialist in
production research
and development for
McDonnell Douglas As-
tronautics Co. He is the

author of "Safety
Training Methods."
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information. Apendix A lists 80 separate
hazard sources in two major categories:
inherent (chemical, electrical, radiation,
mechanical and miscellaneous) and
human (personal, human errors and
enviornmental).

Appendix B identifies five classes of
mood-changing drugs along with specific
examples and their major effects on users.
Appendix C offers a concise listing of the
nine MORT symbols.

Appendix D contains more than 160
energy sources in 16 major categories
including electrical; nuclear;
kinetic/linear, both in-plant and vehicle;
kinetic/rotational PV-KD (pressure,
tension); MGH (falls, drops, cranes and
lifts); flammable materials; radiation;
thermal radiaton; corrosive; explosive
pyrophoric; and toxic/pathogenic.

Appendices E and F also deal with
MORT topics. Appendix E is a six-page
detailed MORT outline while Apendix F
contains 10 pages of questions for MORT

legal briefs

1 *r*C•-2-

analysts.

Both of the appendices are excellent,
quick references for users or reviewers of
MORT.

Appendix G lists more than 30 common
substances with their melting and flash
points, along with related remarks.

This book, clearly a must for the serious
accident investigator or report recipient,
like any other literary effort has both
highs and lows. But while the highs far
outweigh the lows, it is appropriate to
point out some examples of each.

The author brings together a section
called "Analytical Techniques" that
provides basic definitions as well as
dicussions on the technique of human
error rate prediction, the change analysis
process, multilinear event sequencing and
the technique of operations review. It
concludes with Dr. Ferry's all-too-brief
review of the failings of management,
which leaves the reader wondering why
the book's subtitle is "An Executive

Guide."

The chapter.on fire investigation
provides an excellent synopsis of what is
really a world of its own.

The last three chapters clarify the real
justification for the use of the subtitle.
Looking first at reports and the reporting
process, then at the legal aspects of
investigation and finally at what is ahead
for investigation, Dr. Ferry reaffirms
himself as a leading expert in the safety
field.

Before concluding that his book is
without competition, the reader should be
aware that this is a generic effort not
intended to substitute for existing
publications in highly-specialized areas
such as traffic or aviation safety. When
this book is used in conjunction with such
more narrowly-focused efforts, it should
make an especially appealing combination
to both beginning and experienced
investigators.

Some inconsistencies found in Dr.

Ferry's latest and perhaps best effort to
date include tables on design deficiencies
related to human error, earmarks of
mental fatigue and management failure,
which should be in the appendix.

While the author refers the reader to
"Safety Management" by Grimaldi and
Simonds in the set of questions that
follows the first chapter, this book is not
included in the accompanying references
until Chapter Five.

No book I've read (including both of my
own) can claim to meet the needs of all its
readers. However, Ted Ferry has come as
close as anyone I've read to achieving this
literary goal with this important new '
book. •

Completed operations exclusion legal
The Supreme Court of Nebraska ruled

that although there was complexity
involved in the provisions of a
manufacturers' liability policy, there was
no ambiguity. It said a completed
operations hazard exclusion denying
coverage was legal.

Wayne Lavalleur owned a welding and
repair business. He was insured under the
policy in question issued by State
Automobile & Casualty Underwriters. The
policy excluded coverage for completed
operations hazard, when all contracted
operations had been completed.

Mr. Lavalleur was engaged to repair a
backhoe owned by A&A Equipment Co.
Twenty minutes after he completed the
welding and left, taking his tools, the
backhoe was severely damaged by fire.
State Underwriters denied coverage.

On appeal, it was argued that Mr.
Lavalleur was obligated to inspect and
extinguish any spark or flames; that the
fire that damaged the backhoe was
already ignited at the time he left; and that
the operation was not completed because
of his failure to inspect. The court

concluded that an operation could be
considered completed notwithstanding
that some part of the work, including
inspection, had not been performed at the
time of the injury. Lavalleur vs. State
Automobile & Casualty, Supreme Court of
Nebraska, Feb. 20, 1981 (BI/04/S.-$5).

Penalty provisions
Delay in payment of benefits under a

group program was unreasonable and un-
justified, a Louisiana appellate court said.

George Blewer was a covered dependent
under his wife's group insurance under-
written by the Continental Assurance Co.
On Sept. 1, 1979, Mr. Blewer was injured
when a shotgun accidentally discharged.
He was hospitalized and treated. No bene-
fits were payable under the plan for inten-
tional self-inflicted injuries, injuries sus-
tained in an aggressor role or any attempt
at suicide. No police report was filed.

Mr. Blewer began submitting claim
forms on Sept. 27, 1979. Under the policy,
claims were to be paid within 30 days of a
written claim. Continental nesponded to a
demand made by Mr. Blewer's attorney in

a letter dated Jan. 16, 1980, that a letter
would be mailed within two days. How-
ever, Mr. Blewer's wife later received a
letter from Continental dated Jan. 21 stat-
ing that no benefits were payable. Mr.
Blewer sued and recovered penalties of
$9,136 and $1,000 in attorney's fees.

On appeal, Continental argued that the
facts of this case were such as to put a rea-
sonable and prudent businessman on his
guard concerning whether Mr. Blewer was
injured in such a way as to justify delay in
payment. But the court said that as Mr.
Blewer's initial statement of claim stated
the cause of injury was from a hunting ac-
cident, it would have been simple for the
insurer to confirm its circumstances. Thus,
the court concluded the insurer was unrea-
sonable and unjust in its handling of this
major claim. Blewer us. Continental Assur-
ance Co., Court of Appeals of Louisiana,
Feb. 6, 1981 (BI/05/S.-$5).

A copy of an entire decision may be ob-
tained by sending $5 to Cases Unlimited in
care of Business Insurance, 740 N. Rush St.,
Chicago, Ill. 60611. List.the case number.
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Stewart Smith offers new pollution cover
Stewart Smith is offering an ex-

panded environmental impairment
liability program.

This program, which can be
written worldwide, features limits
up to $20 million per occurrence
and $40 million aggregate. Excess
limits over existing insurance are
available.

There are no exclusions for ge-
netic or teratogenic damage, prod-
uct liability or for equipment like
vehicles and watercraft. There is

also no mandatory engineering re-
quirement for light or moderate
risks.

Sudden and accidental occur-

rences can be covered, with excess

limits available over programs in
force.

For more details contact Stewart

Smith East Inc., 212-964-2929;
Stewart Smith Michigan Inc., 313-
963-7084; Stewart Smith Mid-
America Inc., 312-236-7333; Stewart

Smith Southwest Inc., 214-688-1051;
or Stewart Smith West Inc., 213-
382-6201.

Security system
Honeywell Inc. has introduced a

new security alarm management
systern.

The Honeywell Security Link
uses microcomputer controls, a
computerized central monitoring
station and the Dataphone Select-
A-Station transmission method.

The Security Link features four
Honeywell microcomputers that
are used in conjunction with the
Honeywell central station. The
HSL 7709/7719 alarm transponders
provide multiple-zone monitoring
with fire, sprinkler and burglary
alarms in one device. The HSL

7703 security control is a standard
burglar alarm. The HSL 7707 ac-
cess terminal features keyless oper-
ation, employee identification, zone
shunting and remote arming. Fi-
nally, the HSL 7701 slave transmit-
ter is a signaling device that adapts
alarm systems to new transmission
methods.

Subscribers to the Honeywell Se-
curity Link receive customized se-
curity systems, designed for their
individual security needs, the com-
pany says.

For additional details contact

Nancy E. Kays, Honeywell Inc.,
Protection Services Division, Hon-
eywell Plaza, Minneapolis, Minn.
55408; 612-870-5310.

Fire extinguisher
Justrite Manufacturing Co. has

introduced a temperature-activated
fire extinguisher, Model 25981, for
safety cabinets containing flamma-
ble liquids.

The extinguisher discharges 114
pounds of Halon 1301 when tem-
peratures in a safety cabinet exceed
212 degrees and melt the fusible
link.

The extinguisher effectively
covers up to 75 cubic feet and pre-
vents ignition of materials, regard-
less of temperature, as long as the
Halon concentration is intact. It can

be installed horizontally or verti-
cally with its own stainless steel
mounting bracket and has a three-
year warranty.

For more information contact

Justrite Manufacturing Co., 2454
Dempster St., Des Plaines, Ill.
60016; 312-298-9250.

Builders coverage
The Marine Office of America

Corp. has introduced two easy-to-
read policies that offer builders and
contractors broad insurance cover-

age.
The MOAC builders and contrac-

tors "all-risk" policy covers prop-
erty on-site, off-site and in transit.
Equipment is covered for wear and
tear, gradual deterioration, me-

products & services
chanical breakdown and rust.

Owned, leased or rented equipment
also can be insured.

The policy also covers building
collapse from the weight of ice,
snow or sleet.

Limits written depend on the cli-
ent and the risks. For further in-

formation contact Samuel Byron
Jr., Senior vp, Marine Office of
America Corp., 80 Maiden Lane,
New York, N.Y. 10038; 212-140-
2601.

Trustee E&0 policy
Sam Chapin Insurance Services

Inc. has announced it is offering a
new type of coverage for

non-profit corporations and asso-
ciations-trustees errors and omis-

sions insurance.

This policy protects all duly
elected or appointed members of
the policyholder's board. The pol-
icy features first-dollar defense
costs in addition to low deductibles

and a broad definition of "wrongful
acts."

The trustees E&0 policy is avail-
able for one or three years on a
prepaid basis. Limits up to $5 mil-
lion are available.

For more information on the pol-
icy contact Sam Chapin Insurance
Services Inc., 369 Pine St., Suite
720, San Francisco, Calif. 94104;
415-391-5790.

Liability manual
The International Risk Manage-

ment Institute Inc. is aGain offering
its General Liability Manual. The
two-volume reference set was re-

searched and written by the staff of
the institute and RIMCO Risk Man-

agement Inc.
Volume I contains rules. classifi-

cations and interpretat.ons of gen-
eral liability. Volume U has forms,
endorsements and interpretations.
Inserts with updated information
are sent to buyers quarerly for the
first year. Thereafter, updates are
available at a reasonabl. charge.

The cost per volume is $95, and
the complete set cos:s $155. To
order write International Risk

Management Institute Inc., Suite
208, Building IV, 1030C N. Central
Expressway, Dallas, Texas 75231.
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214-363-9656. Orders from foreign
nations must be paid in advance
with a 50% postage and handling
surcharge added.

Consulting service
Diversified Risk Consulting Ser-

vices introduces a full set of ser-
vices for risk identification and

management, loss control and
claim administration.

Diversified Risk Consulting Ser-
vices offers such services as insur-

ance surveys, claim audits and re-
serve analysis, self-rnsurance feasi-
bility studies, litigation support,
safety management and toxic waste
disposal programs.

For further information contact

Diversified Risk Consulting Ser-
vices, 330 Distel Circle, Los Altos,
Calif. 94022; 415-969-2388. .

I vr
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OCT 1 A New Look at CGL and Products Lia- OCT. 9 Controlling Accident Costs and Work- ity of Insurance Defense Counsel seminar spon- Warwick, Bermuda, sponsored by Risk Research agement Decisions seminar m New York, pre-
bility workshop n Saodle Brook, NJ, sponsored ers Compensation cor ference in New Carrollton, , sored by the Defense Research Institute, members, Group Ltd , 595 pounds (approximately $1,190) sented by Dr John Cozzohno, $685 per person,
by the Society of CPCL members, $85, non-mem- Md, sponsored by the International Institute of $235, non members. $270 Anthony K Karpowitz, Also Nov 1-6 in London Risk Research Group plus $50 registration fee per company, which in-
bers, $95 Society of CPCU, Providence and Su- Safety & Health, $175 zhree or more from same Defense Research Institute, 1100 W Wells St, Mil- Ltd, Bridge House, 181 Queen Victoria St, Lon- clu(les workbook and calculator Also Nov. 1749
gartown Roads, Malvern, Pa 19355 firm, $165 each Intenatonal Inst,tute of Safety waukee, Wis. 53233, 414-272-5995 don EC4V 4DD, 01-236-2175 in San Francisco Cozzolino Associates Inc, 12

and Health, 5010-A A kholson Lane, Rockville, Chippenham Dnve, West Berlin, N J 08091, 609-

OCT 1-2 Risk Management Techniques for Md 20852, 301-984-8967 OCT 1244 International Risk Management OCT 19-21 The Improvement of Product 784-7105
Municipalities seminar m Atlanta, sponsored by conference in Monte Carlo, Monaco, sponsored by Safety course in Cambridge, England, sponsored
the Society of CPCU $250 Also Oct 28·29 m Mer- OCT, 9 Actuaries' 14rh Annual Meeting In Tar- the Risk & Insurance Management Society and by Product Liability International, 180 pounds OCT 21. 25th Annual Risk Management Confer
rimack, NH Society Df CPCU, Providence and rytown, NY, :ponso-ed by the New York Ac- the Association Europeanne des Assure de L'In- (approximately $360) Also Oct 29-30 in London ence m North Hollywood. Calif. sponsored by the
Sugartown Roads, Mal,ern, Pa 19355 tuanes Club, $50 Cha-les Carroll, Ernst & Whin- dustne Risk managers, $675, other insurance in- Lesley Parkinson, Product Liability International, 63 Angeles Chapter of the Risk & Insurance Man-

ney, 153 E 53rd St. Ne York, N Y 10022,212- dustry personnel, $775 Risk & Insurance Mana- Lloyd's of London Press Ltd, Sheepen Place, Col- agement Society, members, $45, non-members. $55
OCT 1-2 First Self Insurance lInstitute of 888-9100 gement Society, 205 E 42nd St, New York, N Y chester, Essex (03 3LP, England, 01-206-69222 Donald A Craft, Ticor, 6300 Wilshire Boulevard,

America conference in New Orleans, theme 10017,212-286-9292 IAs Angeles, California 90048, 213-852-6203

"Self-insurance, Sens=ble Innovative Insurance OCT. 9 Risk Management & Hazard Control OCT 19-22 69th National Safety Congress In

Alternative", memberz $225, non-members, $300 in the Public Sector seminar in Washington, OCT 15 Hazardous Materials. Substances & Chicago. sponsored by the National Safety Coun- OCT 22-23 Aviation Law/Insurance sympo-
SIIA, 1700 E Dver Road, Suite 165, Santa Ana, DC, sponsored by tte International Institute of Wastes Training & Compliance seminar in cal, members, $60, non members, $90, $80 m ad- sium m Orlando, Fla, sponsored by Embry-Riddle
Calif 92705, 714-979 6-18 Safety & Health and Safety Management Associ South Bend, Ind, sponsored by Transportation vance Congress Planning, National Safety Coun- Aeronautical University, $225 Bob Whempner,

Director of Professional Programs, Embry-Riddle
Aeronautical University, Star Route Box 540,

Bunnell, Fla 32010, 904-672-3439

OCT 22-23 Human Error Reduction

/ '- The Case of Techniques course in Chicago, sponsored by Don
Petersen, management consultant, $275 Don Pe-
tersen, 9236 East Walnut Tree Drive, Tucson, Ariz

85715, 602-749-2319

the Innocent
OCT 22-24 International Benefits Seminar in

Montreal, sponsored by the International Founda-
tion of Employee Benefit Plans, members, $440,

non-members, $515 IFEBP, 18700 W Bluemound
Road, Box 69, Brookfield, Wis 53005

Bystander OCT 23-24 Hospital Liability and Risk Man-
agement seminar in New York, sponsored by the
Practising Law Institute, $275 Also Nov 20-21 in

Miami Practising Law Institute, Department
SWC, 810 Seventh Ave, New York, N Y 10019,

t
212-765-5700

Palsgrat vs. LIRR OCT 25-28 1981 Corporate Benefits Manage-
ment conference m San Francisco, sponsored by
the Internabonal Foundation of Employee Benefit

Ona wann morning in 1924 a young man was hurrying Plans, members, $440, non-members, $515 IFEBP,
18700 W Bluemound Road, Box 69, Brookfield,

to catch a train He jumped aboard as the train began to Wis 53005, 414-786-6700

move and seemed about to fall MRo rcnlroad employees OCT 25-29 Washington Insight on Employee

tried to help In their haste. they knocked a wrapped Benefits program in Washington, DC, sponsored
by the U S Chamber of Commerce, $825 Nancy

package out of the man's arms Turnbull or Suzanne Lulewicz, U S Chamber of

Commerce, 1615 HSt NW, Washington, DC
f-' Unfortunately, the package contained fireworks When 20062,202-659-6138

it hit the tracks, it exploded with some violence Or OCT 26-27 Eighth Annual Environment and
. 2»:

-
Safety Briefing sessions m Washington, spon-

certainly enough violence to shake the entire railroad sored by BNA Education Systems, $250 Environ-

5 § platform. ment Conference Secretary, BNA Education Sys-
tems,SuiteS-602,123125thSt NW,Washington,

a - 4* At the other end of the platform, a set of hanging scales DC 20037,800-424-9890,202-452-4420

started to sway with the impact The chain connecting OCT 26-27 Industrial Hygiene for Managers

of Hazardous Activities seminar in Arlington,
41 them to the rafters snapped and the scales tell Right on Va, sponsored by the International Institute of

Safety & Health, $295, three or more from same
,L an innocent bystander waiting for another train firm, $250 IISH, 5010-A Nicholson Lane, Rock-

ville, Md 20852, 301-984-8969

The innocent, and injured, bystander was Mrs Palsgraf
.

