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Fred S. James forges

new U.K. broker link

CHICAGO—Fred S. James & Co.
Inc., the fifth largest U.S. commercial
insurance brokerage, will soon acquire
a controlling interest in U.K. and
Lloyd’s of London brokerage Wigham
Poland Holdings Ltd. '

The agreement in principle calls for
James to pay more than $5 million in
Continued on next page
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Multinational insurance programs can be
tricky, but five company profiles point the
way: Page 13.

Risks arz growing in the Fzr East, but risk
management techniques are lagging: Page
26.
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Bntash reserve makes Londm undemnters
cut rates to slow exit of U.S. risks: Page
32.
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major risks:

By KATHRYN J. McINTYRE

Risk management programs in major U.S. corporations:

e Most often use large deductibles, captive insurance compa-
nies, cash-flow programs and self-insurance to fund most risks.

e Use conventional retrospectively rated insurance policies
more often than any other single risk-financing mechanism.

e Mostly snub conventional guaranteed-cost insurance poli-
cies, except for property risks.

e Retain more domestic than foreign risk exposures.

e Are heavily centralized, but more for domestic than foreign
operations,

These are among the findings of a study conducted by pollster
Louis Harris & Associates Inc. and Insurance Research Ser-
vices Ltd. of Philadelphia for eight insurance companies and
broker Johnson & Higgins.

The study summarizes the risk-financing and risk manage-
ment administration practices of 538 major U.S. corporations
for five major risk categories, providing the best documentation
to date of corporate risk management techniques.

The results, based on field work conducted in February 1979,
have been closely guarded by the subscribers under an agree-
ment not to release the report outside their organizations.

A copy of the report was given last week to Business Insur-
ance.

It shows risk managers mix and match funding techniques
for various risks, with no one technique consistently applied to
all corporate risks. And risk managers in major corporations
don’t agree on which risk-financing technique works best for
which type of risk.

Designed to help the insurers and insurance brokers plot their

NEWSPAPER

Survey

marketing strategies, the study contains an obvious bias toward
the use of insurance products by corporate America.

The analysis of risk-financing techniques, for example,
probes into only the predominant risk-financing mechanism
used in six major categories of risk. This qualification some-
what limits the analysis of corporate use of captive insurance
companies and self-insurance, non-insurance product risk-
financing techniques that have gained popularity as less costly
than insurance. (Captive use was further probed. See story,
page 69.)

The study makes it clear, however, that guaranteed-cost poli-
cies are snubbed as the predominant financing technigue for
any risk in more than half of the surveyed companies.

bi exclusive

Only for property risks is guaranteed-cost insurance still a
strong risk-financing technique, used by 42% of the companies.
But another 48% said large deductibles were the predominant
risk-financing technique for property risks.

Thirty percent of the companies buy conventional insurance
policies to fund their automobile liability risks. Twenty-five

- percent buy conventional insurance policies to fund opera-

tions/premises liability risks.

Probably reflecting high prices for product liability insur-
ance, only 20% of the companies said they buy conventional
product liability insurance. Only 9% report buying conven-
tional insurance policies for workers compensation.

Continued on page 68
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James forges London link

Continued from previous page

cash for 53% interest in the U.K. firm from Anglo-Continental In-
vestment & Finance Co. Ltd., a British holding company. The
Thomson Organization, a minority shareholder will increase its
ownership to.35%.

The purchase, however, will not change the James policy of us-
ing several London bmkers on a non-exclusive basis, James chair-
man James Vaughan said.

James joins the ranks of several other large brokers that have
purchased large interests in London firms, including Marsh &
McLennan acquiring C.T. Bowring and Corroon & Black increas-
ing its share of J.H. Minet.

Wigham Poland has a joint venture in N.Y. with broker Schiff
Terhune, that remains unaffected by the purchase according to
Frank Schiff, Schiff Terhune chairman.

Alexander & Alexander continues its negotiation of a profit-
sharing plan with the Sedgwick Group in the United Kingdom.

Rockwell to indemnify Pullman

CHICAGO—Rockwell International Corp. will indemnify
Pullman Inc. here for any losses under an $80 million lawsuit filed
against Pullman by New York City charging subway cars Pullman
sold. the city are defective.

The indemnification was expected under a hold harmless agree-
ment, Pullman requires of suppliers (BI, July-9, 1979). Rockwell
supplied Pullman with the undercarriages for the subway cars.

Pension bill expected to pass

WASHINGTON—Both houses of Congress are expected to pass
a version of the multiemployer pension bill agreed to Wednesday
by a Senate-House conference committee.

The bill would place tougher standards of liability on employers
who withdraw from multiemployer pension plans. This would re-
duce the Pension Benefit Guaranty Corp.'s exposure to losses from
plans that fail.

Conferees adopted two Senate provisions on offsets of benefits.

An amendment exempting Hawaii's prepaid health care law
from ERISA preemption was removed from-the conference com-
mittee bill.

Itel threatens to sue Lloyd’s

SAN FRANCISCO—Financially beleaguered Itel Corp. has
threatened to sue Lloyd’s of London over delayed payments on its
computer leasing claims. It says the London exchange is dragging
its feet on a January agreement.

In January, the San Francisco firm announced it had reached a
settlement with Lloyd’s that called for Lloyd’s to settle all out-
standing computer leasing claims—estimated at $200 million—and
take over the remarketing of the computers when their leases ex-
pired (BI, Jan. 21).

E.F. Hutton uninsured for suit

NEW YORK—E.F. Hutton says it is uninsured against possible
losses in a $35 million lawsuit filed by a group of investors who
contend zhe firm gave them false and misleading information.

Thomas Rae, general counsel for E.F. Hutton, said the
company’s errors and omissions insurance usually includes only
higher-level executives. The matter in question involved an ac-
count executive. Matters of this type are usually settled out of
court, he added.

Lloyd’s covers most of carrier

LONDON—LIloyd’s and other U.K. marine insurers hold nearly
82% of the risk of the loss of the missing bulk carrier Derbyshire,
believed lost in a typhoon off the coast of Japan.

The hull, valued at $23 million, and the $3 million worth of iron
ore carried are insured for primary layers in Japan.

they were arrested.

Lloyd’s insures stolen gems

CHICAGO—Some $2.4 million in'stolen jewels, including the
famous Marlborough diamond, are insured through Lloyd's of
London for an amount to be based on market value,

The gems were stolen in a robbery from the fashionable Graff
Jewelers in London Sept. 11. Two suspects were arrested later as
they disembarked from a transatlantic flight at O’Hare Interna-
tional Airport here, but they were not carrying the jewels when
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Court allows cover
for some bias suits

Ey RHONDA L. RUNDLE

URBANA, Ill.—Employers
charged with employment dis-
crimination may be insured

against Equal Employment Op- -

portunity Commission fines, dam-
ages and defense costs if the viola-
tion is not deliberate.

Although damages from overt
diszcrimination are not insurable,
un:ntentional discrimination costs
may be covered, ruled the U.S.
Court of Appeals in a recent 7th
Circuit decision involving Federal
Insurance Co. and its pohcyholder
Solo Cup Co.

The court, in its decision, recog-
nized the distinction between
overt discrimination and disparate
irrpact, a concept established in
Ti:le VII of the Civil Rights Act of
1964.

The disparate impact theory
states that employment selection

criteria that are fair and neutral in
form may unintentionally become
discriminatory in practice.

This is the first appellate level
case holding that an insurer can be
held liable for EEOC discrimina-
tion fines and lawsuit damages,
noted the winning attorney for
Solo Cup Co.

The impact of the landmark de-
cision is hard to gauge, however,
because many insurers spotted the
unwelcome exposure a few years
ago and excluded such coverage.
But some umbrella liability con-
tracts still list discrimination
among other covered personal in-

jury torts, insurers concede reluc-

tantly.