She held the Long Island Railroad Co responsible for the
OCT 26-28. Product Safety Engineering course
in Baltimore, sponsored by the Institute of Product

accident and sued claiming negligence Sparking a Assurance, $450 IPA, 9811 Mallard Drive, Suite
213, Laurel, Md 20811, 301-792-0710

famous courtroom battle about the extension of duty and

liability where actions result in "unforeseeable'
OCT 26-29 Loss Control Management seminar

. m Cleveland, sponsored by Factory Mutual Engi-

consequences
neering & Research Open to Factory Mutual-in-
sured members only, $495 Also Nov 1649 in San
Francisco and Nov 30-Dec 4 in Dallas Trainins

In this Landmark Decision Judge Cardozo, in a43 Resource Center for Loss Control Management

I majority, ruled that no risk to Mrs Palsgraf could Factory Mutual Eng,neering Corp, 1151 Boston-
Providence Turnpike, Norwood, Mass 02062,617

reasonably have been foreseen Therefore, the Railroad 762-4300

had no duty-nor negligence-toward her In effect, this OCT 28 Business Interruption Insurance con

precedent restricted responsibility to "foreseeable" or ference m New York, sponsored by Grower Con
ferences, $165 Grower Conferences, 20 Endell St

predictable events rather than Ihe unpredictable London WCZH 9BD, 01-240-5931

However, this opinion still generates controversy It has OCT 28-30 Techniques of IAss Control cours.
in Chicago, sponsored by the Risk & Insuranc,

been cited no less than 367 times in subsequent cases Management Society, members, $295, non-mem
bers, $395 Also Dec 2-4 In New York Rebece i

and continues to be cited in current ones Which lS why Zimm, RIMS, 205 E 42nd St, New York, N Y

this case iS as relevant today as it was in 1924
212-286-9292

OCT 29-30 Radiation Protection of the Publb

lF
At GAB, legal precedents fonp the basis of what we do in a Nuclear Accident course in Arlmgton, Va:,

Landmark Decisions like Palsgzaf vs LIRR have taught us sponsored by the International Institute of Safet,
& Health. $295, three or more from same firn.,

there are often gray areas in cases that appear to be $250 IISH, 5010-A Nicholson Lane, Rockville, ME
20852,301-984-8969

black and white And these gray areas. brought out by a
OCT 29-31 Longshoremen's & Harbor Work-4 thorough investigation. can make the critical difference ers' Act Outlook '81 seminar m San Franciso,

in the successful conclusion of any claim sponsored by the Industrial Claims Assn m coor-
eration with the U S Department of Labor, $250
Jon W Challoner, Seminar Chairman, Industrial
Claims Assn, 582 Market St, Suite 1909, San

Francisco, Calif 94104
Landmark Decisions are more than just case

references for us. Thelfre our business. NOV 14 Benefits Processing Institute pre-
gram in Williamsburg, Va, sponsored by the In-
ternational Foundation of Employee Benefit

GAB
Plans. members. $360, non-members, $435 IF'EB°,

18700 W Bluemound Road. Box 69, Brookherd,

Wis 53005, 414-786-6700

NOV 2-4 36th Annual Meeting tri Honolulu.
sponsored by the National Assn of Independent
Insurers, members, $175, non-members, $275
NAII Convention Office, Suite 1632,333 N Mich-

gan Ave, Chicago, Ill 60601 .

123 Wilham Street, New York NY 10038
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COUNT ON IT.
Your personal subscription to Business Insurance is a
fast, easy way to make sure you have full, factual and
unbiased news and information on the constantly 
changing world of loss prevention, risk financing and
employee benefit management every week.

SUBSCRIBE TODAY
52 Issues ...A Full Year Is Only $30. Just 58¢
a Copy. Use the handy subscriotion card in this issue
or the coupon. Or phone 312-649-5221 if you're
in a hurry.

Business Insurance
740 Rush Street Chicago, IL 60611
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• The Bureau of National Af-
fairs Inc. has published "Tax Act
of 1981," a 400-page book contain-
ing the full text and a summary of
the Economic Recovery Tax Act of
1981. In.luded in the book are the

legislative history of the act and its
effects on individual tax rates, de-
preciation requirements, estate and
gift taxes, energy-related enter-
prises, Incentive Stock Options,
savings incentives, commodity tax
straddles and tax administration.
The eight titles of the act, the text
of the conference committee's ex-
planatory statement and a sum-
mary of the original legislation are
also included. The cost is $12.50 per
copy. For a copy of the book, write
Bureau of National Affairs Educa-
tion Sys:ems, BNA Distribution &
Customer Service Center, 9401 De-
coverly Hall Road, Rockville, Md.
20850.

Established 1887

m. H. CGE#-& COE,5
Four World Tfade Center, New York, N.Y. 10048

212-775-1300

Atlanta · Baltimore - Bos-on Chicago · Clifton, N.J. Columbus · Dallas · Detroit
Hamilton. Bermuda· Hcuston · Los Angeles · New Orleans · New York Regional

Philadelphia· Pittsbirgh· San Francisco · Seattle· Syracuse· Toronto· Vancouver
Correspondents throughout the World

• A summary of the new tax act
and its application to defined con-
tribution plans is also available
from Kwasha Lipton, consulting
actuaries and employee benefit ser-
vices. The booklet is called "Ef-
fects and Implications of the
Economic Recovery Tax Act of
1981 on Defined Contribution
Plans." For a free copy write
Kwasha Lipton, 429 Sylvan Ave.,
Englewood Cliffs, N.J. 07632.

• INA Corp. reviews prepaid
health care in a 12-page booklet,
"Insurance Decisions: A New

Option in Health Care." For a
free copy write INA, Department
R, 1600 Arch St., Philadelphia, Pa.
19101.

• The summer 1981 edition of

Poster, the group client publication
of State Mutual Life Assurance Co.
of America, looks at four cost-cut-
ting group insurance alternative
programs. The issue is subtitled
"Creative Approaches to the Ris-
ing Cost of Group Insurance."
The publication explains what the
alternatives are, describes how
they work and compares their
strengths and weaknesses. For a
free copy write Poster, Group Mar-
keting, State Mutual Life Assur-
ante Co. of America, 440 Lincoln
St., Worcester, Mass. 01605.

• An eight-page, full-color
booklet describing integrated secu-
rity system capabilities is available
from Johnson Controls Inc. Called
"Security Systems," it provides
answers to the need for controlling
access, maintaining surveillance,
detecting intrusion and maintain-
ing the security system after it is
installed. To obtain a copy write
Johnson Controls Inc., Marketing
Communications, Box 423, Milwau-
kee, Wis. 53201. Ask for publication
2105.

• The Government Printing Of-
fice has increased the price of a do-
mestic subscription to OSHA's Gen-
eral Industry Safety and Health
Standards to $60. A foreign sub-
scription is now $75. The general
industry standards is Volume I of
six volumes offered through the
printing office's subscription ser-
vice. Subscribers receive the basic
manual and any changes to the reg-
ulations until the printing costs of
the updates exceed the subscription
price. Current domestic subscribers
will be charged $55 to renew their
subscription. Foreigners will be
charged $68.75. The price increase
affects only the volume on general
industry standards. For informa-
tion on ordering the publication or
other OSHA volumes that cover
maritime standards, construction
standards and other regulations
and procedures, write Superinten-
dent of Documents, Government
Printing Office, Washington, D.C.
20402; 202-783-3228.

• Industrial Risk Insurers has

published "How to Prevent Win-
ter Fires," a booklet designed to
help identify and correct any con-
ditions that could impair a plant's
fire protection systems and result
in a loss during the winter. For a
free copy write Communications
Department, Industrial Risk Insur-
ers, 85 Woodland St., Hartford,
Conn. 06102.

tional brochure you'd like to send to
buvers Of insurance? Business Inst£7·-
ance will describe your material as an
editorial service in the weekly Info for
Buyers column. Simply send us a
short description Of the material to b€
offered, along with a cost and a mail-

to Info for Buyers, Business Insur
ance, 740 N. Rush St., Chicago, Ill
60611.



John Fisher named
Nationwide chairman

John E. Fisher will become gen-
eral chairman and chief executive
officer of Nationwide Insurance on
Oct. 1.

Mr. Fisher will succeed Dean W.

Jeffers, who is retiring.
Nationwide also announced the

following appointments: Peter F.
Frenzer named executive vp of in-
vestments; Jack A. Baughn
named senior vp of marketing; C.E.
Lacey named senior vp of finance;
Robert H. Ourant named senior
vp of corporate services; Wendell
D. Turner and Edmond Coughlin
named senior vps for field opera-
tions; Ohmer 0. Crowell named
senior vp for business operations;
and James A. Taylor named vp
for western development.

Other insurer changes:
Great American Insurance Co.

named William G. Bryant head of
the special risk department in its
San Francisco office.

Irvin G. Wilmot named execu-

tive vp for health affairs of Blue
Cross & Blue Shield of Greater
New York.

Reinsurers

Donald F. Merkel Jr. promoted
to manager of the treaty retroces-
sional underwriting department of
American Re-Insurance Co. in New
York.

North American Reinsurance

Corp. announced several promo-
tions: Martin R. Brady Jr. named
secretary and manager of bond
marketing and underwriting; Ri-
chard M. Young named secretary
for bond marketing and under-
writing; Stephen F. Patterson
named vp of treaty marketing;
Darrius G. Baker named New

York City branch manager; James
G. McDonald named San Fran-

cisco branch manager; Cal B. Rees
named Seattle branch manager and
assistant secretary; James R. Wil- '
liams. named ·resident manager of
the Denver branch; and William
A. Hodges named Kansas City
branch manager.

Agents/brokers
Frank House Jr. promoted to

president and chief executive offi-
cer of Corroon & Black, Engel-
House Insurance Inc. of Birming-
ham, Ala.

Leo M. Schroeder joined Frank
B. Hall & Co. of Minnesota Inc. as

senior vp. Alan R. Diamond also
promoted to senior vp at Hall of
Minnesota.

Other suppliers
James E. Buncher named presi-

dent of INA Health Care Group
Inc. and INA Healthplan Inc. Both
are based in Dallas.

Roy Erwin named president and
chief executive officer of Beech

Street Insurance Services, a whole-
sale insurance and risk manage-
ment consulting firm in San Diego,
Calif.

Several promotions were an-
nounced at A.S. Hansen Inc. Craig
A. Olney named consulting princi-
pal in the Chicago office. Carl
Bruno, Joseph J. Rosmann and
Richard T. Tani promoted to sen-
ior consultants in Chicago. Hoyt
W. Doyel and Thomas M. Riley
named-eensulting-principals and
Richard L. Doherty named senior
consultant at the Dallas office.
John K. Ware promoted to con-
sulting principal in the Larkspur
Landing, Calif., office. Deborah
Armstrong named assistant con-
sultant in the Toronto office. Ste-
vie Walters named consultant in
the Houston office. Thomas E.
Shea named consultant in the New
York office.

comings &
goings: industry

Excess/surplus

Peter L. Johnson named presi-
dent of Texas Marine Underwriters

Agency Inc. of Houston.
Three people were promoted at

Universal Security Insurance Co.:
Beverly Corbin named senior cas-
ualty underwriter in the San Fran-
cisco office; and Tom Dean named
casualty underwriter in. the. Iwos
Angeles office. .
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PCS = Professional
Cost It's no wonder more

of the nation's largest
Savers insurance companies,

Health & Welfare funds and major employers are endorsing

oustness znsuTance, Dep:emoer 61,1301 / aa

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

fit . . less than half the cost of a typical dental plan: yet, much
more visible.

It makes a lot of sense!

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

Professional Cost Savers - to administer their Prescription

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

catedcost controls can save much morethan most firmsthought
was possible.

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

aspirin bill by taking the headaches out of Prescription Drug Plan
administration. PCS is the Number One administrator of Pre-

scription Drug Plans.. because we've been doing it for years
- better, faster, more reliably than anyone else!

Big claim? You bet. But, we can prove it. So, let us tell you the
complete PCS Story. Write: Pharmaceutical Card System, PCS
Building, 2005 North Central Ave. Phoenix, AZ 85004. Or,
Phone: (602) 257-1500, Ext. 251.

PHARMACEUTICAL Mal Aa -11

a Foremost-McKesson Company 

Here is how you can gain all
the Advantages of a captive

Insurance Program ...without any
of the Disadvantages!

When you buy...
1. A «Paid Loss Retro" from a proven insurer of your choice-with

good claims, statistical, loss prevention, and retro factors.
2. A «Retro Penalty" policy from an admitted Pennsylvania company.

You eliminate the need for ...
1. Renting or capitalizing

a captive

2. Front Company
3. Buying Reinsurance
4. Management Company
5. Outside Attorneys

and Accountants

6. Foreign Taxes and
Federal Excise Taxes

7. Staff and Underwriters
to write Unrelated Risks to

Satisfy IRA Deductibility
8. Going into Insurance

Business

For Risks with premiums under $1,000,000 it's the best of both worlds plus
it practically eliminates penalties of Retros due to adverse loss experience.
Have your Broker obtain a Paid Loss Retro quote from the Carrier of your
choice and have them also obtain a Retro Penalty-Premium quote through
the Managing General Agents: Call or write.

MANAGING GENERAL AGENTS

Euclid Services, Inc.
18 East 69th Street

New York, N.Y. 10021

(212) 737-3600
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Wellness program
paying dividends
Continued frompage 1
treatment of cardiovascular, dis-

eases. A breast cancer screening
program of 23,492 female employ-
ees identified 42 breast cancers in

the past five years, representing a
savings of $269,000, while a colon-
rectal cancer screening program
saved $85,000.

Teaching employees medita-
tion techniques to modify symp-
toms related to stress saved the

company $268,000. A fitness pro-
gram of stress testing, exercises to
do at home, group reinforcement
sessions and periodic re-testing has
lured 100 participants and saves the
company $103,000 annually in the
treatment of cardiovascular dis-
eases.

New York Telephone's alcohol-
ism program has an 85% rehabilita-
tion rate and saved $1.56 million in
1980, Dr. Wood said. The company
averaged 300 cases of alcoholism
each year for the past seven years;
the savings assume an average 60-
day absence and $2,000 treatment
cost per alcoholic annually.

The dollar savings of Health
Care Management programs do not
include improved productivity nor
the 15 lives saved annually from
lung disease through the smoking
cessation program; six lives saved
through the breast cancer screen-
ing program and four lives saved
each year from cancer through the
colon-rectal . screeening program,
Dr. Wood said.

Tempering the savings from the
health care programs is last year's
bill for employee health care at
New York Telephone Co.: $187
billion. That figure represents 12%
of the company's total wage pay-
ments and is an 11% increase over
1979. But Dr. Wood said the Health

Care Management programs are
slowing the upward spiral of the
company's health care costs.

In the Canada Life survey,
University of Tor6nto researchers
documented the company's savings
of $36,975 in health care costs and
$231,000 in employee turnovers the
first year. They compared the Can-
ada Life figures to health care and
turnover costs of another Canadian

insurance company that had no fit-
ness program.

The study of Canada Life's fit-
ness program in 1978 shows health
care cost savings of $85 for each of
the 435 participants in an exercise
program. They represented 20% of
the total employees at the insur-
ance company.

In a closely matched control
group at North American Life In-
surance Co., annual health care
costs for the same period were
$113.70 per employee. Based on the
experience at Canada Life, North
American .Life has since intro-

duced a fitness program.
The study also noted "consider-

able economic impact"- of the re-
duction in employee turnover at
Canada Life from 15% to 1.5%

when the fitness program was in-
troduced. A 22% reduction in ab-
senteeism was also recorded.

The cost of hiring and training a
new employee averaged $6,250,
ranging from $4,000 for clerical
employees to $8,500 for executive-
level employees.

The combined lower turnover

and reduced absenteeism minus an

estimated $50,000 annual cost of
running the fitness program show a
net savings to Canada Life of
$231,000, the study concluded.

"The fitness program was a sue-
cess from the word go," said
Veronica Marsden, an administra-

tor for the Canada Life program.
"We've had tremendous support
from senior management; 80% of
them are taking fitness classes."

Now more than 500 Canada Life

employees are taking the half-hour
exercise classes that are booked

solid during midday. Classes are
also offered in the morning before
work and in the late afternoon.

New York Telephone Co.'s expe-
rience was highlighted in a study of
savings from wellness programs
around the country by Dr. Charles
A. Berry, former chief medical
director of the U.S. space program
who was commissioned to conduct

the survey by the Health Insurance
Assn. of America last October.

Based on information employers
supplied to Dr. Berry, the associa-
tion's 300 member health insurance

companies will urge their group
Continued on facing page

Estimated cost savings by N.Y. Telephone
health promotion programs

Dollar savings in absence & treatment costs per year

Health Promotion Program Coronary Lung Disease Cancer Svess Low Back Alcohol-related

Heart Disease Disabllity Disability

Smoking cessationl $645,000

Cholesterol reduction: 240,000

Hypertension control: 663,000

Fitness training 103,000

Stress management

Alcohol abuse control*

Colon-rectal cancer

screening

Breast cancer screening

Healthy backs

$1,400,000•

$ 85,000,

269,000•

$268,000

, $302,000

$1,565,000

'57% quit rate. 216% screened had Cholesterol values  300 mg./dI. 9% reduction in cholesterol achieved by nutrition program.
35,200 hypertensive employees. Demonstrated 79% brought to normotension.
4300 newcases per year. Comistent 85% rehabilitation rate. Assumption: 60 days absenceannually plus $2,000 treatment costs saved for 85% cases annually.
SAnnual cost for back disability atou·set was $5,600,000 per yer.
6Plus 15 Uves saved annually. 7Plus 4 lives saved annually. 'Plus 6 lives saved annually.
Source: Health Insurance·Assn. of america

IN LIABILITY CASES:

EACH DOLLAR INVESTED IN IRA
REHABILITATION CAN SAME

$7 IN CLAIMS PAYMENTS.
For more than a decade, International

Rehabilitation Associates, IRA, has been
active in the liability field. IRA serves insurers
and the disabled by providing accident victims
,With highly effective professional rehabilita-
tion services.

Over this long period, statisti6al informa-
tion has accumulated on the many cases
which IRA has handled for the nation's major
underwriters. Bottom-line, their average
return-on-investment is over 700%: seven

dollars saved for each dollar spent on
rehabilitation.

A number of inter-related factors account
for this record 6f achievement. Overall, they
stem from IRAs unique ability to act in an
open and cooperative manner with all parties

. plus the company's keen awareness of the
needs, pressures and concerns that enter into
liability situations.

One of IRAs primary goals, when it enters
the picture, is to assess the injured party's



Continued from facing page
health insurance policyholders to
introduce major-disease prevention
programs for their employees.

In his report, Dr. Berry stressed
that the savings cited are conserva-
tive. "It is difficult, if not impossi-
ble, to place a dollar figure on im-
proved performance of those who,
while physically present, are really
50% absent due to alcohol, mental

stress or other problems ... At-
tempts will be made to obtain these
data as we go forward."

While the savings estimates of
New York Telephone were the
most extensive, Dr. Berry's report
also cites other examples of savings
through wellness programs:
• At General Motors, it is esti-

mated that its Employee Assistance
Program, which began in 1972 as a
way to assist employees who, for
whatever reason, exhibited de-

teriorating job performance, pro-
duced at least a 3-1 return on dol-

lars invested.

Formally called GM's Substance

4
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Abuse Program, its director, Ro-
land Austin, said about 60% of the

employees referred to the program
are alcoholics while the rest have

personal problems and need to be
referred for help in the commu-
nity.

During ·the first year of the pro-
gram, costs decreased in these
areas: lost time was down 40%;
sickness and accident benefit pay-
ments were down 60%; grievances
were down 50%; and on-the-job ac-
cidents declined 50%.

The Pontiac Division's rehabili-

tation of 25 alcoholics saved the

company 10,850 lost work hours
and $9,878 in disability insurance
benefit payments.

Oldsmobile's program, involving
117 hourly workers and costing
$11,114, produced a 49% decrease in
lost hours; a 29% decrease in dis-

ability benefit payments; and a 56%
decrease in leaves of absence.

• At Campbell Soup Co. in
Camden, N.J., a colon-rectal cancer
screening program saved $245,000

medical situation and make informed recom-

mendations on possible ways of reducing
hospital or out-patient costs. That benefits the
insurer by creating a better atmosphere for
the claims-settlement process, thus aiding in
the control of special damages.

For maximum results, rehabilitation pro-
cedures should be started at the earliest possi-
ble time. Thus, residual effects of the trauma
or injury can be minimized for the benefit of
both claimant and insured alike. IRAs voca-
tional and job-placement services also impact
favorably in the resolution of most cases.

Finally, as independent, third-party profes-
sionals, IRA helps open channels of commu-
nication between medical and legal personnel,
insurance carriers and claimants. This tends to

minimize contention, misunderstanding and
financial pressures that often prolong settle-
ments-or make them unnecessarily expensive.

over 10 years. The company esti-
mated that each case of colon-rectal

cancer costs $66,000 in medical fees
covered by insurance and lost time
and replacement costs if a new em-
ployee must be trained.

According to Campbell's figures,
6.5 cases of the cancer could have

been expected. But through the
screening, 4.5 cases were prevented
for a savings of $297,000 (4.5 can-
cers at $66,000 each). The program
costs $52,000 so the actual savings
was $245,000.

• Under a stop-smoking pro-
gram at Dow Chemical Co.'s Texas
Division, one quarter of the 33% of
employees who smoked quit.
Smokers there averaged 5.5 days
more absenteeism, 7.7 days more
disability and 12% more illnesses
per year than non-smokers.

Cost is a big concern to com-
panies that are considering adding
health programs to their benefit
packages. Economic problems last
year resulted in curtailment of one
company's primary health re-

ounness znsUTance, Jepiemoer zi, 1701/JI

source, a swimming pool (see re-
lated article).

Other companies are using com-
munity resources to bring health
awareness to employees instead of
paying for an in-house program.

IBM, for example, introduced
health education to 25,000 employ-
ees a year ago with seminars on ex-
ercise, smoking cessation, stress
management, weight management,
healthy back, first aid and cardio-
pulmonary resuscitation, offered
through community groups.

A typical program is one spon-
sored by IBM for its facility in Re-
search Triangle Park, N.C. Some
1,400 of the 7,500 employees there
took part in classes taught by in-
structors from organizations like
the YMCA, American Cancer So-

ciety and American Heart Assn.
"The courses were received very

positively with the enrollment this
fall 77% higher than the number
who took classes last spring," said
John Bono, who is in charge of the

.

.

As the nation's largest and most skilled
independent rehabilitation firm, we know
this to be true: what's best for the claimant-

making sure that he or she can return to a pro-
ductive life-is also best for the insurer. With a

network of over 1,100 professionals, in 51 con-
veniently located offices across the U.S. and
Canada, IRA can deliver its full range of lia-
bility services whenever and wherever needed.

IRA brochures explain how our innova-
tive system of rehabilitation produces financial
benefits in liability cases-and with IID and
workers' comp as well. Contact: George
Welch, Chairman, International
Rehabilitation Associates, Inc., 985
Old Eagle School Road, Wayne, PA
19087. Tel.: (215) 687-9450.

international rehabilitation associates, inc.

health education program at Re-
search Triangle Park.

Other corporations with wellness
programs, like Control Data Corp.,
Chase Manhattan Bank and Hospi-
tal Corp. of America, are still moni-
toring them to determine if they
save money.

"It looks very positive so far,"
said C.R. (Dick) Sommerstad, mar-
keting manager of Control Data's
StayWell program, as he evaluated
the company's experience in health
assessment, education and individ-

ual and group activities in health
management.

StayWell has been part of the
Control Data employee benefit pro-
gram since 1978, and the company
is now marketing it to other cor-
porations. The program includes
screening for potential medical
risks, courses in health education

and lifestyle changes, activities
such as support groups for people
trying to lose weigh and stop-
smoking groups.

Chase Manhattan Bank has had

an executive fitness program for
six years. "It's a tough program, ri-
gidly structured and administered,"
said Medical Director Dr. Granville

Walker, "but there is a waiting list
to get into it among the 600 vp-level
employees who are eligible.

"Participants in the program
have told me it's the one employee
benefit that's not for the ultimate

benefit of their spouse's second
husband or wife," he said.

Participants in the Chase Man-
hattan program are screened before
starting, given a personalized set of
exercises that require them to re-
port to the fitness laboratory-
staffed by exercise physiologists-
two or three times a week.

"As they move through the pro-
gram, we give them more challeng-
ing exercises," Dr. Walker said. "If
they don't maintain attendance, we
drop them from the program and
send their track shoes back through
the interoffice mail-the ultimate

indignity."
At Hospital Corp. of America fit-

ness means more pay for employees
through an incentive plan that pays
them to jog, walk, bicycle and
swim.

The 2-year-old plan currently
pays 96 cents per mile for swim-
ming a minimum of 7.5 miles per
month; 24 cents a mile for jogging
and walking a minimum of 30
miles a month and six cents a mile

for biking a minimum of 120 miles
a month.

HCA has spent $13,089.68 for fit-
ness incentives since the program
started. Although there are fewer
employees in it now than when it
began-126 compared to 161 at the
outset-they are more actively par-
ticipating, a company spokesman
said.

"We're trying to determine
whether the program has been cost
effective," the spokesman contin-
ued, "but our study isn't com-
pleted."

While cost effectiveness is a

strong incentive for some com-
panies to start a wellness program,
more than one health consultant

questioned the wisdom of measur-
ing benefits with dollars and cents.

"Expensive programs dealing
with large numbers of employees
are just frosting on the cake,"
Chase Manhattan's Dr. Walker

said. "The important tool I've
found is teaching people to take
care of themselves."

Dr. Jerome Zuckerman, an exer-
cise physiologist and president of
Cardio-Fitness Systems Inc., execu-
tive fitness centers in New York,
says, "There's no question that peo-
ple who are fit are more produc-
tive; they enjoy their work more
and accomplish more."

He doesn't believe that cost effec-

tiveness should be the biggest mea-
sure of the programs' worth. "I
point out that no one's come up
with a good cost-effective rationale
for corporate dining rooms or lim-
ousines." •
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Interest growing
in wellness plans

Corporate interest in wellness
programs is booming, health con-
sultants say.

They point to the growing
number of corporate fitness direc-
tors and increasing requests for in-
formation on lifestyle management
classes for employees as proof.

"The interest in wellness is there,
despite economic problems some
companies are facing," said Ann
Kieshaber, manager of wellness
and cost management information
for the Washington Business Group
on Health.

"Companies are finding the ben-
efits far outweigh the relatively
small cost of wellness programs,"
Ms. Kieshaber said. "They don't
have to make a million-dollar in-

Extra Thrust for Challenging isks
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vestment; a physical fitness room
could be set up and equipped for
less than $2,000."

There's much more to wellness

than physical fitness, Ms. Kie-
shaber pointed out.

"Companies are looking at en-
vironmental changes-no-smok-
ing-on-the-job policies, for exam-
ple," she said. "We're also seeing a
big rise in interest in stress man-
agement programs."

Dr. Dennis Colacino, fitness
director at Pepsico Inc. in Pur-
chase, N.Y., and head of the
American Assn. of Fitness Direc-

tors, said: "We're getting 20 new
members a week with a surge of in-
terest in employee fitness programs
from hospitals."

Lynn Jones of the American
Hospital Assn.'s Center for Health
Promotion noted, "We're getting
from 60 to 90 requests every month
for information on health educa-

tion programs."

But in some cases, tight budgets
can change original fitness plans. It
might mean closing a swimming
pool to save funds to keep employ-
ees on the job or closing an in-
house gym when keeping the fit-
ness program would have required
more expensive facilities to accom-
modate the employees.

Corporate interest in all aspects
of wellness has radically changed
the "workout-in-a-sweaty-gym"
approach of several years ago. Now
some corporations provide fitness
centers for employees and others
send executives to plush exercise
centers.

Dr. Jerome Zuckerman, an exer-
cise physiologist, heads Cardio-Fit-
ness Systems Inc. in New York, one
of the most sophisticated ap-
proaches to executive fitness.

(Fitness Monitoring has opened a
similar center in the Chicago area.
See related story on page 40.)

With two locations in midtown

Manhattan and 2,600 clients, Car-
dio-Fitness draws executives from

corporations such as Time Inc.,
MeGraw-Hill, Simon & Schuster,
Pfizer and Bristol-Myers. They re-
ceive a personalized exercise pro-
gram that includes a workout with
a variety of machines, weights and
treadmills for running.

The annual cost is $650 per exec-
utive and as one corporate client
noted, "We can't say we've saved a
specific amount of dollars by send-
ing executives to Cardio-Fitness,
but an informal survey showed
they consider it one of the most im-
portant benefits they have."

"The people in our program have
shown a significant decrease in cor-
onary risk factors including hyper-
tension, cholesterol and trigly-
cerides and the percentage of body
fat to body weight," Dr. Zucker-
man said.

While some corporations send
their executives to exercise centers,

others provide health education
programs and let their employees
work out their own approach to
wellness.

At General Mills Inc. in Minne-

apolis, "We have all the compo-
nents of a wellness program, but
not under one umbrella," said
Emily McClellan, head of employee
health education.

The company has been involved
in a number of health programs,
from a pilot program for breast
self-examination for 1,100 female
employees with the assistance of
the American Cancer Society and
United Way to a stop-smoking pro-
gram through community groups.

A year and a half after the first
group of General Mills employees
graduated from the smoking cessa-
tion program, 50% of them are still
not smoking, Ms. McClellan said.

At IBM, a health education pro-



gram is available for all 25,000 em-
ployees throughout the nation, but
it's strictly voluntary.

IBM divisions offer classes taught
by community health groups; the
classes are not offered during work
hours.

"The classes have a how-to ap-
proach," said John Bono, head of
the health education program at
IBM's Research Triangle Park,
N.C., facility. "We shy away from
making them mandatory."

At Flick Reedy Corp. in Benson-
ville, Ill., fitness has had to take a
back seat to the economy.

"When the economic crunch

came and we were considering lay-
ing off employees, it was going to
be awfully hard to tell them that
we could still afford to maintain a

swimming pool," said Robert Stein,
Flick Reedy's director of adminis-
trative services. The company su-
spended its fitness efforts by clos-
ing the company pool last year.

Flick Reedy's swimming pool
was included when the plant was
built in the early 19605. "Until last
year, the pool was constantly in
use, not only by employees and
their families, but we also allowed
community and church groups to
use it," Mr. Stein said.

The pool was hooked up to the
company's fire-fighting system,
giving the Flick Reedy a slight ad-
vantage in fire insurance premi-
ums, Mr. Stein added.

"But in 1980 we were hit with

hard times, economically," he con-
tinued, "so we closed the pool. It
reopened this summer, but without
heat. The cost of heating the pool
was about $5,000 to $6,000 per
month, so we're getting a savings
there."

The pool is no longer open to
community groups but enjoys
"moderate" use by the most hardy
of Flick Reedy's 800 employees, the
ones who don't mind swimming
laps in 65 degree weather.

"We'll keep the pool open
through the winter," Mr. Stein said,
"and we may do some heating of it.
It depends on the economy.

"Whether the pool has been a
cost-effective benefit is something
I've tried my best to nail down," he
continued. "But it's difficult to fig-
ure; there are so many variables."

What it all boils down to is "man-

agement's belief that the pool is
worthwhile," he concluded. "But if
it comes down to a choice between

the pool being open and employee
layoffs, the pool will be closed."

At New York Telephone Co., an
in-house gym was closed because
employees were using it to "beat
the system designed to graduate
them to a program of home exer-
cises," said Dr. Loring W. Wood,
medical director/research and de-

velopment.
The gym was available to em-

ployees who were judged to be high
risks for developing coronary dis-
ease, he said. "As they reached
their optimum level of fitness, we
would graduate them to a home
program so the training facility
could be used to reach more peo-
ple."

The gym was so popular, how-
ever, participants in the program
didn't want to graduate. Their re-
luctance to leave it and the pro-
jected cost of building gyms to
reach the majority of New York
Telephone's 80,000 employees
caused the gym's demise.

"The cost of more gyms would
have been in the range of $6 mil-
lion," Dr. Wood said, "while the

annual cost to the company in lost
time and hospitalization from coro-
nary diseases was $4 million."

New York Telephone scrapped
the in-house exercise facility ap-
proach and substituted a program
of at-home exercises for the high
risk people. It may not be as attrac-
tive as the gym, but the company
realized savings of $103,000 last
year from the exercise program.

Politics played an indirect role in
the fizzling of a fitness program at
General Mills.

The program, begun two years
ago, offered a variety of prizes as
incentives for employees to com-
plete levels of exercise in a pro-
gram endorsed by the President's
Council on Fitness. The grand prize
was a trip to the Moscow Olympics.

"It was a noble effort but the fol-

low-through wasn't good," a com-
pany spokesman said. "In order for
it to be successful, it would require
a much more structured organiza-
tion than we are."