Underwriters, insurers argue,
did not foresee how the term might
be applied and deny coverage
against discrimination employ-
ment practices even when, the

$2.6 million appropriated

word ‘‘discrimination” appears in
the policy.

Federal Insurance Co., a unit of
Chubb & Son Inc., is petitioning
the U.S. Supreme Court to review
the appellate level ruling, reports
John Guy, attorney for the insurer.

“We never dreamed our policy
would be interpreted in this way,”™
explained a spokesman in
Federal’s casualty claims depart-
ment. “Four or five years ago we
were getting a rash of EEOC
claims, and it looked like we had a
disaster on our hands.”

Although the EEOC lawsuits
haven't stopped, he says, the surge
of claims into the insurance com-
pany has stopped. “There is no
good explanation for it,” he ob-
served.

Other insurers say they never
have been plagued with such
claims, perhaps because they

Continued on page 69

California bill sets a fund

SACRAMENTO—Gov. Jerry
Brown is expected to sign a bill to
create a fund that will advance
temporary disability and medical

- payments to workers who con-

tracted asbestosis on the job.

The California legislature has ap-
oropriated $2.6 million for the ac-
count within the workers compen-
sation uninsured employers fund.

Before seeking the payments,
the workers must file a claim
-against the employer or workers
compensation insurer. But if the
employer cannot be located or de-
nies liability, the worker can get an
advance pending resclution of the
claim.

‘“‘Nobody really knows how
many asbestos workers will be af-
fected by the plan,” said Paul P.
Gladfelty of the California Manu-
facturers Assn. “Some say it will
be a few hundred, others a thou-
sand—only experience will tell.”

But Mr. Gladfelty believes the
fund will be depleted quickly. The
bill (A.B. 946) provides that em-
ployers reimburse the fund once a
claim against them is established,
but some asbestos manufacturers
have gone out of business.

Also, medical bills of $100,000
are not uncommon in cases involv-
ing treatment of asbestosis, Mr.
Gladfelty points out. At that rate,
26 claims against the new account
would instantly empty it.

The CMA and other employer

and insurer groups believe the bill.

sets a bad precedent of establish-
ing special funds for occupational
disease. They point to the enor-
mously costly federal black lung
disease program.

Early versions of the bill,
amended nine or 10 times before it
finally passed the legislature in
late August, specified that ad-
ministrative costs be borne by em-
ployers. The version that passed
charges those costs to the unin-
sured employers fund in the state
treasury.

Asbestos workers seeking bene-
fits from the account will be aided
by information and assistance offi-
cers appointed by the state direc-
tor of industrial relations, the bill
also stipulates,

The bill, sponsozed by assembly-

man Art Agnos, makes no provi-
sion for additional appropriations
once the seed money is spent. All
payments from the fund will be

for asbestosis claimants

terminated after Dec. 31, 1985, un-
less a separate law is enacted to ex-
tend the program:

—Rhonda Rundle
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lars in uninsured losses.

birds.

WASHINGTON—An exotic bird disease winging across the na-
tion may cost pet distributors and poultry farmers millions of dol-

But federal funds will pay some of the losses of the destroyed

Bird loss
pecks at
fed funds

Already the U.S. Department of Agriculture has awarded almost

‘$500,000 to exotic bird shops in Florida from a.special national

animal poultry emergency fund, said a USDA spokesman. Though
almost 10,000 birds have been destroyed no poultry is involved
yet, he said.

The disease first roosted in Miami's Pet Farm Inc. two weeks ago,
where more than 6,300 exotic birds from finches to macaws had to
be destroyed. Now birds are being tested in 17 states, including.
California and Illinois.

“Our most expensive was a secretary bird which cost us $2,000,”
said Dr. Bern Levine at Pet Farm Inc. He first detected the symp-
toms.

“We had bird losses, and we shut ourselves down for a week.”

By that time, Pet Farm Inc. had lost 1,000 birds, not included in
the 60% of losses to be paid by USDA.

Pet Farm Inc. has been awarded $393,890 in indemnities for the
destroyed birds, but that does not include cost of cleaning and
disinfection or purchase of feed, which will be paid later, said a
USDA spokesman.

“It doesn't cover loss of business,” he said, but “‘it helps compen-
sate them for their loss.”

Before Dr. Levine discovered the disease, Pet Farm Inc. had
distributed 22,000 exotic birds to 33 states, the District of Columbia
and Canada. All these birds are suspect, said the USDA spokes-
man. “We're tracking down all those shipments now.”

The last outbreak of this disease—a rare Newcastle virus—was in
California in 1971-73, when more than two million birds were des-
troyed. The California poultry industry was awarded more than $56
million from the USDA for its huge losses.

The USDA has borrowed $2 million from the Commodity Credit
Corp. and plans to ask Congress for an additional $4 million appro-
priation for the current losses. —Stacy Shapiro
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" The
race

Presidential

“candidates

ride clashing
party platforms

By JERRY GEISEL
and STACY SHAPIRO

WASHINGTON—ASs the presidential race rounds the
bend, party platforms keep Jimmy Carter and Ronald
Reagan galloping in opposite directions on health care,
pensions and worker safety.

Independent candidate John Ar.derson follows his own
National Unity trail but veers occasionally to the GOP
and Democratic paths.

Though candidates are saddled with party platforms,
they are not necessarily bound to them. However, both
risk managers and benefit managers can use the three
platforms to gauge the candidates’ stands on issues that
would affect their company and employees’ welfare.

So before anyone bets on a winner, here’s a tipsheet:

Health care

The Democrats want national health insurance, but the

Carter

Republicans and the National Unity party are against it.
The GOP is against “all proposals for compulsory
health insurance.” It believes health care reform belongs
in the private sector. Mr. Anderson says, “We cannot af-
ford comprehensive nationalized health insurance.”

Democrats seek enactment of a national health care
plan that would include:

¢ Universal coverage.

e Comprehensive medical benefits, including preven-
tive, diagnostic, therapeutic and rehabilitation services
and complete coverage of catastrophic illness.

e Apggressive cost-containment provisions.

e Participation of private insurers with public regula-
tion,

Neither Mr. Reagan nor Mr. Anderson supports these
planks. But both want some reform in the nation’s $200
billion health care system.

All three parties advocate reform of Medicare to encour-
age home-based medical care, but only the Republicans
emphasize personal health prevention and physical fit-

Anderson

Photos: Wide World

Reagan

ness as a cure for rising medical costs.

“Preventive medicine combined with good personal
health habits and health education can make a major im-
pact on the cost of health care,” the platform says.

Mr. Anderson would encourage market-oriented incen-
tives to cut health costs. His health care platform would:

¢ Amend Medicare and Medicaid to allow participants
a choice of competing health care options, including
health maintenance organizations.

e Make employer health insurance tax-deductible if
several qualified, competitive insurance plans are offered
to-encourage competition in the private sector.

Mr. Anderson wants to encourage employees to make
cost-effective selections and encourage insurers to moni-
tor the cost and efficiency of health care providers.

e Make it mandatory for private sector employers to
offer catastrophic insurance.

Mr. Anderson also supports health insurance programs
that cover women'’s health needs, such as pregnancy care,

Continued on page 62

By CAROL G. BLITZER

SAN FRANCISCO—Levi Strauss & Co. is putting a new
crease in its long-term disability program: insuring the first two
years of coverage and self-insuring thereafter.

Most large companies prefer to insure excess liability and bear

e \& o
i
¢

“Ultimately, we will offer a cafeteria plan and give
X dollars for credit,”” says Sarah Gingrich.

il
! a’-
.
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the first layer of risk themselves. After reviewing bids this week,
the world-famous jeans manufacturer soon will select an insurer
to underwrite first-dollar long-term disability coverage.