The program required employees
to carry out the exercises on their
own and enthusiasm for the pro-
gram waned.

With the cancellation of U.S.

participation in the Moscow Olym-
pics, the grand prize was changed,
too. The winner got a vacation in
the Virgin Islands.

The exercise program was dis-
continued after a year. "In the view
of management," the General Mills
spokesman said, "it didn't reach
enough people to warrant the cost."

-By Margaret LeRour
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1 Communications Handbook
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At last, here is an informative handbook for making

 benefit communications more effective!
Successful step-by-step techniques are revealed to increase employee interest understanding, appreciation and G£.24prudent use of benefits.

 Written by award-winning creative director Dennis Sce,
Hommel, this concise manual tells how to evaluate available ·

 media, select a communications consultant, plan an effective OESOF158creative strategy, determine true costs and execute mes-
 sages dynamically!

It also gives tips on how to gain management approval

 for an ongoing communications budget, and much more.
Truly a valuable guide for any Benefit Manager.

0,Ho.ton,duc, Emoloyelli.*In$20.00, P&H and sales tax included. 30 day money back
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guarantee. D&8 rated firms may send P.O., others must

 include payment. No CODs.
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We had thevisiontocreatean
insuranceplanfor cable T.V.

We saw the future of cable T.M long before it
became a household word.

So we were there to help insure the success of'
one of the fastest growing industries in the country.

We're Puritan. And what makes us different

from other specialty insurance companies is our
ability to innovate new markets. You might say, it's
one of our specialties.

For instance, we recognized the need for an
improved mobile-home policy. So we developed a
flexible "easy read" alternative to the old package
format.

We also looked at established markets and.

offered fresh view points-like a three-tier pricing
system for motorcycle insurance. Because we felt
a good driver deserved a better price.

It's this kind of innovative thinking that has
not only earned Puritan an A+ rating from A.M.

Best Co. but also helped us maintain an annual
growth rate of 50%.

In fact, our growth has been so phenomenal
that in the first half of 1981 alone, we've had over a
20% gain in new agents.

So if you're looking to expand in specialty
markets, perhaps you should look to Puritan. Be-
cause to broaden your market, you need a com-
pany that's innovative
enough to broaden I PURITAN
theirs. -6 INSURANCE

To find out how I I COMPANY
Puritan innovation can Al

further your growth, Stamford, Connecticut 06905

3003 Summer Street

write to M R Haug,
Puritan Insurance Company 8 GeneralVice President, Puritan is an affiliate of the Ifij. Electric

Insurance Company. c,8, cY,Sdi 2 1 !251!!
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Self insuring
workers' compensation

/ Workers' compensation. Malpractice.
>f product liability. Fire. Auto. Whateverthe

casualty or property exposure you've
thought about self insuring, we can tell you
about potential cash savings, as well as
provide all the help you need to effectively
manage risk.

We're St. Paul Risk Services, Inc., a
subsidiary of St. Paul Fire and Marine
Insurance Company. That's an affiliation
that gives us more than 125 years of
property and casualty risk management
experience.

S We start with a feasibility study. It
f» includes an analysis of your present

insurance program. claims loss history,
ist financial position and future plans. We can
* tell you very early in the game whether it's a
58:f» big gamble or not.
* If you decide to move ahead and plan for

a workers' compensation or other type of
self insurance program, we can provide a

part or all ofthe services. Actuarial studies.
Loss prevention and contr61. Industrial
hygiene and environmentallaboratory
testing services. Claims administration.
Reinsurance and excess coverage
placement through licensed agents and
brokers. Complete handling of a risk
management and self insurance package if
you desire.

Think about it. Then give us a call. A
winner's hand with a big cash-in could be
yours for the taking.

ami111®

RiskPIan
St. Paul Risk Services, InE
230 Hamm Building, 408 St. Peter Street

St. Paul, MN 55102 (612) 221-7203

Photo: R. Bruce Dold

The Fitness Monitoring program evaluates a person's strength.

Risk factors reveal

truth about health
By EILEEN NORRIS

LAKE GENEVA, Ill.-At Fit-

ness Monitoring, they size up your
health, plug in your risk factors
and have a computer spit out a
damage estimate of your body.

Few people come into the clinic
fine-tuned and damage-free. Most
need at least some work, whether it
be a complete overhaul or just a
minor tuneup.

But, no matter what the shape,
everyone leaves the clinic with a
do-it-yourself kit for a low-risk li-
festyle. It 'ts individually tailored, of
course, for different makes and
years.

This preventive health business
is geared toward assessing an indi-
vidual's health or the fitness of an

entire company.
For the latter, Fitness Monitor-

ing has an on-site screening pro-
gram, where they bring the health
hazard appraisal program to the
worker.

Each employee fills out a health
history questionnaire and then a

blood chemistry analysis, a blood
pressure reading and a body com-
position test are taken.

The tests, which cost $60 per em-
ployee, help to evaluate which em-
ployees might be candidates for
heart disease within the next five

years.

For example, if 300 workers are
evaluated, 40 might be deemed
high-risk clients and recommended
to go through Fitness Monitoring's
complete cardiovascular stress test,
says Dr. LaVon Johnson, technical
director of the clinic.

Normally, though, when com-
panies send their upper-manage-
ment and executive employees for
testing in place of a yearly physical
exam, the process begins at home.
The employee fills out a 10-page
health questionnaire designed to
reveal and pinpoint medical prob-
lems and lifestyle habits.

When the client arrives at the

monitoring clinic to be tested, the
subject has fasted for 12 hours so
that the blood sample will be accu-
rate.

1 s #s\1tCONSERV ION SERVICE

; SERVICE INTERNATIONAL (U.S.) INC
NORDSTERN

 Omees in: AMSTERDAM
BRUSSELS COLOGNE LONDON MADAIO PARIS ZURICH

116 JOHN STREET, SUITE 406, NEW YORK, N.Y. 10038 ·TELEPHONE (212) 227-2224
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It's a quick change, then, into the or prevent coronary heart disease better eating habits are stressed for testing, it's not unusual to hear "I today's experience borders on epi-
shorts and warm-up Jacket pro- including blood pressure, levels of others don't want to know (what's wrong) demic proportions
vided to begin the series of tests cholesterol and sugar in the blood, So far, the results have been en- with me Now, fitness experts and doctors
and measurements The climax is a smoking, tension, Job stress and couraging, with about 80% of the But no one seems to complain are agreeing that the next major
stress test. family history of heart disease clinic's clients reporting they've about the good or bad news they're advance in health will come from

The clinic charges $230 for the Doctors then sit down with each made lifestlye changes after going dealt at the clinic Instead, lt'S what people are willing to do for
testing, which takes about one hour patient and explain how many risk through the testing nothing but praise and thanks for themselves
and 40 minutes, says Dr Johnson, points they tallied during the day's "If people walk out of here and the clinic's staff members Fitness Monitoring agrees with
who is one of only two full-time testing and what they can do to don't change, then we've failed," In some cases, it can be a last that philosophy
staff members employed by the lessen those numbers and their says Dr Johnson chance at a healthier level of fit- The company is planning to open
clinic For another $100, Fitness chance of heart disease 44

Fitness Monitoring is centered ness, but whatever it is, it's a start- up one or two new facilities within
Monitoring will give clients a head- Other weaknesses, such as poor on the notion that every person has ing point, says Dr Johnson the next year Chicago, its north-
to-toe physical exam abdominal strength or slow reac- a unique starting point for im- Some people never get a second west suburbs and Milwaukee have

"The company and our insurer tion time, are also listed on the provement It is our task to identify try at changing the way they live been pegged as possible sites
pay for a yearly physical, so a lot of printout that is given to the patient, that point and provide you with a In 1979, over half of all deaths in "I want these clinics to be all
the guys come here," says Dan Dr Johnson says recommended lifestyle change pro- the United States were caused by over the place," says Dr Johnson,
Feinsinger, industrial relations Most patients are urged to quit gram It will be your task to start heart disease "like McDonald's Future clinics
manager at Jos Schlitz Brewing smoking Many are told they need the process toward a healthier life," Compare that to 1930, when coro- will be exactly like the original, so
Co of Milwaukee, Wis Other large to lose weight-to lessen their body clients are told nary heart disease was a rarity- you'll be able to go to any one and
employers who have used the Fit- fat composition More exercise and When patients arrive for the only 79 deaths per 100,000-and get the same hamburger " .

ness Monitoring system include
General Motors and the Federal

Bureau of Investigation
"The company gets the bill, but it

.

doesn't get the results of your
tests," Mr Feinsinger adds

Many employers and insurance \
companies have recognized the
testing as reimbursable, says Dr 2
Johnson Half of the clients come

. 1 1 41 t .\ f 1
' i

in on their own while the remain- l

ing half are referred by their em-
ployer

1

Blue Cross/Blue Shield pays .4 a*/*
100% of the cost of the stress test, , 1 1

...7

while many other insurance com- 1**
.panies are willing to pay up to 80%

of the cost "We have yet to have a
·*!fclaim denied," says Buck Carper, :.

sales director

The company is hoping execu-
tives that go through the testing
will realize how cost-efficient it " 9,44<lt.i-
would be to pay for all ltS workers

1:
to be evaluated for their fitness r

But so far, it'S usually upper-man- 1 r r

agement types that make their way
to the clinic, Mr Carper says

The tests are designed to do two
things predict one's chance of cor-
onary disease and tell a patient his
or her current level of fitness

The warm, cozy environment of
the clinic, which opened in June
1980, sits in sharp contrast to the

f

Playboy Club resort across the I /3 I.

Monitoring might discourage-at

'

parking lot, a resort that peddles
the kind of fast lifestyle Fitness 1
least as a steady diet

The kelly green and rust fur- » S
nishings serve as a relaxing back-

4

0 •4

ground for a medical testing facil-
ity that looks nothing at all like 4

"hospital whites" or the 1ce-cold .

metal furnishings of a doctor's of-
fice 7

zfg.Several part-time nurses and I , i? ,
coronary specialists from neighbor-

Y

ing hospitals moonlight at the clinic f '4 I.

4

two days a week when the testing
is done t. ., 1 . /.

In the first test station, a blood

sample is taken and the client's
posture is photographed while .

standing in front of a mirror that
.

reflects three different angles This
determines if the person's posture 4*t

is in line

Then, at a series of stations, tests
are run for various forms of muscu-

tar strength, lung function, body .-/ 8
flexibility, percentage of body fat
and reaction time - * -,0

The grand finale is the cardio- 'K ·1, .
W

vascular stress test, where doctors
4,0

1

-ah, m.¢ ' a

monitor the patient's heart rate on
an electrocardiogram as the person
peddles a stationary bicycle until
near exhaustion Risk.You mustsize up each situationprecisely:

This shows the heart at its max-

iumum rate and gives doctors a No matter what kind of risks your business faces, Corroon & Black can
good idea of what kind of shape the help you afford them. We've developed some very sophisticated techniques
heart is in, it also figures into the
person's coronary risk profile that forecast future losses and quantify appropriate risk retention levels. This

At midday, the battery of tests enables us to give better advice on the best way to finance your risks.
are over and the 15 or so individu- It's the kind ofexpertise you'd expect from one ofthe top business
als that have gone through the test-
ing are individually counseled and insurance brokers in the world. So, contact us. We'll show you there are ways
given their test results to face risks without taking too much of a chance.

Staff members stressed that most

risk factors have one thing in com-
mon They are potentially revers-
ible The two factors that cannot be r;p CORROON & BLACK
reversed are age and family history -4 Putting insurance risks into perspective.of heart disease.

Information that comes from the
Wall Street Plaza. New York. N Y 10005 • 212-363-4100

tests and the health questionnaire
is fed into a computer that lists and
ranks 15 factors that contribute to



:Plump' assignment leaves little to lose
By EILEEN NORRIS

LAKE GENEVA, Ill.-Everyone
on the staff was jealous of this as-
signment. They considered it a
plum, a perk, a thrill. I thought so,
too.

But now that I'm back-all

stress-tested out-with my good
and mostly bad points staring me in
the face, I've reconsidered: It was a

plump assignment.
This stuffed turkey has got to

shake a few feathers loose to

lighten up her load.
When I arrived at the Fitness

Monitoring clinic, I was glad to see
others about to be tested felt as ap-
prehensive as I did. Who wants to
be told what they already know?

You see, besides being an asth-
matic, graying brunette who has a
strong distaste for formal exercise,
I am also a slight hypochondriac.

Do I want to find out what is

really wrong with my body, I asked
myself. A quick look in the two-
way mirror during pre-bathing suit

REINSURANCE
PROPERTY
Excess of Loss & Pro Rata
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season usually sends me into a fit of
depression beyond belief.

But, here I was, ready to be

pinched, pricked and prodded for a
BI story.

It had been the required 12 hours
since I last ate food or drank any
liquid so it was time to get the blood
drawn. That went okay

My posture was analyzec next. I
had been at the fitness center a

maxiumum of 10 minutes and al-

ready I'm told I have a slight droop
in my right shoulder.

I pulled myself together and
made a quick lunge fer tke fresh
fruit and juice that was laid out to
replenish the system. On to the sec-
ond station.

It was at this station that I proved
to myself what I've been lei to be-
lieve all of my 28 years-women
are weak.

Let's just say my upper and
lower body and abdominal strength
were in the low category. My grip
strength was surprisingly h:gh-no
doubt a testimonial to my grocery
bag-carrying ability.

At the same station, I was tested

for flexibility in my hip anc trunk,
which was moderate, and shoulder

girdle, where I scored high.
I am thrilled to know m> shoul-

ders are flexible, but .'m having
trouble figuring out how they got
that way.

It was at the third station where

things really went downhfll. The
woman working the pulmonary
function machine glar.ced at my
chart and laughed, "Oh no-
asthma," when I walked into her
cubicle.

She pulled herself together and
told me how to take a deep breath

22.

IATA
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U.S.A.

Tel: (516) 249-1500
TWX: 510 224-6074

'1

4

Photo: R. Bruce Dold

8/ Associate Editor Eileen Norris consults Fitness Monitoring staffer
before one of her tests.

and exhale into a tube that mea-

sures windpipe capacity. She even
gave me a few extra tries, but I let
her down.

Station 4 was kind of fun. I got to
sit in a little booth and press a lever
every time I heard a tone. My reac-
tion time wasn't very good-only
moderate.

Next, my body fat composition
was measured by a little machine
that resembled a meat thermome-

ter. How appropriate for me, the
turkey, I thought.

Three skin-fold measurements

were taken, supposedly to deter-
mine my ideal weight and how
much body fat I have.

The results on this test were not

available at press time.
The cardiovascular stress test

was next-this is the biggie that
caused me a lot of personal distress.
They glue white disks on you chest
and plug in wires so that the heart-
beat functions are played in stereo
and simultaneously transmitted
onto a graph machine.

I found it very stressful to hear
my heart skip a beat now and then,
but the nurse told me it was be-

cause I kept moving and jiggling
the wires around.

After they listened and watched
the zig-zag machine draw a picture
of my resting heart and found my
EKG normal, I was deemed ready
for the bike ride.

Let me say up front that it's hard
to bicycle when you know you're
not going anywhere. And I would
have done better if they hadn't in-
creased the pedaling force every

few minutes, but the idea is to test
one to his or her maximize strength
-until the body can do no more.

The average time on the bike is 7
to 12 minutes and I did 9 minutes,
50 seconds: not bad for someone

who hadn't exactly won blue rib-
bons on the other tests.

I felt a little lightheaded when I
got off the bike, but I came to when
they brought me a glass of freshly
squeezed orange juice.

Later, Dr. LaVon Johnson, the
technical director, would tell me it

looked like I had more guts than
stamina to go for as long as I did on
the bike.

In the afternoon counseling ses-
sion, I was diagnosed.

I received 1.4 risk points for body
fat, 1 point for tension and stress (a
reporter's life), 2 points for family
history of a heart attack and a few
fractions here and there to add up
to a grant total of 7.5 risk points.

Translation: My chances of coro-
nary heart disease in the next five
years are low. To have a "very low"
chance of heart disease requires a
score of 0 to 4.9 points.

Dr. Johnson told me I should lose

six pounds and gain two pounds of
muscle tissue in my upper body.

He told me to get three vigorous
workouts a week and to consider

buying a stationary bike.
Then he told me not to feel bad.

Of the 17 people who were tested
that day, only three were certified
as "real fit."

Can you guess who wasn't in that
group? .

'9'NORTH 
OFTHEBORDER

Morris & Mackenzie is among the largest privately
owned Canadian firms providing insurance
brokerage, risk management, engineering and
benefit consulting services on a national basis.

For a copy of our brochure "A Unique
Concept in Canadian Insurance Brokerage" contact
any of our regional offices.

Vancouver· Calgary: Toronto:

lontreal 4141 Sherbrooke St. W (514) 937-5755 -
1199 West Hastings. Suite 306, 1901 Yonge Street, 
(604) 685-0191 602-11th Ave. SW., (416) 482-7400

(403) 265-4270

¥ MORRIS & MACKENZIE LIMITED
/4

U*14*,r*lin,ff,
VANCOUVER • CALGARY • TORONTO • MONTREAL

bl-J LJ



Checklist for establishing
a company wellness plan

For companies considering a
health care or wellness program,
the Blue Cross/Blue Shield Assns.
recommends the following steps:
• Investigate. Talk to companies

that already have programs. Ask
about cost, employee participation
and things they would change if
they had it to do over.
• Set up a task force and draft a

proposal for your own program. In-
clude a cross-section of employees,
define their needs and preferences,
map out the scope of the program
and how it will be promoted and set
a timetable for implementation.
• Set a budget. Include capital

expense and personnel costs for the
first year. Keep financial guide-
lines realistic. An incremental ap-
proach might be better than an
overly ambitious new program at
the start.

• Canvass employees for. talent
and expertise. Groundskeepers,
building engineers, maintenance
employees, electricians and carpen-
ters know your facility's features
and deficiencies.

• Take advantage of in-house
expertise or outside health profes-
sionals. Medical directors, visiting
physicians, occupational health
nurses and employees trained in
cardiopulmonary resuscitation and
emergency medical techniques are
essential to the success of your pro-
gram. Use them as teachers for
health classes.

• Publicize your efforts. For the
program to succeed it has to have
the interest and enthusiasm of em-

ployees. Use company newsletters
and magazines for articles about
the program and use posters and
announcements on public address
systems to build interest.
• Include employees' families

whenever possible. This will gen-
erate more interest in .weekend or
after-hours exercise. Since most

family members participate in your
company's group health plan, their
improved health may have a favor-
able impact on the group's claims
experience.
• Demonstrate top-level. com-

mitment to the success of the pro-
gram. If your company's executives
are enthusiastic promoters of the
program, middle management and
hourly employees will as a rule fol-
low their example.

N.C. to judge
best programs

RALEIGH, N.C.-The best cor-
porate wellness program in North
Carolina will receive an award

from the governor later this year in
a competition sponsored by Blue
Cross/Blue Shield of North Caro-
lina.

The Governor's Award for Fit-
ness and Health in Business and In-

dustry will go to the employer
judged to be most actively promot-
ing employee fitness at the work-
site.

Eligible are programs sponsored
by an employer in North Carolina
that emphasize wellness, such as
classes in nutrition, fitness or stress
management; projects that reduce
the need for health care services;
elimination of health hazards from
the worksite; or cost-containment
efforts aimed at health care Costs.

To be eligible, the program has to
be in progress during the period of
Sept. 30, 1980, through Oct. 1, 1981.
The program also must involve a
financial commitment by the em-
ployer.

Seven health and fitness experts
will judge entries and select the
winner, who will receive the award
from North Carolina Gov. James

B. Hunt Jr. at a banquet in No-
vember.

• Evaluate the program periodi-
cally and change it if it's not meet-
ing the company's needs. Even
well-designed programs for health
promotion need an occasional
breath of fresh air. Critical reas-
sessment of the programs will en-
sure they're reflecting the priori-
ties of employees and management.
• Use community resources

whenever possible. Health promo-
tion programs don't have to be ex-
pensive or in-house. The local
YMCA and high school or univer-
sity physical education depatments
often have the resources and facili-

ties to instruct employees. Local
chapters of the American Cancer
Society, American Heart Assn. and
Red Cross are other valuable re-
sources. .
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Six companies plan to pour
$250 million into HMOs: Study

Crain News Service

A hancful if large tax-exempt
End investor-owned na:ional com-

panies will dominate the health
Inaintenance organization industry
in thel930: as a consequence of the
federal cutoff of HMO funds, a
craft report prepared for the gov-
€rnment concludes.

While :uture investment plans
are incomplete, a survey of six
E rominent firms by InterStudy of
Excelsior, -Minn., indicates some
$250 mi.limn will be invested in
HMOs during the next five years.
After allowing for inflation, this
indicates an investment trend

equal to or greater than.investment
ty the.same firms over the past five
years, InzerStudy found.

The firms surveyed are Kaiser
Foundaticn Health Plan, Oakland,
Calif.; Blue Cross/Blue Shield

Assns., Chicago; CNA Financial
Corp., Chicago; Charter Medical
Corp., Mann, Ga.; with limited re-
sponses frcm INA Corp., Philadel-
phia; and FIudential Insurance Co.,
Newark, N.J.

Compan:es :hat own or operate
at least two HMOs in nor.-contigu-
ous states ilan to develop at least 40
HMOs, almost a 50% increase over
the 88 HMOs :hey now operate or
own, Dr. Michael J. Goran of Ernst
& Whinrty in San Francisco told a
Group Heal:h Assn. of America in-
s.itute on zinance and marketing in
Washing:on, D.C.

Specialists in non-medical professional
liability coverages for architects.
engineers, lawyers. accountants,
police and sheriffs' departments

ALSO

Umbrella and Excess Casualty Covers,
and miscellaneous Errors & Omissions
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- Name HMOs
Blue Cross & Blue

Shield 44
Chicago

(INA Health Plans, Inc.) 8
Dallas

Prudential Insurance 7

. Newark, NJ

Charter Medical 4

Corporation

Macon, GA

CNA (Interproup) 4
Chicago

Connecticut General 2

Hartford, CT

Wausau (WI) Insurance 8
CO

Safeco 4

Seattle

Medserco 2

St. Louis

Metropolitan Insurance 1
New York City

Health Plans Inc 2

Nashville, TN

John Deere 1

Molina, IL

R.J. Reynolds 1

Winston-Salem, NC
Total 85

Number N

(Type)' acquired start
(21 G) 3 " 41

(9 IPA)
(14 Net)

(56) 6 2
(2 IPA)

(1 Net) ,
(7 G) 1 6

(4 IPA) 4 0

(4 IPA) 0 4

(2 G) 0 2

(8 IPA) 0 8

(4 IPA) 0 4

(2 IPA) 0 2

(1 G) 0 1

(2 G) 2 0

(1 IPA) 0 1

(1 G) 0 1

(39 G) 16 72

(34 'PA)

(15 Net)

n HMOs
ber

ed Membersh
903,944

475,000

116,000

50,000

61,500

92,000

75,000

41,000

55,000

20,769

38.000

11,000

34,000

1,973,213

Growth

ip projection
25 New plans in

development

acquisitions and 1 new

start·per year

·2 new plans/year

Seeking additional
mgmt cont

4-5 new states in

development

No plans

No plans

No plans

3 in developmen92 per
year

No plans

Mgmt contract with
option/2 under
agreement

2 plans in development

No plans

*NationwiceGeneral Insurance Co., Columbus, OH, and American Medical International, Beverly Hills, CA, have
minimal investments in HMOs. National MedlcaIEnterprises Inc.. Los Angeles, has expressed interest in investing
.in HMOs. Humana Inc.. louisville. KY, looked atbut rejected the Idea of operating HMOS.
Key to type of HMO: G,group practice, IPA4ndapendent practice association, Net-network

Source: Ernst & Whinney MODERN HEALTHCARE/September 1981

HMOs will need close to $1
billion in new capital during the
1980s, Dr. Goran predicted. This
would be more than was privately
invested during the 1970s.

Close to 500 new prepaid plans
will be developed by 1990, the De-
partment of Health and Human Se-
vices projects.

Since 1974, operating HMOs have
attracted more than $700 million in
start-up capital. Some 55% of those
funds were from private sources,
Dr. Goran told the GHAA. But this
data excludes the Kaiser Founda-

tion, which invested at least an-
other $700 million.

The non-government capital
came from a relatively small group.
Almost $120 million was invested
by participating physicians and
other staff members, and more
than $270 million was invested by
national firms, Dr. Goran ex-
plained.

Details given to InterStudy by 73
of the 167 plans that have operated
since 1974 reveal that $151.5 mil-
lion, or an average of $2.1 million

per plan, was invested before the
plans reached the break-even
point. The amount varied by plan.

Since 1974, the federal govern-
ment has awarded $130.4 million in
626 grants to 309 HMOs. Of the 309
that received grants, 92 are operat-
ing and nine have passed the
break-even point. Ninety-nine
others are still surviving on grant
money.

With no additional federal funds

budgeted for new HMOs, the gov-
ernment should expand the mar-
kets available to HMOs, InterStudy
advises.

This can be done by creating fi-
nancial incentives for HMOs to en-

roll Medicare, and possibly, Medic-
aid beneficiaries. InterStudy and
HHS experiments to expand the
market are well under way.

"Most national HMO firm (sur-
vey) respondents and potential
HMO investors also suggested that
community rating, benefit levels
and organizational requirements be
relaxed or elimated," InterStudy
says. .

London market leads

coverage on treasure
LONDON-Divers are searching

for 51/2 tons of gold bullion belong-
ing to the British and Soviet gov-
ernments that went down with the

HMS Edinburgh during World
War II.

When the treasure is found, its
safety is well insured.

The ship now rests in 800 feet of
water in Barents Sea, north of Nor-
way.

A salvage consortium, Jessop +
Marine Recoveries Ltd., has made a
deal with the British and Soviet

governments to salvage the gold,
worth 75 million pounds. The con-
sortium, led by Keith Jessop, will
retain 45% of the gold while the So-
viets will get two-thirds of the re-
mainder. The British will get the
rest.

After the gold is brought to the
surface, it will be insured by the
Lloyd's and London markets for its
whole value.

"We've been appointed by Jessop

Marine Ltd. to insure the gold bars
from the moment they arrive on
the vessel," said David Hardwicke,
director of Lloyd's broker Colburn,
French & Kneen. The insurance

for the gold remains in effect until
the Soviet portion is shipped to the
port of Murmansk and the remain-
der arrives in Aberdeen, Scotland.

The British government's and
the salvor's portion also will be in-
sured when it is transported by ar-
mored car to the Bank of England
in London.

The Merrett Syndicates at
Lloyd's led the gold policy with 5
million pounds of the 75% Lloyd's
is insuring, Mr. Hardwicke said.
Twenty percent is insured in the
London market and 5% is placed
with the Japanese.

The premium for the coverage is
about 40,000 pounds.

Insurance for the diving expedi-
tion is covered by the consortium's
in-house policy. .



Survivors want $72 million
Continued from page 2
tion" to those sought by Ms. Lu-
ciano and Mr. Cepeda.

Mr. Cepeda is seeking $50 million
in punitive damages, $2 million for
personal injuries and $15,000 for
loss of personal belongings.

Ms. Luciano has asked for $20
million in punitive damages and
$20,000 for loss of personal belong-
ings.

At least one insurer of a defen-
dant has been identified. The In-
surance Co. of North America has
confirmed that it is the insurer for

Washington Beef Co., owner of the
building at 571 Ninth Ave.

A second insurer appears to be
the U.S. Insurance Group, which
apparently wrote a policy on five of
the defendants.

Named in the plaintiffs' suit are
the Port Authority of New York &
New Jersey; Fanberg Realty Co.,
owners of the building at 569 Ninth
Ave.; Washington Beef Co.; and the
construction firms of Delma Engi-
neering Corp., Leon DeMatteis &
Sons, Coppola Construction Corp.
and DeSimone Excavation &

Foundation Corp.

Mr. Lipsig said the Port Au-
thority and the four construction
firms are at fault since they were
involved in an earlier construction
project nearby that "damaged and
weakened" the buildings' founda-
tions.

In support of his action, Mr. Lip-
sig referred to an earlier lawsuit
filed by Fanberg Realty that makes
the same charge against the Port
Authority.

"All parties knew" of the build-
ings' condition, he claims, and "al-
lowed the condition to continue."

Hal J. McLaughlin, a retired
New York Supreme Court judge
who now is representing Fanberg
Realty, confirmed that his client
sued the Port Authority and the
four construction firms about two

years ago in state court.
The suit alleges that the build-

ings' foundations were damaged
during construction of a new ga-
rage for the Port Authority and a
bus ramp for Lincoln Tunnel.

The project involved extensive
blasting operations, he said. The
terminal and ramp are only a block
away from the buildings that col-
lapsed.

Judge MeLaughlin, who also is a
licensed engineer, said one must be
"very gentle" when blasting
around old buildings that have
foundation blocks laid up with lime
cement.

"High-powered dynamite" was
used at this project. rather than less
powerful "blasting powder," Judge
McLaughlin charged. "If there's
any blame, it's the contractors who
are to blame."

Judge McLaughlin also said that
construction was going· on in the
building at 571 Ninth Ave. Wooden
structural supports were being re-
placed with steel, but he would not
say whether this work could have
caused the accident.

The Fanberg suit, which he said
is close to trial in the Supreme
Court of Kings County, asks for
$1.75 million in damages.

The Haber suit also names. the

Manhattan contracting firm of
Smith-Globe-Schreckinger, charg-
ing that.the company was working
close to the eollapsed building and
contributed to the aceident.

While company sources refused
to confirm its involvement, the
U.S. Insurance Group appears to
have insured the Port Authority
and several - construction firms on

the bus terminal project.
Robert Maurer of the authority's

legal division said it did not self-in-
sure the project, but rather secured
coverage for the authority and sev-
eral construction companies from
an insurance company.

Mr. Maurer did not identify the
insurer but did give Business In-
surance the name of an attorney he
said was handling the case.

The attorney, William Claire,
works at the U.S. Insurance
Group's New, York office. Mr.
Claire refused to discuss the case or

confirm the company's involve-
ment.

Delma Engineering, the only
construction company that could be
reached for comment, confirmed
that if did do some blasting in the
area when building the ramp ap-
proaches.

Yet a Delma official, who asked
not to be identified, denied that the
firm is in any way responsible for
the collapse.

The company is covered by in-
surance, the official said, although
the company or details of coverage
were not revealed. •
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the most con*te line of services available from
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Youget in-depth loss control support-
consulting, hazard inspections, andmore- from Equifax RMS.
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recommendations, and implement the plan of action you
approve.

For complete information about Equifax RMS, call Rich
- Maloney at 1-800-554-3360. Or just fill out this coupon and

drop it in the mail today. We'll respond right away.

In all, we can give you help in six critical areas.
One of these is loss control.
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sent program.
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present strengths. And, at the same time, you can better
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Facility surveys? Wherever you need us, we can handle
the job. With over 1,000 service facilities throughout the
U.S. and Canada, Equifax RMS is always close to you.

So now you have a team of specialists ready to help you
detect and avoid hazards, potential OSHA trouble spots,
and other problem areas.
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But loss control is only one part of the story.
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CLASS: computerized loss administration statistical system
(4) health screening·(5) employment checks.
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EQUIFAX Suite 700

1800 Century Blvd.
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can help me:
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Insurers, brokers battle for McDonald's risks
Continued from page 3
designed a program with Fireman's
Fund that is still aggressively pur-
suing franchises. Other brokers, in-
cluding Financial Guardian and
Corroon & Black, followed siit

with programs of their own, creat-
ing a whopper of a battle for this
year's policy renewals.

Then McDonald's put extra
spice into the competition when it
fired AIG from the programthis
year, leaving the insurer with an
established package plan and an
experience-rating technique
designed specifically for MeDcn-
ald's restaurants, but no broker to

sell the coverage.
AIG responded with an unprece-

dented public appeal to 35,000
agents and brokers, promising 24- ,
hour service for quotes on indiv:d-

ual McDonald's restaurants facing
an Oct. 1 renewal. Mailgrams were
sent to agents and brokers of all
sizes, including brckers already
competing against AIG with their
own markets.

At leas: six Marsh & McLennan

offices received the AIG appeal,
and several William M. Mercer em-

ployee benefit consilting offices
received the mailgrams.

Other brokers reported that AIG
mailgrams "were coming out of our
ears."

But by noon Sept. 15, only five
days after the mai-.gram attack
began, AIG had received nearly
2,000 calls from producers.and had
quoted more than 400 of the esti-
mated 4,000 McDonalfs franchises.

AIG claims it has "computer runs
with individual loss data for
McDonald's franchises accumu-

lated over the last four ears," ac-
cording k Joseph Smetana, presi-
dent of AIG Risk Management.

Applying the individual rating
plan, AIG is not quoting similar
premiurrs, but producing quotes
ranging 'all over the lot," he ex-
plained. 1

"Fror what the br6kers are

telling us, our quotes for operators
with good loss experience are fa-
vorable," Mr. Smetana haid. "But
our quotes for operators with a bad
loss history are very unfavorable.
We are seeing.other insdrers com-
ing in surprisingly low for what
look 1.ke sad risks."

Other firms, however, are saying
:hat they have better loss data and
can take advantage oil program
confusion. ,

"All this competition could ac-

tually help us sell the INA pro-
gram," M&M's Mr. Pacholick re-
marked.