“We feel the bulk of administration and a major portion of the
risk is carried in those first two years,” explained Sarah W, Gin-
grich, recently promoted to manager of employee benefits. Then
the insurer continues in an administrative capacity only.

In benefit planning, however, this is mainly a year of wait-and-
see at Levi Strauss, which has more than doubled sales and
tripled net income in the last four years. Net sales in 1979 topped
$2 billion, generating net income of $192 million.

Ms. Gingrich is conducting a perception study to assess how
employees perceive the benefits program.

“If we're spending a lot of money on something the employee
perceives as worthless, then we have to take some action,” she

Levi's designs new pattern
for funding its disability plan

said. “We can eliminate it (the benefit), change it or educate
employees fo understand its value,” =

She expects employees will ask for a flexible benefit plan.
“Ultimately, we will offer a cafeteria plan and give x dollars for
credit per employee,” Ms. Gingrich explained.

Levi Strauss is considering portable whole life insurance that
workers could carry from employer to employer or into retire-
ment. But the plan is more than a year away.

“Prepaid legal is something we are also looking at, although
only at arm’s length,” said Ms. Gingrich, who joined Levi Strauss
three years ago after serving as group insurance manager of
Clorox Co. Previously she worked for broker Marsh & McLen-
nan for two years.

Benefit planning is taking on a bigger role in personnel man-
agement at Levi Strauss. The corporation recently promoted
former benefit manager Ernest J. E. Griffes to director of com-
pensation and benefits, a new position,

Ms. Gingrich was apppointed manager of employee benefits,
taking Mr. Griffes’ day-to-day benefit responsibilities. Three
years ago, neither job existed. But today the company considers

Continued on page 64

It's tough to be sure about toxic waste

By STUART EMMRICH

NEW YORK—No one knows if
the country has enough-hazardous
waste sites, and no one knows how
safe existing sites are.

That makes the assignment a
tough one for the risk manager
who has to make sure his company
is disposing of hazardous wastes
safely and legally.

The Environmental Protection
Agency estimates only 10% of the
57 million metric tons of haz-
ardous wastes produced annually
in the United States are disposed
of properly. It intends in Novem-
ber to rectify that situation with

new regulations that spell out how
to dispose of wastes, where sites
can be located and how they have
to be separated from surrounding
environment.

Meanwhile, waste disposal com-
panies are looking for still more

sites for their greatly expanding

business. And Congress is nearing
passage of legislation that would
force onto manufacturers much of
the ‘inancial responsibility for
clearing up already existing toxic
sites.

“Until we clear up alot of uncer-
tainties, such as how much of
present wastes are being disposed
of properly, where are they all go-

ing, how many companies are in-
volved in the whole process and
exactly what the EPA has in mind
for the industry, I don’t think you
will be able to find one person who
can tell you straight-faced that
there is or is not a hazardous waste
problem,” said Jeff Diver, senior
environmental counsel of Waste
Management Corp. in Oak Brook,
I1l., one of the country’s largest
waste dump operations.

“From the EPA on down no one
really has a clear idea of what the
situation is,” he said.

Michael Murphy of Clement As-
sociates, a Washington, D.C., en-

vironmental consultant for pro-
ducers of hazardous wastes, agrees
that no clear-cut answers are near.

“Right now most people are
waiting until the dust clears before
they will know exactly what the
new EPA regulations will require
of them,” Mr. Murphy said.

“There is a lot there to go over,”
he said of the new voluminous reg-
ulations. “It will take some time
before anyone will know exactly
what they all mean.”

Of immediate .concern to haz-
ardous waste generators are two
bills headed for passage in Con-
gress that would create an indus-
try-paid “superfund” to clean up

existing toxic waste sites.

‘'The House was scheduled to
vote late last week on a bill that
would create a $600 million fund—
half of it paid for by fees assessed
against manufacturers that gener-
ate toxic wastes—to clean up such
sites over the next four years.

A much more expensive bill, one
that calls for a $4 billion fund with
all but $560 million to come from
industry, is almost sure to be ap-
proved by the Senate Finance
Committee and go to a floor vote.

The move to pass the superfund
cleanup bills recently got a boost
when the U.S. surgeon gen-

Continued on page 67
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Free exams top perk list, study says

FREE MEDICAL examinaticns
are one of the most widespread
perquisites provided to corporate
executives, says a study by Tho-
mas R. Conlon & Associates, acon-
sulting firm in Deer Park, N.Y.

The study covered 234 compa-
nies with sales volumes ranging
from $4 million to more thar. $1 oil-
lion, with an average sales volume
of $201.7 million.

Ninety, or 38.5% of the partici-
pating companies provide the ex-
ams at an average annual cos: of
$269 per executive participant, or
0.5% of the average annual kase
salary of those executives.

Forty-two, or 17.9%, of tke com-
panies pay the premiums for com-
prehensive medical coverage, at an
average annuzl cost of $1,596 per
participant or 2.4% of average an-
nual base salary. Premiums for ad-

(  benefit beat

)

ditional medical insurance are
paid by only 18, 0= 7.7% of the com-
panies, at an average cost of $555
per participant o= 1.9% o average
salary.

The survey also found that:

e Twenty-four. or 10.3% of the
companies pay premiums for non-
qualified supplerental retirement
plans, although such plans are
costly: an average $12,414 a year
per participant o 13.4% of average
salary.

e Eighteen, or 7.7%, provide free
financial planning services at an
average cost of $2,333 or 3.1% of
average salary.

e Twelve, or 5 1%, pay premium
for additional life insurznce at an

averag= cost of $2,633 or 7.9% of
averagz salary.

e Five, or 2.6%, pay premiums
for split-dollar insurance coverage,
znother costly bemefit averaging
$10.200 or 14.5% of average salary.

e Six, or 2.6%, pay premiums for
personal zatastrophic liability cov-
erage at an average cost of $494 or
0.79% of average salary.

Rate hearing

The state insurance department
will hold a Sept. 22 hea-ing into
Manhnatzan Health Plan’s request
Jora 21.5% subscriber rete increase
set to taze effect Nov. 1. The in-
zrease would affecs 15,00 Manhat-

tan residents who are served by
the health maintenarice orgzniza-
tion.

A most all of the HMO’s mem-
bers are group subscr:bers.

Under the proposzl, rates for
family coverage, whica now ~ange
from $82.03 to $84.69 a month de-
pending on the rating structure
and extent of deperdent coverage,
would rise to $93.67 to $10290 a
month.

Frescription drug coverage,
which now costs families §£.85 to
$5.94 a month, would rise tc $7.11
to §7.22 a mon:h. :

Self-funded savings

MUESCO Inc. of Houston hopes
to save $33,000 this year under a
new partially self-insured 2lan for
its 260 employees.

Under the plan, employees pay a
$200 deductible. MUESCO pays
the next $300 in claims and any ad-
ditional claims are paid by General
American Life. Third Party Ad-
ministrators Inc. of Garland, Tex.,
administers the plan.

The new policy adds a provision
for second opinions on elective
surgery and the agreement with
Third Party Administrators in-
cludes claims audit and policy
management services.

MUESCO previously insured its
health plan with Prudential. That
policy cost the company more
than $300,000 a year, said Bill Hen-
ry II, executive vp of MUESCO.

L]
Made any benefit changes? Write
Valerie Berg, Business Insurance,
740 N. Rush St., Chicago, Ill. 60611
or call 312-649-5430.

Put Corroon:Black
towork for you.

We'll put more perks per dollar

in your employee benefit program.