"The competition is confusing
the hell out of the buyer. I don't
know what kind of rating system
AIG has, but it never got any indi-
vidual loss data from us, just bulk
experience for the whole program,"
he said.

John McCaffrey, executive vp at
Frank B. Hall & Co., confirmed

that Hall kept about 40% of the
franchises last fall with its multi-

peril and then workers compensa-
tion pregrams with Fireman's
Fund.

Mr. McCaffrey attributed Hall's
success last year to using 20 years of
loss data it had accumulated as bro-

ker for the program. The loss data
allowed Hall to quote very compet-
itive rates for the good risks and
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not mourn the loss of bad risks.

"We think some large blocks will
come back to us," Mr. McCaffrey
said. "We are perceived as the sta-
bility."

Hall's share of the McDonald's

franchise market is "pretty well
evenly distributed around the
country," said Mr. McCaffrey, who
predicted the AIG marketing effort
"will be very disruptive" to the
other insurance programs.

Mr. McCaffrey lamented further
splintering of a program that he
contends had more than 95% partic-
ipation among all the franchises.

"They will end up with a pool of
people who are uninsurable," he
said, referring to the McDonald's
operators in high-loss areas of the
country

AIG had considered trying to re-
tain its McDonald's franchise busi-

ness by patching up the former re-
lationship with Hall as broker.

"They came to us and we said
'Maybe you,shouldn't have ac-
cepted those agent of record letters
last year,'" Mr. McCaffrey said.

AIG had accepted M&M as the
agent-of record last year when
McDonald's franchisees filled out

agent of record letters for M&M on
the advice of McDonald's Corp.'s
risk management department.

"We're happy with Fireman's
Fund," Mr. McCaffrey added, ex-
plaining why Hall couldn't accom-
modate AIG's offer.

Financial Guardian, the bro-
kerage with the next largest slice of
the McDonald's bun, also fears
damage to the rates franchise oper-
ators have come to expect.

"In competing for these similar
risks, I have seen premiums as low
as $1,600. for restaurants in Florida
and as high as $12,000 for fran-
chises in high-risk areas. Pre-
viously, these premiums were lev-
eled out by the packages," ex-
plained Financial Guardian Presi-
dent Donald Weber.

"Certainly, all this competition
could work against the franchise
operator-especially those who in
the past may have abused the in-
surance privilege,by filing ex-
cessive claims. ,Franchises with

good experience still get good rates,
but· franchises in high-risk areas
with a bad loss history can expect
much higher costs," Mr. Weber ex-
plained.

Financial Guardian brokers in-
surance for about 600' MeDonald's

franchises and is moving those and
other fast-food franchise risks to

Great American Insurance Co.
from the St. Paul Insurance Cos.

"We.have been working for
more than a year to develop a
package plan with Great American
and we. finally have it ready. We
still find St. Paul a fine market and

have a lot of business with it, but
the Great American plan offers us
someadditional options," he said.

Under the Great American fran-

chise package, Financial Guardian
is offering safety groups for fast-
food store operators that would
allow local restauranteurs to pool
loss experience for better rates.

Higher rates are inevitable for
some operators, agrees Ron O'Nan,
senior vp of riskmanagement ·for
brokers Corroon &·Black. C&B has
about 300 McDonald's franchise cli-
ents in the Northeast placed with
: Employers of Wausau.

"We: competed with Marsh &
McLennan for the original broker
of record agreement last year and
based on the'data McDonald's gave
us, the rates were entirely too low
considering the loss history of some
of the franchises.

"Fragmenting theprogram will
just open the eperators.up to wild
price variations and,as a general
rule, prices will start to rise for all
of them,'thesaid. .
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Maine asbestos trials ready to begin
Continued from page 3
built for the government according
to its specifications, they argue.

The United States cannot act as a

guarantor of independent contrac-
tors who build its ships and furnish
many other products and services
for various programs, countered
Peter Nowinski, lead counsel on

the asbestos litigation for the fed-
eral government.

He will present the government's
case on its merits and will not seek

to dispose of complaints through
pretrial motions in order to set a
precedent in the Maine cases.
"These are the first asbestos cases

to go to trial involving the govern-
ment as an independent contractor
at a private shipyard," he added.

The Portsmouth Naval Shipyard
is immune from suits brought by
employees under exclusive remedy
provisions of the Federal Employ-
ees Compensation Act, which is
comparable to state workers com-
pensation statutes. Medical, main-
tenance and death benefits are paid
to Bath Iron Works employees and
their survivors under provisions pf
the federal Longshoremen's and
Harbor Workers' Act.

"The government has strong de-
fenses," sums up Mr. Nowinski.
"But the issues are so complex and

Supporters
blast wording
of ballot issue
Continued from page 2
pensation insurance through the
state fund, which gets its funds
from taxpayers, Mr. Roberts said.

The state is not allowed to self-

insure its risks for workers com-

pensation so it has no other choice
but to buy it through the state fund.

The wording goes on to say,
"This proposed amendment would
change the existing non-profit Ohio
workers compensation system . . ."

"That implies the amendment
would switch the system to a for-
profit-only system," said Mr.
Roberts, who added that approving
the issue would not change the cur-
rent state workers compensation
system.

The language on the ballot goes
on to say that if the measure is ap-
proved, insurance companies
would be allowed to determine

rates.

The committee for Free Enter-

prise objects to that because any
ground rules for rates would be de-
termined by the Ohio General As-
sembly, Mr. Roberts said.

But the Ohio AFL-CIO is confi-

dent the language of the amend-
ment is accurate and correct, a

spokesman said, adding that the
labor group had no input into the
wording of the ballot.

"It is deceitful and fraudulent,"
Mr. Roberts said of the three

paragraphs on the ballot.
He hopes the Supreme Court will

rule on the lawsuit soon because

absentee ballots were to be avail-

able to Ohio voters by Sept. 19. •

Group life sales
increase in July

WASHINGTON-July pur-
chases of group life insurance set
up under new or revised group
contracts t6taled $16.7 billion in
July, compared with $12.2 billion a
year earlier, according to the Life
Insurance Marketing & Research
Assn.

Group life purchases for the 12-
month period ending in July to-
taled $224.1 billion.

The figures represent face
amounts of insurance purchases. •

the theories of liability under
which we can be sued are limited

only by the imagination of lawyers
defending the industry."

Although the defendants have
formed a group for administrative
purposes and plaintiff's attorneys
are also cooperating to gather pre-
trial testimony, each case will be
tried individually.

However, the first trial, set to

begin Oct. 19, is expected to estab-
lish important legal precedents for
the cases that follow. The widow of

deceased shipyard painter Blaine
L. Austin is seeking $9.25 million in
damages from 12 companies that
furnished asbestos to the Bath Iron

Works.

Her suit claims that her husband

"was not properly warned or safe-
guarded from the injurious effects
of its asbestos-containing prod-

ucts."

More than a dozen Maine cases

have been filed by survivors of
workers whose deaths were alleg-
edly caused by asbestos-related dis-
eases. Plans already have been
made to perform autopsies on other
plaintiffs who may die before the
litigation is resolved.

As the trials approach, many
cases may be settled out of court. At
least 50 workers already have set-
tled with defendants Pittsburgh-
Corning Corp. and Unarco Indus-
tries for small sums averaging less
than $10,000.

Plaintiff attorneys in the cases
have not sought discovery of de-
fendants' available insurance cov-

erage, said an attorney for Unarco
Industries.

Other defendants not already

mentioned include: Amatex Corp.,
The Celotex Corp., Combustion En-
gineering Inc., Eagle-Picher Indus-
tries Inc., Fibreboard Corp., 48 In-
sulations Inc., GAF Corp., Garlock
Inc., Keene Building Products, Ni-

cholet Inc., Owens-Illinois Inc., HK

Porter Co. Inc., American Chemi-
cal Products Co., Cummings Insu-
lation Co. & Claremont Co. Inc,

Southern Textile Corp. and J.F.
Stevens & Co. Inc. .
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Court to rule on malpractice award limits
Continued frompage l by the state Supreme Court would 40% of the potential Jurors because
a lump-sum payment encourage proponents of wider leg- of their particiation in the Kaiser

This will be MICRA's first test islative action, the CMA spokes- health plan Tt e plaintiff was den- Report recommends
before the Supreme Court, al- man said led the right tc a constitutionally
though opponents have been call- Oral arguments in the American selected Jury panel, Judge Reynoso
ing the statute unconstitutional Bank & Trust Co case were heard ruled malpractice rate hikesince its inception There are -iow by the Supreme Court earlier this If the Supreme Court affirms
two divergent appellate court rul- year be fore the death o f Justice Judge Reynosc" s deosion, -he case

Cont.nt..ed from page 2
ings on the law that have teen Wiley Manuel and the departure of will be retried
granted review by the state high Justice William P Clark to Wash- Plaintiff Lav,rence Fein is an at- Mutual and the second in less than a year for the Medical Malprac-

tice Insurance Assn.
court ington to join the Reagan adminis- torney employei by the California

California's 3rd Appellate C iurt tration Legislature Complaining of chest Last July, the Insurance Department approved a 24% rate increase
for Medical Liability Mutual, this year it approved the same rateupheld major provisions of the re- No decision has been rendered in pains, he v isited Kaiser twice be-
increase for the Medical Malpractice Insirance Assn, retroactive toform act June 30 in Fein vs Per- the case, and two new justices are fore an examin_ng physician or-
July 1. 1981manente Medical Group now sitting on the state Supreme dered an elee:rocardiagram that

The 1st Appellate Court over- Court revealed the 34-year-old patient A decision on the 107% increase is expected by Nov 1
Some insurance industry sources believe a rate increase, possiblyturned MICRA's periodic payment "There have been inexplicable was suffering a heart attack

not as high as the proposed 107%, will be approved A few, on thesection in American Bank & Trust delays in reaching a decision in the Mr Fein subsequently filed a
Co vs Community Hospital of Los American Bank & Trust case," said lawsuit against Kaiser alleging that other nand, think 107% may "not be enoigh "

Gatos-Saratoga Inc in May 1980 Thomas Fellows, a San Jose attor- his heart condtion should have Some also hope for additional medical malpractice legislation to

Five years ago, legislative re- ney representing the hospital The been diagnosed earlier and treat- ease the premium crunch

forms were touted as solutions to case may have to be re-argued be- ment should ha5 e been given to The proposed increase, says Dr Arthur J Mannix Jr, president of
Medical Liability Mutual, could have doctors in high-risk specialties,the medical malpractice crisis, but fore the new court, he said prevent his heart attack or lessen
like orthopedic surgery and neurosurgery, paying as much as $60,000state high courts have rescinded "This is such a hot issue, the first its residual effects
annually for about $1 million of insurancemany of these reforms Physicians' and third appellate cases could be

Uncer the proposed rate increase, an average doctor in New Yorkgroups believe that such laws con- heard together," suggested Curtis The jury foind in favor of the
trol soaring professional liab lity A Cole, a Los Angeles attorney for plaintiff and awarded pain and suf- state would pay at least $14,400 annually for $1 million of medical

insurance costs, but data to support Permanente Medical Group The fering and ot-er non-economic malpractice insurance A doctor in Massachusetts presently pays

this belief are unavailable, accord- earliest hearing could come next damages of $500 000 only $2,300 annually for the same coverage, according to Philip O

ing to the California Medical Assn January, according to information Additional damages included lost Presley president of Presley & Associates

from the court clerk's office, Mr wages until Th€ tlme of trial in the Last year Insurance companies operatmg in the state paid on 1,132
medical malpractice claims worth about $82 million, the New York"We are only beginning to see Cole said sum of $24 733 present cash value

cases from the period dating f -om MICRA supporters were ex- of future lost ages as a result of Medical Society reports. That's a considerable Jump compared to the

the mid-'70s when these laws went tremely pleased with the Fein deci- the reduction of plaintiff's life ex- $30 million paid on 767 claims in 1975
"I anticipate some doctors will be disturbed by the report," saidon the books," a CMA spokesman sion authored by Judge Cruz Reyn- pectancy totaling $700,000, and fu-

said oso He upheld the constitutionality ture value of future med.cal ex- Donald Gabay, the Insurance Department's first deputy superinten-

Despite restraints on medical of MICRA, declaring the power to penses amou,tir g to $63,00 dent ' But based upon the actuarial view and inflationary trends, an

malpractice litigation in effect in legislate is m the Legislature, not Citing provisions of the Medical increase of 107% appears to be a reasonable increase "
"Inflation," adds Mr Gabay, "has driven up costs tremendously "most states, recent reports of h.fly the courts InJury Compersation Reform Act,
Claim frequency and size of claims have both increased by aboutinsurance rate increases raise fears "Subject to specific constitutional the trial Coirt -udge ordered that

that another medical malpractice limitations, when the Legislature the damage apard for non-eco- 20% 5 25% annually, Mr Presley says That means one claim is filed

insurance crisis may be in the off- has spoken, the public interest has nomic losses be reduced to S250,000 for every four doctors, he says

ing (BI, May 25) A report prepired been declared in terms well-nigh from $500,OCO and that the award Claims, Mr Presley adds, are projected to cost $300,000 to $500,000
each by next year

by independent consultants in New conclusive," he wrote in a lengthy for lost wages be reduced by other
The actuarial report, Dr Mannix says, confirms the company'sYork recommends a 107% rate in- opinion disability paymEnts

position that there is a malpractice insurance crisis endangering thecrease for medical malpractice in- Judge Reynoso also reJected The court fir:her ordered that

surance in that state this year (s ory plaintiff arguments that the medi- the defendant pay future medical state's health care system that can only be relieved by legislative

on page 2) cal malpractice insurance crisis is expenses up to 463,000 that are not
action

If MICRA lS overturned, the im- past and that the legislation, there- covered by me·il.al insurance pro- While applauding the state Insurance Department for commis-
sioning the report, Dr Mannix suggests that "the greatest urgency atpact will reverberate througls out fore, is no longer valid vided by the Elaintiff's employer
this time is not a premium increase, but rather a real tort reform tothe personal injury field, where the But he reversed the trial court's The court delned to order that fu-

statute has been viewed as a model verdict on the basis of a Jury selec- ture lost wages and general dam- expunge the obscene annual premium increases "

for future tort reform Valida.ion tion error The trial Judge excluded ages be paid periodically .
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Group catastrophe coverage
bought for corporate officers
Continued from page 3
when the insurance was purchased
under individual policies.

It has also reduced the adminis-

trative burden on each executive,
who previously had to fill out an
application annually, and has les-
sened executives' worries about

being a target for lawsuits and
large jury awards.

"But the proof of the pudding lies
in the coverage and handling of
claims. We haven't had any experi-
ence with that yet," Mr. Cooper
added. "But I think they (execu-
tives) are satisfied and impressed
with what they have."

Mr. Bauer of the Glen Ellyn
Clinic said costs have "decreased a

little bit," but cost was never really
a big issue for the approximately 50
physicians covered. The group pol-
icy has, however, simplified ad-
ministration and reduced the 12

inches of forms member physicians
had to fill out.

"We got it because it's easier to
administer," a spokesman for the
San Francisco law firm of MeCut-
chen, Doyle, Brown & Enersen
said. "It doesn't have to be updated
annually. We can just add names to
the list as the partners increase."

The spokesman added that pur-
chased as a group, catastrophe cov-
erage is less expensive and esti-
mated a 25% reduction in the cost of

premiums.
Other companies that have pur-

chased the coverage indicated
there was some savings but that ad-
ministrative relief is the most sig-
nificant.

Dart Industries Inc. in Los An-

geles, now part of Dart & Kraft
Inc., purchased the policy in June
to cover its executives. A spokes-
man indicated that the program ap-
peared to live up to the promises of
reduced costs and simplified ad-
ministration. "It's been such a short

time," since the company pur-
chased it, he noted.

Among others buying the policy
from Kemper are Arthur Andersen
& Co., Smith Barney, Harris
Upham & Co. Inc. and several law
firms.

Kemper's catastrophe policy will

cover automobile liabilities only
when the individual already has
auto coverage of not less than
$100,000 per person and $300,000
per occurrence for bodily injury
and $25,000 for each occurrence for
property damage.

A combined single limit of not
less than $300,000 for each occur-
renee is also acceptable in most
states.

A policyholder is required also to
have an underlying policy of at
least $50,000 of coverage for each
occurrence on other insurance poli-
cies that can be met through either
a personal liability or a homeown-
ers policy.

In addition to Kemper, Shand,
Morahan & Co. Inc. of Evanston,
Ill., offers the coverage at a similar
price and form. Each instituted the
group approach within the past
year.

The underlying policy require-
ments are somewhat different at

Shand, which, like Kemper, offers
a $5 million limit. Shand now is
testing the new offering, which is
currently available in Illinois only,
according to program development
coordinator Mike Brittenback.

Unlike the Kemper plan, which
requires the employer to pay the
premium, Shand allows the com-
pany to work out a method of pay-
ment between employer and em-
ployee.