Chances are, different people in your business need dif-

ferent kinds of employee benefits to keep them happy.
Some, just basic group health, pension and life
packages. Others also require estate planning and
individual programs as perks. That’s where a
Corroon & Black checkup can help you offer more
without paying more. Call us and we’ll analyze your
entire employee benefit package.

benefits are on

We'll help you start programs to control
costs. Tell you :f your employee

®
1

par with the industry. And close coverage gaps vou
may not even know existed. It's the approach
Corroon & Black has used successfully for 75 years—
fcr companies o7 all sizes around the world. Today,
we’re one of the top ten insurance brokers ‘n the
world—and one cf the fastest growing.

For a complete checkup, call

@ . . Richard M. Miller, President,
=5 toll-free, at 800-221-7024.

(In New York, cali collect,

(8 Corroon:Black

212-363-1100.)

Wall Street Plaza, New Vork, N.Y. 10005 =- Cffices nationwide and worldwide

( washington )

EPA seeks
asbestos
iInspections

WASHINGTON—Elementary
and secondary schools must be in-
spected for asbestos material that
could be a health hazard, say regu-
lations proposed by the Environ-
mental Protection Agency.

Federal grants to pay up to 50%
of the inspection cost are available
from the U.S. Department of Edu-
cation. The law also provides 20-
year, interest-free loans to pay for
asbestos removal.

A voluntary inspection program
has proven ineffective, the EPA
maintains. It estimates about
10,000 school buildings contain as-
bestos, but only 60% have com-
pleted voluntary inspections. The
cost of removal may have blocked
compliance, EPA engineers say.

The new regulations would re-
quire public and private schools to
identify hazards by taking air sam-
ples and having them analyzed by
alaboratory. School personnel and
parents would have to be told test
results.

A standard for mandatory asbes-
tos removal has not been set, but
may be in upcoming regulations.

A hearing on the proposed regu-
lations is scheduled for.Nov. 17 in
Washington.

Four Chicago schools were par-
tially closed this month because
they require immediate repairs to
remove asbestos hazards (BI, Sept.
8).

Universal pensions

The President’'s Commission on
Pension Policy will examine the
possibility of a universal private
pension system as part of its re-
search on solutions to pension
problems.

The commission has announced
that the U.S. Department of Labor
and ICF, a Washington-based firm,
will look into five or six alternative
plans for minimum universal pen-
sions and their effects.

Researchers will probe the im-
pact of each alternative on pension
coverage, the quality of benefits
when combined with Social Secu-
rity, short- and long-term esti-
mates, overall economic effects,
economic impact on specific in-
dustries and assessments of how
changes on specific features might
affect costs and benefits.

Results of the $265,000 study are
expected at the end of this month
and a final draft will be published
in January. L}
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HERBERT L. JAMISON & CO.
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Computer saves
Tampa $20,000
on prescriptions

By MARY ANN MATLOCK

TAMPA, Fla.—A computer can
be a city's best friend when it
comes to guarding benefit costs.

Last year Tampa saved $20,000

. because computers doggedly paid

pharmacies only preset amounts
for drugs dispensed to city em-
ployees filing workers compensa-
tion claims.

The program, born in July 1979,
was designed to cut the costs of the
city’s self-insured workers com-
pensation program for 5,000 em-
ployees. It is working so well the

city expects to save an additional
$10,000 in 1980 and eliminate false
prescription payments.

Prescription rates are preset ac-
cording to product code and allow
pharmacies to charge the average
wholesale generic drug price plus
a $2.75 dispensing fee, says city
claims manager Larry Archbell.

Since the computer pays accord-
ing to product coding, overbilling
Or eITOrs are rare.,

This program is patterned after a
Florida state system used to con-
trol Medicare prescription costs.
Wholesale prices are set and up-
dated monthly, but the dispensing
fee hasn’t been changed since
Tampa started the program. It is
unlikely to change unless the Med-
icare rate increases, Mr. Archbell
says,

“Before, we had no contrel over
the prices of drugs. Prices were
20% to 200% higher than what we
are now paying,” he said. “We fig-
ured if pharmacies cooperated
statewide under Medicare, they
would be willing to do it for us.”

About 50% of the area’s pharma-
cies participate in the city pro-
gram. Many dispensers are chain
stores or 24-hour convenience
stores, Mr. Archbell said.

For participating in the program,
pharmacies receive guaranteed
payment and a new type of pa-
perwork.

“We sent out prescription forms
to all doctors and guarantee pay-
ment on City of Tampa prescrip-
tion forms,” Mr: Archbell said. If

Tampa expects to
save an additional
$10,000 in 1980
under the program.

these forms are not used, pharma-
cies must contact the city’s claims
office to receive authorization to
fill the drug order.

To bill the city for the prescrip-
tion cost, the pharmacies must use
a city-supplied form that includes
space for a city-assigned product
code,

These order forms ensure unifor-
mity among pharmacies and cut
down on claims processing time,
say Tampa officials.

“Before, we spent more time
processing bills,"” said Glenn
Simpson, director of administra-
tive services and risk manager.
The new program has cut turn-
around time on bills to two to three
days, an improvement of two to
three weeks before a computer
system took over.

The new program also allows the
city to compile data on individual
claimants to cut the chances of
abuses.

“Each drug is listed under each
claimant,” Mr. Archbell said.
“Abuse is possible under any self-
insured program,” he admitted,
but added that now at least drugs
have strict authorization and are

=

A monitored by the city.

“We felt there was a good bit of
abuse before this system,” agreed
Mr. Simpson. Before accurate rec-
ords were kept, workers compen-
sation claimants may have had any
preseription filled, whether it was
for an on-the-job injury or not.

About 10,000 prescriptions are
filled under the city's workers
compensation program annually.=

...then the good news. General Re~&

Armerica’s Largest Reinsurer

General Reinsurance Corporation, Greenwich, Connecicut
Allania. Cricago. Columbus, Dallas, Hartford, Houston, Kansas City. Los Angeles, New York, Philadelphia, Washington, San Francisco, Seattle,
Montreal. Toronto, and London.
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CAPTIVE INSURANCE

The captive insurance company is a mysterious cancept. Landmark is ac-
tively involved, through offices in Bermuca, the Bahamas and the Cayman
Islands, in the management of offshore insuraice subsidiaries for mejor
corporation/association clients. Our onshore offices provide captive
feasibility analyses for you or your insured. May we tell you more?

MR. WILLIAM E. THOMPSON, PRESIDENT
THE LANDMARK INSURANCE GROUP, INC.

POST OFFICE BOX 676, OKLAHOMA CITY, OK. 731011 TELEPHONE 405/521-9911 TELEX 74-7191

THE WORLD OF THE @) LANDMARK GROUP

_

lllinois to study
rate reductions
for work comp

SPRINGFIELD—The Illinois
insurance department is jumping
into actior. to cut workers compen-
sation rates.

The departmer:t is ordering all
insurers to save 5% of their pre-
miums for employver refunds if any
premiums are found to be exces-
sive under the state’s new workers
compensation bill.

Insurance director Philip R.
O'Ceonnor also is making cost con-
tainment mandatory, based on rec-
ommendations in a report by inde-
pendent hearing officer Dr. Ken-
neth A. Tannenbaum.

*“Continen:al makes handling a
foreign exposure as easy as domes-
tic. Often eas:er. Actually the paper-
work is less than on a domestic risk.
Continental’s international people
cut through the red tape and come
up with the coverage faster than you
can say ‘Abu Dhabi’.

“My cliens like the idea they can
have their exposures covered by an
American company, right on their
doorstep—even though the risk is
half a world away.

*“I like i, too. Handling interna-
tional builds my stature with my

clients—and often leads to additional

domestic business.”
How about your comer of the

world? Are you writing interational

business? You could be adding to
your prem_ur volume easily.

‘Why no: let Continental’s inter-
national specialists and network of
24 affiliates ia 70 countries help
meke international insurancz your
cup of tea

International insurance:
Make it your business.

The
Continental
Insurance

. Companies

sudsidiaries of

Tha Contirental Corporation
Heme Office:

80 Maiden Lane

New York, 4.Y. 10038

Mr. O’Connor has ordered all
workers compensation insurers to
send a representative to a Sept. 26
prehearing to lay out discussion
rules for an Oct. 14 hearing in Chi-
cago on possibly reducing insur-
ance rates. The Sept. 26 meeting
will be at 10 a.m. in the State of
Illinois Building at 160 N. LaSalle
St., Chicago.

Insurers lost an earlier letter-
writing campaign to strike provi-
sions granting employers more in-

" formation about loss histories and

greater freedom to challenge in-
surers (BI, July 21).

The workers compensation re-
form bill, signed by Gov. James
Thompson Sept. 16, favors busi-
ness by capping some benefits, es-
tablishing hearing-loss standards
and permitting group self-insur-
ance.

Insurers will be asked Oect. 14 to

lllinois is ordering
insurers to save
5% of premiums
for possible
employer refunds.

give testimony on the adjustment
of rates, medical benefit deducti-
bles, hearing-loss standards, expe-
rience pooling and changes in the
second injury fund.

The Tannenbaum report, which
was used in writing the bill, calls
on the insurers to establish cost-
containment procedures.

Dr. Tannenbaum said insurers
could reduce costs by paying only
for reasonable medical fees and
necessary health services, and set-
ting guidelines for referral of in-
Jjured workers to rehabilitation.

Dr. Tannenbaum also urged in-
surers and the Illinois insurance
department to educate employees
and employers on benefits under
the law and offer material on such
topics as rehabilitation centers.

The workers compensation re-
form bill, which passed the general
assembly in the closing days of its
spring session, represents the
most substantial changes in the
workers compensation law since
1975. Specifically, provisions in
the bill will:

e Freeze for three years the
maximum benefit for permanent
partial disability at $269 a week, re-
gardless of what happens to the
state’s average weekly wage.

e Require insurers to make
monthly reports to policyholders
on all compensable claims in-
curred during the previous month,
the amounts paid or reserved and
the reasons the claims were ap-
proved.

® Limit to two the number of
physicians an employee can con-
sult.

e Eliminate employer liability
for accidental injuries suffered
from voluntary recreational activi-
ties, drug and alcohol rehab;ln‘.a—
tion programs.

o Restrict lawyer fees in most
cases to 20% of benefits awarded,
with a $100 ceiling in certain un-
contested cases.

e Establish hearing-loss stan-
dards at 85 decibels for 100% loss
of hearing and 30 decibels before
any loss of hearing could be
claimed. Harmful noise is identi-
fied as starting at 90 decibels on an
eight-hour time-weighted basis. =
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One key reason is our Permanent Wkg Group,the  annual J&H European neti&dkk égfernce have buit a
unique capability Johnson & Higgins developed years  client service delivery system matched by no other broker.

ago to serve multinationals, European or American. The longstanding personal relationships of the PWG
The PWG is composed of senior operating members and the cohesiveness and flexibility of
executives from J&H in Europe and our network of our network permit J&H to convene swiftly specialists

exclusive European-based correspondents. Through needed on behalf of a client anywhere in Europe on
this network, J&H serves more leading multinationals amoment’s notice.

than any other broker. And that can make a world of difference to your
The regular working sessions of the PWG and the company.

Johnson‘*Higgins

The private insurance broker. e answer only to you.

RISK AND INSURANCE MANAGEMENT SERVICES., EMPLOYEE BENEFIT AND ACTUARIAL CONSULTING THROUGHOUT THE WORLD
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[ editorial opinions

Risk of underuse

TE SEE A dangerous, unrecognized

risk lurking in too many companies

in corporate America. It's underuse of risk
management and risk managers.

Because of the tremendous strides risk
management has made in the last decade,
it’s tempting to focus on how far risk man-
agement has come and stop looking at
how far it has to go. But two articles in last
week’s issue remind us there is more to be
done to develop corporate recognition of
risk management and risk managers.

It's clear from the results of our risk
management board survey that too many
companies aren’'t consulting their risk
management department on new business
ventures to take risk management consid-
erations into account when measuring the
merits of the new ventures. And when
they do ask for an assessment, it seems the
risk of loss may not be adequately
weighed.

The continued movement of risk man-
agers to the ranks of insurance brokers
also points out that too many companies
aren’t making risk management attractive
enough in salary, responsibility and career
path to hold talented executives.

We're not suggesting that movement
_ from risk management to the brokerage
profession doesn’t have merits for the risk
management profession. Indeed, we hope
to see brokerage firms that better under-
stand what the buyer wants and how to
deliver it now that more brokers have for-
mer risk managers on their staffs.

But we don't want to_see a rush of risk
managers out of corporations into the bro-
kerage firms in search of more challenges
and more rewards.

A well-recognized, well-utilized risk
management department should provide
all the challenges, rewards and promise an
ambitious, talented person would want.

If top management consults with the
risk management department about new
business ventures, seeking input on all
phases of a proposal and what risks the
proposal presents, a risk manager would
be plenty busy and plenty challenged.

There’s a lot of work and creativity needed .

to investigate and identify all the potential
losses associated with manufacturing a
new product or buying a new company.
If top management adequately compen-
sates the risk manager and considers him

or her for promotions in corporate finance
or other departments, the risk manager
will know he or she isn’t in a dead-end job.
We hasten to add, however, that some
risk managers may find enough chal-
lenges and rewards in a risk management
department that is used for all its talents.
But risk managers shouldn’t sit around
waiting for top management to recognize
their worth. If you are excluded from con-
tributing to a business decision, quickly
do your homework when you find out
about it and pass your analysis to your
boss. It may be too late to influence the
outcome of the decision you weren’t in-
vited to analyze, but your work will show
your boss the issues and conclusions he or
she should have known about when the
decision was made. If your contributions
are as hard-hitting as they should be, your
boss will call on you next time.
Do you have a risk management policy
to guide you? Does it give you all the
authority and scope you want? If not, sub-
mit one that does to your boss and get it
approved by your board of directors.

If you want to move out of the risk man-
agement department, don’t sit around
waiting for opportunity to knock. Let your
boss know that you have other goals. Get
whatever additional education will better
prepare you for what you want to do.

Recognizing that the risk management
function is often underappreciated, Busi-
ness Insurance created the Risk Manager
of the Year award in 1978 to honor out-
standing risk managers. We will soon an-
nounce the procedure for nominations for
the 1981 Risk Manager of the Year and the
new Risk Management Honor Roll.

Gathering nominations, setting up a
prestigious panel of judges to choose the
winners and making the awards is one
way Business Insurance is trying to gain
more recognition for risk managers. Be-
sides aggressively seeking the challenges
and rewards you deserve in vour own
company, we urge you to participate in
our annual Risk Manager of the Year com-
petition by nominating an outstanding
risk manager-you know. To be one of the
first to receive the nominating forms, send

" your request to Business Insurance, 740 N.
Rush St., Chicago, Ill. 60611; Attn.: Risk
Manager of the Year.

YEAH, I'M SURE
Thck CAN HANDLE

THE PROMOTION /!

( letters

Business Insurance welcomes letters from its readers. Please keep your
comments as brief as possible and we reserve the right to edit or shorten
letters for clarity or space. Please send your comments to Letters to the
Editor, Business Insurance, 740 N. Rush St., Chicago, Ill. 60611.