A spokesman for Aetna Life &
Casualty Co. said it offers a similar
coverage in the form of a "building
block" approach, where a com-
pany's liability policy can be ex-
panded to include the personal lia-
bility of top management. It does
not offer a specific policy, however.

Most personal liability policies
also provide coverage for water-
craft, personal accident, fire, water
damage and personal liabilities.
Personal liability coverage protects
against suits for slander, libel, false
arrest and a number of other prob-
lems that a policyholder might en-
counter.

Under any of the group pro-
grams, the employer defines the
group to be covered. This might in-
clude all employees, those earning

INA plans to withdraw
from marine groups

dilmamketsmi,
Insurance Co. of North America

is pulling out of the American Hull
Syndicate and the Cargo War Risk
Reinsurance Exchange.

Charles W. Barnard, senior vp of
INA, said the insurer is pulling out
of the two syndicates because "we
want to write this business in the
U.S."

In addition to price considera-
tions, INA wants the freedom to in-
corporate the marine coverages
within its global account under-
writing.

"Too much of marine business
has been lost to London," he said.

Claims processing
Structured Systems Inc. has

formed to provide management
consulting services and packaged
software for medical and dental

claims processing.
The new company is located at

264 Cypress Creek Road, Severna
Park, Md. 21146; 301-544-4122.

Acquisitions
Poe & Associates Inc. has pur-

chased a majority interest in Pan
American Insurance Manage-
ment Corp. of Charlotte, N.C. Pan
American is an insurance holding

company with offices in North
Carolina, South Carolina, Mary-
land, Virginia, Florida and Texas.
The firm specializes in insurance
and risk management services.

Special Insurance Services Inc.
of Springfield, Ill., has acquired
FFI Corp. of Chicago, a holding
company that owned First Finan-
cial Insurance Co. and First Illi-

nois Reinsurance Corp. FFI Corp.
will be dissolved and First Finan-
cial and First Illinois will become
subsidiaries of Special Insurance
Services Inc. First Financial is li-

censed to operate in 28 states.

New offices

Bierly & Associates, self-insur-
ance administrators, has opened a
new office at 7750 Dagget St., Suite
206, San Diego, Calif. 92111.

The Federated Brokerage
Group has moved their offices to
1625 Lemoine Ave., Ft. Lee, N.J.
07024; 201-592-0800.

Fireman's Fund Insurance

Cos. has moved its Pittsburgh of-
fice to Two Chatham Center, P.O.
Box 888, Pittsburgh, Pa. 15230. .

over a certain amount, all officers
or executives on incentive bonuses.

There must be atleast 25 people
included in the policy in the
Kemper plan. The Shand policy
currently has no minimum, Mr.
Brittenback said.

Why hasn't such a group plan
been developed sooner? "Too many
people were frightened of it," Mr.
MeGee said. "It's a frightening
thing to offer $1 million or $5 mil-
lion coverage."

Kemper began writing it when
apprached by a broker looking for
a program for a large company.
When asked if they would do it,
Kemper agreed, Mr. MeGee added.

Bob Liston, vp for underwriting
at Shand, Morahan, said that some
companies have been reluctant to
write the individual policies and
have been hit hard, particularly in
the automobile area.

"Firms are also looking for a way
to build up their benefit package,"
he added. "It really is another ben-
efit" for the employee. .

1
I

1

1
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rou-tine
unvarying, mechanical

It's not in our dictionary.
Our practice is devoted to general insurance law, third
party claims, and subrogation.
While certain routine is necessary for clerical
efficiency, we believe creativity and individual
attention distinguish effective representation from
routine servicing of cases.
Resourceful legal services can be obtained at
reasonable cost without sacrificing aggressiveness and
thoroughness. We invite your inquiry.

CARL S. YOUNG & ASSOCIATES
ATTORNEYS AT LAW

500 Fifth Avenue, New York, NY 10110
Tel: (212) 840-1919 Telex: 424677
Representing Domestic and Foreign Insurers

How to Reduee

Group Insuranee Costs
and Inerease

Corporate Cash Flow!
A Non-Technical Primer for Businessmen

AT LAST! The book that shows executives of small and medium sized companies (10 to 1,000
employees) how to increase corporate cash flow by cutting group insurance costs 10% to 60% using the
legal. ethical. logical and intelligent ideas and techniques of today's group insurance professionals.

Written by a highly successful employee benefits communication consultant. John B.C. Pryce shows
you how to maintain or increase your current levels of group insurance benefits while reducing your cost
intelligently.

The 176 pages of this book describe in depth the non-technical. easy to understand
BOTTOM LIN E SYSTEM of bidding. evaluating. negotiating. buying and communicating group
insurance benefits economically. This system shows you how to save thousands and thousands of dollars
on both your currert and future group insurance costs.

By following this simplified. successful step-by-step process which is outlined in detail. you not only
solve the tedious and confusing group insurance problems companies must face each year... you save
money. Big money!

If your company currently pays for group insurance coverage or is considering buying new group
insurance benefits. vou need this book. Badly.

Read it. If it can't save you money, send it back. We vviii
return your full purchase price. Immediately. With no questions
asked.

Price: $25.00. Postage. handling and sales tax included. le IE'•dia.•.•Group In
ami lneTax deductible. Money back guarantee. Dun and Bradstreet ,'t' "•,*·,"4' 0b"; :  ,rated companies may send purchase orders. Visa and Master

Charge accepted. No COD's.

1 YES ! I want to increase my company's cash flow!

Please send copy(s) of HOW TO REDUCE GROUP INSURANCE COSTS AND INCREASE
CORPORATE CASH FLOW! at $25.00 each under your money back guarantee.

 Check enclosed  Money Order El Purchase Order El
Visa/Master Card Account Number Expiration Date

Name CompanyTitle

Address

City

Mail to:

State

BUSINESS EDITORS RESEARCH GROUP. PUBLISHER
Department CR-6.757 South Eton Road. Birmingham. MI 48008

Visa El Master Charge 

1

Zip Code 
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Buyers, insurers debate effects of act
Continued from page 1 tion, said that risk retention groups , :» ,)----·-S .  1
all state insurance regulations The would likely be formed as a result 1 .r··•C-';-C,group only needs an insurance of the legislation .{ 'The bill will provide a

44charter from one state or, until We're taking a very serious look i. VA. marketplacg solution to1985, from Bermuda or Cayman Is- at this," said Dirk Van Dongen, as- 1  ,
lands sociation president "It's not just an I

At the same time, unrelated com- academic exercise " 4*4*.1 the product availabilitya

panies will be able to collectively Mr Van Dongen said his group t ' ·/,
purchase product liability insur- has been involved in discussions rw., problem,' according to

:.4ance on a group basis, pre-empting with underwriters for several Les Cheek.state laws which generally prohibit weeks to address members' insur-
group insurance buying ance needs

The purchasing groups will offer He is "extremely pleased" with '(Risk managers)their members economies of scale the legislation and said it Will help
in buying insurance and the buying solve the problems of insurance 7. * :'* should look at the bill toclout of a larger premium volume being unavailable and the "tre- " , f

that they would not have indivi- mendous variations" in product lia- ' see if they can providedually bility premiums that companies :
Some observers consider the with similar risks and experience ; better insurance,'group purchasing provision more have faced

significant than the risk retention It provides a "marketplace op-

.

Victor Schwartz says.group provision that entails the cost tion" to those needing product lia-
of forming an insurance company bility insurance, he said <'They

Mr Schwartz called the bill a have an option other than going
"key market event" that should bare "
cause risk managers to rethink how James Mack, public affairs direc- been federally chartered inder the certain requirements As risk re- hzation costs and management fees
to purchase insurance "They tor for the National Machine Tool aegis of the Commerce Depart- tention groups, these companies These expenses will limit the
should want to look at the bill very Builders Assn, agreed that groups ment Insurers opposed this federal could serve members in all states number of risk retention groups
carefully to see if they can provide will form to pool companies' insur- regulation, saying it could be the without being licensed in each state formed, said one spokesman for the
better insurance for their com- ance needs first step toward federal regulation or using a fronting insurer to avoid insurance industry
panies " "I would anticipate that many of of the insurance industry. run-ins with state regulators Although a risk retention group

our members will certainly look to- The Alliance dropped its OppOsi- The proposal does not permit can secure a charter in any state, it
"We're very pleased with the ward participating in or forming tion when the federal charter pro- these groups to underwrite any risk is expected that most groups will

Senate's action," said Les Cheek, risk retention or purchasing vision was removed It tock a "neu- other than product liability and form under state captive insurance
vp for federal affairs at Crum & groups," he said tral position" this session, recogniz- completed operations insurance of company laws, which set lower ca-
Forster and a key negotiator who Mr Mack said passage of the ing that it was important to the member-owners The groups may pitalization requirements and offer
brought the manufacturers and in- Risk Retention Act lS the first step business community to have the not write insurance for outside other regulatory advantages over
surance companies together on risk on the road to tort reform that legislation, Mr. O'Day said risks Policyholders must be forming an insurer under tradi-
retention would solve product liability prob- But he also emphasized that the owners of the pools or members of tional insurance laws The four

"The bill will provide a market- lems of unavailability and high legislation is not a solution to prod- associations that form the pools states with captive insurance com-
place solution to the product avail- cost uct liability problems in the United Some group-owned captives al- pany laws are Colorado, Tennessee,
ability problem and also a competi- "It (the Risk Retention Act) alone States ready formed can qualify as risk Vermont and Virginia
tive alternative to commercial in- will not solve the problem," he "We want no one to be de- retention groups, if they under- In passing the legislation, several
surance," he said "We welcome the said, "but it is a major contribution ceived," he said "This is not, in any write only product liability risks amendments were added by the
competition and the stimulus the toward resolving the problem and a form, a solution to the priduct lia- The advantage to limiting the Senate
bill will provide us to make sure necessary predicate for achieve- bility problem The real solution captive's business to product liabil- Risk retention groups set up in
our prices are competitive and ac- ment of the other half of the equa- lies with product liability tort re- ity risks and qualifying as a risk re- Bermuda or the Cayman Islands
curate " tion form " tention group is that members can will have to meet the insurance

However, Mr Cheek said :he "It is a free-market mechanism Mr O'Day predicted the legisla- conduct their business in any state captialization requirement of at
provisions of the law that allow now available to American indus- tion most likely will not contribute without running afoul of state in- least one state before they can op-
self-funding of pooled product lia- try to both assure that insurers ac- to lower premiums and under pres- surance laws Currently, group- erate in the United States Such
bility risks will be less significant curately rate their risks and that ent competitive market conditions owned captives pay a licensed in- groups will also be prohibited from
than the provisions that allow when tort legislation lS adopted, probably will not be used much surer a fronting fee to issue policies being established offshore after
group purchasing of insurance He those reforms will result in a stable "We do not anticipate a great rush and reinsure risks with the captive Jan 1, 1985
said it was unlikely that many risk and an affordable product liability to them," he said to avoid any run-ins«with state in- Another amendment subjects
retention groups would form, par- insurance market " But Mr O'Day added that the bill surance departments risk retention groups to the anti-
ticularly in Industries with severe might prevent "panic pr.cing" by fraud provisions of federal securi-
product liability problems ' Tom O'Day, government rela- insurers that occurred during the Except for the money saved on ties laws

"It's unlikely that competitors in tions officer at the Alliance of product liability crisis of the mid- the fronting fee, which can be as The legislation Was introduced
high-risk industries will want to American Insurers, said the legisla- 1970s that prompted the call for a low as 3% of premiums but as high about two years ago It came about
share each other's risk," he said, tion "did the least possible damage" Risk Retention Act to offer buyers as 10%, businesses forming insur- following the product liability crisis
adding that groups will be better to the insurance industry and was a some options ance companies or captives to qual- of the mid-'70s when insurance was
able to use "joint economic power" "far cry from what the House Under the new legislation, com- ify as risk retention groups will scarce and costs skyrocketed
to obtain pricing concessions passed last year " panies that receive an insurance have to shell out for the same start- Last year, the legislation passed

But a spokesman for the the Na- That legislation would have also charter in any state, Bermuda or up expenses as any group forming the House but died in the Senate
tional Assn of Wholesaler-Distrib- allowed creation of risk retention the Cayman Islands can qualify as an insurance company a feasibility after an unrelated bill was attached
utors, a major backer of the legisla- groups, but the groups would have risk retention groups if they meet study fee organization and capita- to it

Liability in doubt for fire on freighter
Continued from page 2 cars enroute to Jacksonville, Fla, would come into play before lt can Honda Motors would be consid- Lenson
Ltd, both of Japan-will pay :he Portsmouth, Va, and Newark, N J would be determined if :he ship- ered the charterer The extent of damage to the carslosses, said Penn Lenson, national The Blue Hawk is owned by owner were liable and the P&I club The Jurisdiction of any lawsuits is not certain, but it's estimated that
distribution manager for Honda Giant Shipping Co. and was atrisk filed also might determine whether more than half of the cars are da-Motor Co Inc of California operated by Nippon Yusen Kabu- He said each risk is indii dually the shipowner, operator or Honda maged beyond repair Another 25%

And if the fire did start in one of shiki Yaisha (NYK) of Tokyo The contracted with the club and the 11- were liable to 30% have some damage
the automobiles through the manu- ship was registered by Giant Ship- ability might fall to the company The fire aboard the Blue Hawk, a The fire started when the ship
facturer's fault, the port that car ping m the United Kingdom Mu- that chartered the ship instead of 570-foot ship, doesn't represent a was about 700 miles from San
was destined for will determine tual Steamship Assurance Assn the owner huge loss for Honda-considering Francisco Seventeen crewmen had
which of Honda's cargo insurers (Bermuda) Ltd, a P&I club that He said it was unclear if Nippon that some 30,000 cars are delivered to evacuate the burning ship, but
will pay for the losses, he ex- would cover any liability the ship- Yusen Kabushiki Yaisha or Ameri- every month from Tokyo, said Mr no one was hurt
plained owner incurred

The ship was under contract to However, a spokesman said
American Honda Motors Inc with many different rules of cargo Firms unprepared for computer fraud: Article

WILLOW GROVE, Pa -Many ble risks and then address the othy J Hentz, an associate profes-
employers are not prepared for a problems with a comprehensive se- sor of management at Marquette

insurance services guide computer system's vulnerab.hty to curity program, including person- University in Milwaukee, Wis
fraud, warns Dr Michael A Pear- nel training and organization, doc- Dr Hentz offers basic computer
son of Kent State University in umentation, contingency planning, definitions to help management de-
Ohio physical security, application con- termine the proper equipment for

Computer crime losses are esti- trols, signal scrambling, computer their needs in another article in the
ATWOOD & CO. For advertising . mated at between $100 million and consultants and security aware- magazine

information in the $15 billion annually, mainly be- ness "The method of acquiring a com-Consulting Actuaries cause of inadequate computer secu- Of course, it's important that the puter should be considered as care-Claim Reviews Insurance Services Guide rity programs, Dr Pearson says in computer be placed in a secure 10- fully as the type of computer cho-Remsurance and Reserve Analysts
the August issue of Management cation, he said, adding that access to sen," according to Mr Heintzfor Captives and Self Insurers Contact: Barbara Tosheff
World magazine the computer must be restricted He recommends asking for a pro-5000 Ambrose Ave 740 Rush Street

Employers, especially small ones,Los Ange/es, CA 90027 Chicago, Illinois 60611 With the ever increasing variety posal from several vendors to give
(2133 661-9260 Telephone (312) 649-5340 can take certain precautior.s, but no of systems on the market, buying a the user the advantage of competi-

system can be risk-free, he says computer becomes a problem in it- tive bidding and to force evaluation
Employers should analyze possi- self for a small company, said Tim- of the employer's needs .
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C Bl Insurance index  Colonial Penn is still holding on
185-, despite loss of reti rees' business180) L-.%

\
175 By LEN STRAZEWSKI

\
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V
TATHAT HAPPENS to the loser of a major \ Blticker
V V insurance competition? Colonial Penn

165  Group Inc is finding out the hard way signs from 68 insurers before narrowing strongly into the term life insurance, auto-
Still reeling from the loss of two major as- down the search to four the incumbent Colo- mobile and homeowners coverages that had

160 sociation-sponsored health insurance pro- mal Penn, Allstate, Metropolitan Life Insur- been growing rapidly for the insurer
grams, the specialist in direct-marketed per- ance Co and Prudential Insurance Co of Colonial Penn already has begun a ren-

155 21 sonal lines policies for the elderly is laying America ewed personal lines sales effort, including a
|i off staff, preparing new insurance products When the dust cleared, Colonial Penn had new health insurance trust for older people

and looking hard at its future while the rest lost the associations' endorsement to Pruden- called "The 501 Group Insurance Trust " It has
of the insurance industry watches Ual, along with an estimated 25%, or $200 also made plans to reduce its workforce from

l  Whatever plans Colonial Penn executives million of its revenues for the last half of a peak of about 4,800 in 1979 to about 2,800 by
prepare, the insurer will never be the same 1981 1982 to match the needs of a smaller pre-