Analysis simplistic

To the editor: Your editorial
“Improving ratemaking” (Aug. 25)
advocates discounting “long-term
claim reserves” on the grounds
that fairer and lower premiums
may result.

I find your analysis simplistic
and I believe that your conclusions
may be dangerously misleading
for your readership. Since 1 sup-
port the principle of discounting
certain types of losses, I am partic-
ularly disturbed by your argument
that loss discounting will lower
premiums as a matter of course.

Please note that these comments
are my own, and do not necessarily
represent Marsh & McLennan’s
views on this subject.

Your editorial contends that
“lower premiums for all” may re-
sult from discounting losses. Most
assuredly, this will not occur.

e The correlation between what
an insurance company reports in
its financial statements and how it
prices its product is, at best, indi-
rect. In particular, manual rates for
most lines of insurance, including
the liability lines, are based upon
an accumulation of individual-loss
detail. On the other hand, the dis-
counting program described in
your editorial would not apply to
individual claims; thus, most man-
ual rates would be unaffected by
loss discounting.

e The insurance which would be
impacted most seriously by a re-

quirement that carriers discount
losses on their financial reports
would be workers compensation,
Even here, however, the rate-level
impact is uncertain—some large
carriers already discount their
truly “long-tailed” compensation
losses.

e Due to the nominal cash flows
involved and the above-noted dif-
ferences between an insurer’s rate-
making and financial data, loss
discounting would have little or no
direct impact on the price of prop-
erty insurance.

Your editorial points out (with
some truth) that ‘‘discounting
would reveal a truer picture of an
insurance company's financial sta-
tus...."” You infer that this im-
proved perspective will work to
lower premiums. In fact, the oppo-
site may be true in many instances.

e The nagging suspicion that in-
surance companies emphasize
“underwriting profits” to conceal
unconscionable volumes of invest-
ment income is unwarranted. His-
torically, insurance companies
achieve after-tax total returns on
equity only slightly higher than
the median return achieved by
U.S. industry. Stripped of confu-
sion, emotion and rhetoric, an as-
sessment of insurance company
profitability invariably leads to
this one incontrovertible conclu-
sion: property/casualty insurance

Continued on page 66
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elf-insuring
kerscomp,
may beseeing
the tip.

What lies beneath is potential for
real disaster.

Workers comp catastrophe claims that
can cause damage far exceeding the self-
insured retention.

At American Home/National Union, we
have an Excess Workers Comp program that
‘can help soften the crush. With limits up to $15
million and more, over SIRs as low as $100,000
. per occurrence.

And not just for corporations or-businesses. We can
also handle associations as well as individual risk

submissions. Get in touch with us soon.
Plus, through affiliated AIG companies, we can arrange So you can ice a program for your client before they
to help your client control their entire selfinsurance : get hit with something Titanic.

program. Audit their SIR activi-
“ties to improve their efficiency. Provide
loss control and engineering to help

manage their exposures.

And we do all this through underwriting
branch offices across the country. There’s one
' : near you.

American Home/National Union are leaders in
. the excess workers comp market. And we’ll con-

tinue to be leaders for years to come. After all,
isn’t experience and stability what you and your
client look for in a casualty insurer?

" For more information about

Excess Workers Compensation, write:
The AIG Companies, Dept. A,

70 Pine Street, New York, N.Y. 10270.

The AIG Companies

i Name
Let us taketherisks. == - Tl
Member Companies of American International Group. Company
' Address

City State
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Companies line up for P/C packages . . .
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International risks

By JOHN MAES

Multinational firms are standing
in line to get their worldwide prop-
erty/casualty risks carefuliy
wrapped in single-insurer package

' plans that promise central control

and cost cuts, risk managers and_

international specialists report.
The package plans demand reor-
ganization and rethinking of a
company’s risk philosophy(see re-
lated stories), and for broker spe-
cialists it’s like the Christmas rush.
“If a company is interested, it
must agree on one broker,” ex-
plained Allen Brosius, risk man-
ager at Honeywell. “The one-bro-
ker, one-insurer program is going
to become the primary method of

insuring overseas risks,”

‘Firms alsc need help in coor-
dinating programs that may in-
clude reinsurance through a cap-
tive insurance company or ad-

ministering a large self-insured re-

tention, he adds.

Though sometimes they cause
administrative headaches, the
packages seem to be part of a cor-
porate trend to buy early, buy in
bulk and save whatever money
possible in the face of a sagging
economy.

“More and more, companies are
realizing that buying in bulk will
help them realize bulk savings.”
said Peter Reid. managing vp of
Alexander & Alexander’s interna-
tional division. “That's why com-

‘Employee populations bigger than
20,000 can get competitive bids,’
says IBM’'s Frank O'Keefe.

Reporter Mary Ann Matlock
profiles IBM, Am Ex and Purdue
Frederick: Pages 19-24.

Photo: Stacy Shapiro

London market report
begins on page 32

panies are gravitating toward in-
surers and brokers with world-
wide capabilities.”

Even in the face of rising anti-
American sentiment abroad,
“there are very few countries any-
more where you can’t write a man-
uscript policy covering all risks,
particularly for the larger multina-
ticnal accounts,” he said.

“There’s more knowledge in
companies about organization and
operation,” notes Anthony Kar-
olvi, Chicago-based head of Marsh
& McLennan's international divi-
sion,

“Today a much greater number
of U.S. multinationals are more
mature in that field. Twenty years

BY MARY ANN MATLOCK

Pools, packages and central con-
trol are replacing local leadership
of employee benefit plans for in-
ternational subsidiaries of U.S.
firms. Corporate ego isn't the rea-
son, benefit managers say, but sav-
ing money is. :

Left to local decisions, benefit
costs for overseas offices have
grown too quickly and too care-
lessly, international experts
charge. In the face of a sagging
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‘Companies are realizing that buying
in bulk will help them realize
savings'—A&A's Peter Reid.

Asst. features editor John Maes
profiles Halliburton, Honeywell P/C
programs: Pages 16 and 17.

ago, few of them were familiar
with the pitfalls of overseas opera-
tions, but today they know more
about international realities.”

Mr. Karolyi says the proven

economy, U.S. firms are cutting
back on international plans that
have grown too lucrative or ignore
benefits of group buying.

“A lot of American companies
have let overseas subsidiaries go
overboard., Normally, they don't
have a benefit manager and they
don’t get the best deal locally,”
said Kwasha Lipton partner James
Bolland.

“You’ll find some American
companies overseas have the best

track record of captives and self-
insurance for U.S. risks has made
companies more willing to try
them abroad. For years, he said,

Continued on next page

. . . as centralized benefits save money

pension policy in the country. It
doesn’t pay because it creates
problems in the future,” he added.
These potential problems, con-
sultants and corporations say, can
be offset by pooling networks, es-
pecially for life, disability and
medical coverages where social-

ized medicine is not available.
“Employee benefit costs are be-
coming more and more significant.
We suggest employers get out of
naive funding arrangements and
Continued on page 18§

Far East
market
explored
starting
page 26
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$300,000. ANNUAL INCOME .....
«eee 93,900, MONTHLY DISABILITY BENEFIT?

Who can “honestly” call that PROTECTION?
Call us to help fill the gap.

For detdils specific to the above and more about our complete Underwriting Facilities
contacl

asseoa

INTERNATIONAL ACCIDENT FACILITIES, INC.

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

Branch Offices

Suite 503-Buckeye Towers, 3300 Buckeye Road, Atlanta, Georgia 30341 Tel. (404) 452-1311
Suite 170, 8204 Elmbrook Drive, Dallas, Texas 75247 Tel, (214) 634-1861

Multinationals
line up packages

Continued from previous page
the foreign units of firms have not
been in the “habit” of self-insur-
ing, but “the more experienced
you get, the more confident you
feel in that activity and the more
daring you become.”

But savings, not the challenge,
are the main reason big firms are
trying to package international
risks. A manufacturer with wide-
spread overseas risks that pays
$500,000 in gross premiums could
save 20% to 25% by reinsuring the
overseas exposure with a Ber-
muda captive and taking $100,000

wm.H. C GEE &©0- Inc.

Established 1887

Security Insurance Company of Hartford Since 1894

St. Paul Fire and Marine Insurance Co. Since 1902
Sun Insurance Company of New York Since 1924

Marine Indemnity Insurance Company of America Since 1945
Royal Exchange Assurance of America, Inc. Since 1945

Taisho Marine and Fire Insurance Co., Ltd. Since 1957
The Monarch Insurance Cocmpany of Ohio Since 1965
The Camden Fire Insurance Association Since 1974
General Accident Fire and Life Assurance Corp., Ltd.
Millers National Insurance Company Since 1974
Peerless Insurance Company Since 1977

Since 1974

The Baloise Insurance Company of America Since 1978

FOR A STABLE

OCEA

N MARINE,

INLAND MARINE
AND MULTI-PERIL MARKET

SEE MC =

Head Office: Four World Trade Center, New York, N.Y.

Branch offices in principal cities
of tte United States and Canada

for P/C risks

of the risk, brokers say.

“It gives the company the best of
all possible worlds,” noted Robin
Lamprecht, senior vp and interna-
tional manager for Reed
Stenhouse Cos. “They have the
broadest of cover and the lowest of
premium.

“The minute that salesman
starts to travel—that’s the time you
should talk to your broker about
how you're going to handle those
exposures,” he added. “Otherwise
youmay have, 10 years from now, a
multinational company that's
poorly insured.”

Risk managers also note that
their professional growth and in-
surance department expansion
make the administration of global

Plan early to
cover worldwide

exposures, says
Robin
Lamprecht.

package plans possible. As cor-
porations push for greater control,
insurance departments grow and
insurers expand packaging policy
development.

Underwriters including AIU,
AFIA, INA, The Chubb Group,
The Continental Corp., Kemper
Corp., Commercial Union and
Royal Globe among other British
insurers, have developed world-
wide package and service insur-
ance plans.

Brokers, too, have found a new
market in designing worldwide
programs, says Mr. Lamprecht.
“It’s the most untapped source of
business I've ever come across.”

This recent Marsh & McLennan-
C.T. Bowring merger is a prime ex-
ample of a broker outfitting itself
to handle and service worldwide
business by acquiring offices all
over the globe, he explains. .

More life policies

Group life insurance policies in
force with U.S. legal reserve life in-
surers averaged $12,350 per person
last year, a 9.7% increase over the
$11,260 average group policy in
1978, says the American Council of
Life Insurance. The 1969 average
was $6,470.
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Firm totes compl

DUNCAN, Okla.—Halliburton
Services Co. handles its complex
property/casualty risks like eggs—
gingerly and in one basket.

The oil well servicing firm in-
sures its entire range of overseas
casualty risks with a package pol-
icy sold by American International
Underwriters, the international
underwriting management arm of
AIG, where local laws will allow.

The company retains its over-
seas property risks because its
equipment is spread so far over the
world that premiums would cost
more than losses, says insurance
manager Thomas Hulett.

The casualty insurance policy,
however, provides first-dollar cov-
erage in many of the 90 countries
inwhich the firm operates, Mr. Hu-
lett explains. It was brokered by
Bayly, Martin & Fay.

“It gives us a uniformity and
broad base of coverages world-
wide that we would never get if we
had to buy coverage locally in all
those individual countries,” he
said.

The use of package insurance
policies in handling overseas risks

‘In some countries
the tariff rates are
two times what
we’re paying,’ says
Thomas Hulett.

is becoming more popular as risk
managers seek control over insur-
ance buying in keeping with an
overall trend for firms to centralize
all purchasing.

Although Halliburton hasn’t
calculated savings, the AIU pro-
gram definitely costs less than
purchasing admitted coverage in a
host nation, Mr. Hulett says.

“Savings vary from country to
country, but some are 20% higher,
some are 30% higher and some are
even more than that,” he ex-
plained. ‘“There are countries
where the tariff rates are two times
what we're paying under our
worldwide policy.”

Although Halliburton tries to
keep most of its foreign casualty
risks in the package, local laws
sometimes demand local cov-
erage. In some nations, particu-
larly in Africa and the Mideast,
multinationals are required to buy
insurance through an insurer in
the host country.

“Some countries say you can
buy your coverage anywhere you
want. Some require local purchase
of auto liability and workers comp,
but say you write your other risks
anyw here. Others say you have to
write it all with a local company,”
he says.

The governments of Algeria and
Nigeria in Africa and most nations
in the Mideast have particularly
stiff regulations that make
multinationals do business exclu-
sively with host insurers, he says.

But the primary advantages of
the package program are informa-
tion flow and service, Mr. Hulett
says. AIU, through a network of of-
fices throughout the world. keeps
him abreast of developments in in-
surance laws in various nations.
This makes it easier for the firm to
comply with laws and avoid penal-
ties or cancellation.

“Their offices can keep up with
the developments and keep us ad-
vised,” he said. “Without it, it
would be difficult to stay informed
unless you have a legal depart-
ment to do that kind of research.”

Information flow has paid off in

settling overseas claims. The in-
surer can dispatch a claims ad-
juster knowledgeable in the _aws.
Although Halliburton is Laapy
with the program and has changed
it little over the last severzl yezrs,
the firm has considered switching
to a captive. But no captive ar-
rangement yet would save the
company enough money to juszify
the switch, Mr. Hulett says.
Overseas risks make up ar. esti-
mated 20% of the company’s over-
all insurance costs, he adds. »

Widespread risk

Worldwide operations necessi-
tate Halliburton’s retention of
property risks; premiums could
cost more than losses.

basket

exrisks in one
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and manufacturing outlets in 77 nations. A few
countries are excluded from the plan.

Honeywell's property insurance plan covers risks
. of 249 subsidiary and sales offices and 26 retail

‘Honeywell-Netherlands Corporate captive

reinsures INA
property package

MINNEAPOLIS—Honeywell
Inc. has a special recipe for its in-
ternational risks: an INA package
plan heavily seasoned with the
firm’s own captive reinsurer.

The multinational computer and
electronics firm uses this tech-
nigue to cover overseas property
risks of its 249 subsidiary and sales
offices and 26 retail and manufac-
turing outlets in 77 nations.

Planned by director of corporate
insurance Allen Brosius in 1973
and brokered by Alexander &
Alexander, the program provides
Honeywell with the best of both

1910-Armco introduces first eight-hour day

You'll find eighty years of innovative history
in our new name...were the

Armco Insurance Group

people’'s needs.

started on the rise.

Ohio 45043.

¢ mcn ARMCO

ARMCO

GROUP

A new name in the insurance indus-
try, but a name famous for eighty
years of innovative solutions to

In 1910, for example, Armco
introduced the steel industry’s first
eight-hour workday. Employees
gained more time for the pleasures
of family, friends and community.
And productivity, along with morale,

Today, Armco is still just as com-
mitted to finding innovative solu-
tions. Tre Armco Insurance Group
is one of them. You may have known
us before as the Bellefonte Com-
panies, British National Life, or
perhaps American Druggists’ Insur-
ance. We still are. But now these
and other Armco-owned companies
serving the property and casualty
insurance, reinsurance and risk
management markets together form
the new Armco Insurance Group.