Insurance industry stocks reversed a five- For most of 1980, Colonial Penn was a sue- The prospects for 1981 began to look less mium volume
week trend, and the Busmess insurance stock cessful and somewhat flush personal lines in- positive and the strain on what could have The results for the first half of 1981 showed

index rose 2.5 points to 169.6 from 167.1. surer that watched steady premium volume been a very successful 1980 began to appear some improvement in non-health insurance
Forty-one stocks posted gains, 16 stocks suf- roll in from group health plans, automobile, Shareholders, not expecting such a major lines, bolstered by expanded life and health
fered declines and another 16 issues were un- homeowners and life insurance policies The loss, filed suit against the firm and its offi- reinsurance premiums In the final six
changed. Stocks posting the largest gains in- company also was growing in expanded ser- cers, charging them with not properly in- months as an endorsed NRTA/AARP in-
cluded Banks Iowa Inc., 12.9%; Frank B. Hall& vices for older people, including travel tours, forming them about the potential long-term surer, consolidated revenues grew to $641
Co. Inc., 11.8%; MGIC Investment Corp., temporary employment services, a retire- damage to stock value The suit is still in the million including life and health reinsurance
11.6%; USL,fe Corp., 11.1 %; and Foremost ment community and a real estate informa- discovery stages and is unresolved premiums of Just under $251 million-a sig-
Corp. American, 9.4%. The biggest losses tion service As part of the phase-out of the association nificant increase from 1979 revenues of
were suffered by Aneco Reinsurance Ltd., Though the profit margins on the associa- business, the insurer was given permission to $3873 milhon including only about $16 mil-
17.4%; Appalachian National Corp., 11.1%; tion business were shrinking, steady growth solicit its current association policyholders lion in reinsurance premiums
Reed Stenhouse Cos. Ltd., 6.0%; CNA Finan- in other hnes eliminated worry before the policies came up for renewal at the Life insurance premiums rose to about
cial Corp., 4.5%; and American General Corp., Consolidated revenues for 1980 reached end of June 1981 Colonial Penn started an $41 4 million in the first half of 1981, com-
3.8%. The 1.5% index rise was greater than nearly $800 million, up from $751 8 million in ambitious plan to rework its program and re- pared to $36 4 million for the same period in
the increase m the Dow Jones 30 Industrials. 1979 Health insurance premiums had grown tain association members 1980 Automobile and homeowners insurance

to nearly $300 million from about $297 mil- The plan cost Colonial Penn net income premium rose to nearly $150 million from
lion 1979, which was a small drop from 1978 gains and generated a pretax income loss of about $140 million during the first half ofBritish Issues

Life insurance premiums grew to $66 mil- about $30 million in 1980 Net income de- 1980
1 Week

9/15 Price P/E Div. Yield High-Low
hon from about $58 4 million in 1979, and clined 27% to $526 million or $326 per share, "We already have proved that we can
property/liability insurance premiums (auto- compared with $4 45 per share in 1979 Losses write satisfactory volumes of life, accident,Companies pence pence % pencepence

Comml Union 159 106 1607 10 1 162-158 mobile and homeowners insurance) had in 1981 were expected to cost another $6 mil- auto and travel without the benefit of prod-
Eagle Star 300 100 2143 71 305-300 reached $263 6 million up from $2447 mil- lion in write-offs from the health insurance uct endorsements we had in the past from
Gent Accident 352 8 2 21 07 6 0 368-352 lion in 1979 The combined ratio for 1980 plan efforts associations," Chairman John J MacWil-
Gdn Royal Exch 332 8 6 2321 7 0 346-332 dropped a bit from the previous year to 97 4 4 We did what we could," remarked James hams told shareholders m a report on the
Phoenix 282 92 2243 79 296-282 Colonial Penn was having a pretty good E Brennan, Colonial Penn's executive vp first half of 1981, which announced a formal
Royal 383 9 8 35 00 91 400-382

year and chief financial officer "We got down to commitment to other non-group insurance
Sun Alliance 950 95 5357 56 992-945

But in early 1980 after the television news the finals Then, during the period in which products
Brokers program "60 Minutes" raised questions about we were allo@ed to continue to solicit asso- Financial analysts agreed with an optimis-
CE Heath 287 112 1500 52 295-287 the profitability and organization of two ciation members, we managed to hold onto tic intepretation and avoided an obvious op-
Hogg Robinson 109 87 857 79 113-109 giant association health plans for older peo- about 26% of our old book, even without the portunity to criticize the firm as net income
Alex Howden 139 90 1000 72 142-137 ple-the National Retired Teachers Assn endorsement for the first six months of 1981 dropped tc
JH Minet 137 124 650 47 141-135 and the American Assn of Retired Persons- "That's pretty good, but clearly we have to only $837,000, or five cents a share, from
Sedg Grp 153 11 2 750 49 1-151 Colonial Penn came under fire for its long- reduce our expense overhead to our new pre- $33 9 million, or $2 11 a share, in 1979
Stenhouse Hidg 95 87 664 70 98- 95 standing relationship with the groups, which mium size and make some product decisions A bath in the tax-exempt bond market, a
Slow Wrightson 230 11 5 17 14 7 4 235-230 represent about 12 5 million people and about the future," he added problem shared with the rest of the insuranceWilits Faber 395 132 1785 45 400-395

meant $276 million in health insurance pre- The Colonial Penn of the future will be a Industry, contributed to the demise of the net
Source Philip Olsen/Alan Chfton, Insurance Industry mium for the insurance company smaller, more compact insurance company, income Income before net realized invest-Specialists Kiteat & Attken Stockbrokers,

London The associations, preparing for policy re- he noted, still selling personal insurance poli- ment losses dropped to $1 million from $34
newals, then solicited bids and program de- cies through the mails, but leaning more million the previous year

"Obviously, they have had some losses, noted senior analyst Robert Brokaw of May-

Bl Industry Stock Report
born, Nugent & Co in New York "But the>
have developed some special skills in the di-
rect marketing of other insurance products

SEPT 15,1981 9/9/81 THRU 9/15/81 SEPT 15, 1981 9/9/81 THRU 9/15/81 that will sustain it The automobile will pla>
a big part in its future, as will supplementa

Insurance Cos Price Chy PE S Div Yld High Low Vol (000) Price & Chg PE S Div °0 Yld High Low Vol (OOO)
---Ill- ------ health insurance products "

Aetna Life & Cas Co NYSE 36.75 28 65 232 63 37.38 36.13 337 2 Travelers Corp NYSE 43.38 52 50 288 66 44.13 41.63 124 8

Mr Brokaw also said that he expected Co-American Bankers Ins Group OTC 5 63 00 106 0 44 78 5.75 5.63 842

American Gen Ins Co NYSE 37.50 -3 8 59 200 53 38.75 37.50 151 1 United Fire & Cas Co OTC 3350 00 87 100 30 33.50 33.50 01 lonial Penn to enter the commercial insur-
American Indty Fint Corp OTC 1350 00 54 112 83 13 50 13.38 79 United States Fid & Gty Co NYSE 40 63 16 60 320 79 41.63 40.63 49 3

American Intl Group Inc OTC 56.00 0 0 10 2 0.40 0 7 56.75 56.00 217 2 United Sves Life Ins Co OTC 1388 47 57 100 72 13.88 13.38 20 8 ance marketplace with an excess/surplus
Uillfe Corp NYSE 2375 11 1 57 076 32 23.75 22.13 151 4 lines subsidiary that would sell insurance

American Natl Ins Co OTC 1275 -10 58 068 53 12.75 12.75 57 3 Washington Natl Corp NYSE 2125 37 63 108 51 22.25 20.63 59 8

American Sts Life Ins Co OTC 1900 -26 61 072 38 19.00 19.00 05 through brokers But Mr Brennan, the com-
Aneco Reins Ltd OTC 238 -17 4 00 000 00 2.88 2 38* 13 0 Zenith Natl Ins Corp OTC 1525 00 85 060 39 15.25 15.25 12 3 pany's executive vp, denies that commercia
Appalaehian Natl Corp OTC 200 -11 1 57 000 00 2.13 2 00* 37
Avemeo Corp AMEX 875 -28 72 050 57 9.00 8.75 6 4 INSURANCE COMPANIES AVERACE 75 42 lines are in Colonial Penn's future

Banks Iowa Inc OTC 3950 129 63 144 36 39 50 35 00 75
"I think we will have to stick with what we

Bitco Corp OTC 37.75 -1 9 53 216 57 38.00 37.50 19 AgentS/BrOkerS know individual term life insurance, includ-
Carolina Cia Ins Co OTC 675 00 68 032 47 6.75 6.75 98

Central Natl Finl Corp OTC 1175 -2 1 38 065 55 11 75 11 75 31 Alexander & Alexander Svcs OTC 31 25 42 10 8 184 59 31.25 30.13 74 9 ing some plans for the under-50 market, au-
Chubb Corp OTC 4425 -03 54 268 61 44.88 44.13 52 6 Baldwin & Lyons Ine OTC 3450 07 58 080 23 3450 3450 05 tomobile and homeowners coverages ancCorroon & Black Corp NYSE 19 00 -0 7 10 0 1.76 9 3 19.25 18 50* 29 8

Combined Intl Corp NYSE 2025 59 55 160 79 20.50 19 50 66 9 Crump E H Coa Inc OTC 1013 1 2 114 040 40 1025 10 13 190 supplemental health insurance for older per-
Connecticut Gen Ins Corp NYSE 47 38 59 62 176 37 48.00 45.13 491 3 Hall Frank B & Co Inc NYSE 27.25 11 8 10 2 1.66 6 1 27.63 25.13 298 7 sons to fill some of the widening gaps thaContinental Corp NYSE 2. 13 16 76 240 99 24.88 23 75 156 3
Crawford & Co OTC 15 25 -1 6 117 0.52 3 4 15.50 15 25* 14 8 Integrated Res Inc AMEX 1400 77 61 000 00 1413 1325 248 Reagan cutbacks are creating," he said
Crown Life Ins Co OTC 101.00 -1 0 11 0 2.80 2 8 102.00 101.00 16 James Fred S & Co Inc NYSE 25 50 7 4 11 8 1.60 6 3 29 75* 25.50 405 7

Marsh & Milennan Cos Inc NYSE 34.50 1 5 11 4 2.00 5 8 34.63 34.50 53 6
"Our next half results will show the first

Crum & Forster NYSE 30 25 48 53 164 54 30 63 29 00 242 4 Penncorp Flncl Inc NYSE 575 70 103 016 28 6.00 5 50 114 2 period without the NRTA/AARP premium
Employers Caa Co OTC 3300 31 54 120 36 33 00 32 00 22 Poe & Assoc Inc OTC 1125 00 98 080 71 11.25 11.25 00

Equifax Inc NYSE 22.75 -1 1 52 240 10 5 23.13 22 63 86 By then we will know what we have to do,"
Excelator Ins Co OTC 16.50 0 0 17 6 0.70 4 2 16.50 16.50 10 Reed Stenhouse Cos Ltd OTC 9.88 -6 0 7.8 0.60 6 1 10.75 9 50° 37 he said
Farmers Group Inc OTC 2700 54 83 112 41 27.00 25 255 135 5 Rollini Burdick Hunter Co OTC 2300 0 0 12 8 1 24 5 4 23 00 22.75 38

First Colony Life Ins Co OTC 6100 00 186 080 13 61.00 60.00 56 AGENTS/BROKERS AVERACE 93 5.2

Foremost Corp Amer OTC 2600 95 77 080 31 26.00 24.00 10 1 General Re
Great West Life Assurn Co OTC 249.00 -1 2 10 1 10.00 4 0 252.00 249.00 00

Hanover Ins Co OTC 2825 37 38 072 25 28.25 27 00* 17 1
Hartford Steam Boiler Inaptn OTC 42.00 00 75 260 6.2 42.00 42 00 09 Conglomerates/Holding Cos. General Re Corp has declared a quarterly

Jefferson Natl Life Ins Co OTC 36 00 1 4 29.0 0.64 1 8 36.00 35.50
American Expres.(Flreman' a Fd) NYSE 42 38 56 7 7 200 47 43 13 41 25 R, 1 dividend of 44 Cents per share of common
Anderion Clayton(Ranger/PanAm) NYSE 23 00 -0 5 56 120 52 23.00 22 75 16 1

Kemper Corp OTC 3088 12 50 160 52 30 88 30 38* 51.7
Anco Inc NYSE 3125 16 7 2 1.80 5 8 31.50 30 630 230 3 stock, payable Sept 30 to shareholders of rec-

Lincoln Natl Corp Ind NYSE 3675 14 56 3.00 82 37.25 36 13• 36 3
City Investing Co (Home Ins ) NYSE 24 25 26 70 160 66 24 38 23 88 147 0 ord Sept 21

Mair Invt Corp NYSE 34 75 11 6 90 128 37 34.75 32.25 443 6
CNA Finl Corp (CNA) NYSE 1313 -45 52 000 00 13 25 13 13• 40 7

Mission Ins Group Inc NYSE 3688 10 67 100 27 36.88 35 50 57.4
Control Data (Comml. Credit} NYSE 67.00 11 79 1.00 15 67.00 65.63 493 6

Nationwide Corp Ohio OTC 2463 00 76 070 28 24.63 24 50 15
General Re Corp NYSE 67.75 00 89 176 26 69.00 67.75 152 8 Nationale-Nederlanden

Northwestern Natl Life Ins OTC 25.00 15 61 1.36 54 25.25 24 50' 10 7
Gulf Utd Corp NYSE 18.13 66 66 132 73 18.13 17.50 52 1

Ohio Cas Corp OTC 3963 00 61 204 51 39.63 39.38 80 5
INA Corp (Ins. Co. or NA) NYSE 3875 06 54 2.40 62 39.75 38.50 137 0

Old Rep Intl Corp OTC 1475 17 38 092 62 14.88 14.50 26 6 Nationale-Nederlanden, the largest insur-
ITT (Hartford Group) NYSE 28.00 10 9 51 260 93 28.00 26.00 1.148 3

Plnehurst Corp OTC 725 36 00 000 00 7.25 7.00 13 1 ance company in the Netherlands, has re-
Optimum Hldg Corp OTC 9 50 2 7 117 0 00 0 0 9.75 9.25 99

Preferred Risk Life Ins Co OTC 1825 50 53 080 44 18.25 17.50 17
Reliance Group Inc NYSE 8650 1.2 9.1 300 35 86.50 ported increased premium revenue and net85.50 88

Provident Lire & Ace Ins Co OTC 4400 00 61 220 50 44.00 44.00 13 4
Sears Roebuck &Co (Allstate) NYSE 16.50 00 77 136 82 16.88 16.38 1.375 5 income for the first half of 1981

Ryan Ins Group Inc OTC 2000 -2 4 8 4 012 06 20.00 20.00 18
S & H Co (Bayly Martin & Fay) NYSE 34 88 0 7 13 6 1 00 2 9 34 88 34.63 92

St Paul Cos Inc OTC 4488 35 77 232 52 44 88 43.38 51 7
Teledyne Inc {Argonaut) NYSE 139 63 -2 8 77 000 00 145 00 139 63 405 7 The insurer reported premium income of

Safeco Corp OTC 3488 07 66 200 57 35.13 34 63 36 1

36 billion guilders ($14 billion) in the first
Traniamerica Corp (Occidental) NYSE 21 63 10 2 6.8 1.28 5 9 21.63 20.00 222 4

Sri Corp OTC 2250 47 47 100 44 22 SO 21.50 23 8 half of this year, compared with 29 billion
Seibels Bruce Group Inc OTC 2338 27 126 080 34 24.00 23.13 30 2 CONGLOMERATES/HOLDING COS AVERAGE 75 3u
Statesman Group Inc OTC 650 CO 55 015 23 6.50 6.50 93 guilders ($11 billion) in the first six months
Tokio Marine & Fire Ins Co OTC 13925 - 3 189 100 0 7 14350 139 25 36 *Record high/low wnce Jan 1, 1981 System design Altman Infomation Sybtems of 1980

Net income increased to $65 2 million from
- ---I $57 8 million.



If you were investing in this Empire
card table, youti consult an expert.

WhybuyWorkers'Comp.any differently?

You don't have to go far to find a Workers'
Compensation program for your business.
But finding the expertise to make it work for
you is another matter.

At American Mutual, nearly 70% of our
business is in Workers' Comp. So we know
more about it than almost anybody And we
apply what we know to what you need. With
programs as individual as you are.

And we can also tailor general liability and
commercial auto insurance plans for you.
With the same know-how we're known for.

So if you value your business, shouidn't
you be talking with the experts?

Photograph courtesy of Sotheby Parke Bernet.
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INSURANCE COMPANIES. WAKEFIELD, MASS. 01880