There's more to the Armco story.
Find out by contacting any one of
the Armco insurance companies,
or write: Scott R. Crawford, Armco
Insurance Group, Dept. 310,

703 Curtis Street, Middletown,

INSURANCE

worlds, the risk manager says. The
captive, Honeywell Assurance
Ltd. of Bermuda, provides the firm
with a high retention on foreign in-
stallations and guarantees uniform
coverage by INA.

Honeywell Assurance reinsures
INA for the first $100,000 of all
property losses abroad.

The program works in most
countries where Honeywell oper-
ates. But in Brazil, local law re-
quires the use of a state-owned
reinsurer.

In Sweden, INA is not admitted
and Skandia, the giant Swedish in-
surer, has the coverage.

Greece and Canada are also ex-
cluded from the plan. St. Paul Fire
& Marine gets the call over INA in
those countries, honoring long lo-
cal relationships with the firm,
says Mr. Brosius.

Honeywell subsidiaries bought
all insurance coverage locally be-
fore 1973, Mr. Brosius said. The St.
Paul policies harken back to those

The captive
provides a high
retention and
guarantees .
uniform
coverage, says
Al Brosius.

days.

“Each subsidiary bought its own
insurance with any company it
wanted to,” he said. “There wasn't
much uniformity at that time.”

Mr. Brosius took his first step to-
ward uniformity by writing an in-
surance manual for all foreign sub-
sidiaries requiring purchase of cer-
tain coverages and specifying INA
as the insurer and A&A as the bro-
ker.

But local managers are responsi-
ble for maintaining adequate in-
surance for their operations.

The manual contains risk man-
agement guidelines and recom-
mendations, reminding foreign
managers to carefully evaluate ex-
posures and keep limits up to date
with property values.

The managers are also told to
purchase basic fire, extended cov-
erage and business interruption,
and to gauge exposures to flood
and earthquake and secure appro-
priate coverage.

Honeywell takes a $100,000 risk
because its property is spread so
far over the world that more than
one large loss at any one time is
unlikely, Mr. Brosius explains.

“We started the retention at
$50,000, but after we ran it that way
for several years, we realized we
could assume more,” he said.

Honeywell has similar coverage
with INA for most of its overseas
casualty risks, but does not rein-
sure the underwriter, he says.

International casualty pre-
miums are lower than property
costs because of differences in tort
law. It’'s more difficult in foreign
countries to collect on a liability
suit than in the United States, he
explains,

Honeywell bypasses the captive
for casualty risks with first-dollar
coverage under a retrospective rat-
ing plan. “With property coverage,
you can’'t get that kind of plan,”
Mr. Brosius said. L
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HEALTH CARE ABROAD.

UP TO $67,000 IN HEALTH INSURANCE NOW AVAILABLE FOR
INTERNATIONAL TRAVELERS.

Domestic health plans usually don’t provide the specialized protection needed by
International Travelers: repatriation or medical evacuation, optional dental coverage, prescrip-

tion drugs, and short-term coverage with ‘‘no-wait’’ enrollment. International Underwriters
has just such plans available.
Rates are realistic and can be tailored and discounted for groups. Contact us today for
forms and information on the special health care needs of international travelers,
including foreign travelers in the U.S. Brokerage inquiries invited. Vi
D

International Underwriters Inc.
7653 Leesburg Pike, Falls Church, VA 22043
call Toll free 800/336-3310

Central control
of benefit plans
proves lucrative

Continued from page 13

try to get more appropriate fund-
ing vehicles,” said Alan Chaplin,
vp at William M. Mercer Inec.

The “appropriate vehicles,” un-
derwriting pools, are international
networks of insurers formed by al-
liances of American and foreign
underwriters through ownership
ortreaties. They are “the most pop-
ular way by far” of funding bene-
fits, Mr. Chaplin says.

The most common networks are:
Multinational Insurance Arrange-
ments (The Travelers); Interna-

Risk Management...worldwide

=
-
[
The Assurex Risk Management Institute (ARMI), a division of Assurex International Cor-
poration, is wholly owned and directed by independent, regional insurance brokers lo-
cated in more than 40 states and 16 foreign countries,
Which means if you're a corporate insurance or risk manager working with an ARMI
broker, you're always doing business with a home office . . . always with the same
knowledgeable people. People who know and understand risk management, from cash
flow plans to self-insurance to captive formation and management, and how to apply it to
your areas of risk.
And because each independent Assurex broker is joined in professional partnership with
all other Assurex brokers, you're also doing business with the .argest corporation wholly
owned by independent brokers in the world.
All of which means your ARMI broker can offer you complete analysis-through-
implementation services to help you manage even the most complicated risks . . . wher-
ever in the world they may be.
For a brief informative pamphlet, contact your nearby Assurex International broker. Or
write: Assurex International Corporation, 6500 Busch Boulevard, Columbus, Ohio
43229.
ASSUREX RISK MANAGEMENT INSTITUTE
A division of ASSUREX
== INTERNATIONAL Corporation
ALBUQUERQUE CLEVELAND HOUSTON MILWAUKEE PITTSBURGH SAVANNAH
ATLANTA COLUMBUS. OH JACKSON. MS. MINNEAPOLIS PORTLAND, ME SEATTLE
BALTIMORE DALLAS KANSAS CITY MOBILE PORTLAND. OR TOLEDO
BILLINGS DENVER LITTLE ROCK NEW ORLEANS RICHMOND. VA TORONTO
BIRMINGHAM DES MOINES LOS ANGELES NEW YORK ROCHESTER. NH VICTORIA, B.C.
BUFFALO DETROIT LOUISVILLE OKLAHOMA CITY RUTLAND. VT WASHINGTON. D.C.
CHARLESTON. WV FARGO LOWELL. MA OMAHA ST. _OUIS WICHITA
CHARLOTTE, NC FORT WAYNE MEMPHIS PARAMUS. NJ SALT LAKE CITY WINNIPEG. MANITOBA
CHICAGO HARTFORD. CT. MEXICO CITY PHILADELPHIA SAN FRANCISCO PLUS INTERNATIONAL
CINCINNATL HONOLULU MIAMI PHOENIX SAN JUAN ASSOCIATES

BUSINESS INSURANCE
FINANCIAL EXECUTIVE
RISK MANAGEMENT

tional Group Program (John Han-
cock); General (Aetna), Insurope
and Swiss Life, both foreign.

“For lack of something better,
pools are the way to go,” Mr. Bol-
land said. “American insurance
companies set up pools, so trying
to deal with them as one arrange-
ment is better than having individ-
ual insurance.”

James E. Stone, vp at Reed
Stenhouse, agrees. “There is a
trend of large corporations to go
the route of multinational pools.
The more centralized, the more the
firms can take advantage of pool-
ing arrangements because of sec-
ond-stage accounting.”

But many firms still aren’t satis-
fied. Encouraging competition,
many major corporations, includ-
ing IBM (see related story), allow
local offices to accept bids. Avon
and Sperry & Rand tap under-
writing pools but reinsure with a
captive insurance company, Mr.

‘We suggest
employers get
out of naive
funding
arrangements,’
says Alan
Chaplin.

Stone adds.

Pension plans, however, are not
necessarily best funded through
pools. Foreign laws governing ac-
counting and reporting proce-
dures and better forms of invest-
ment may make pension pools
wasteful.

For example, in Germany, pen-
sions are often accounted for as a
corporate liability, not requiring
funding of a trust. Tax deductions
are allowed for this liability in Ger-
many, but not the United States,
notes Mr. Bolland.

These quirks in pension plans
may need an individual touch by
the employer’s corporate office
and an expert familiar with these
laws and quirks.

Sometimes U.S. firms got off the
hook for extra payouts thanks to
agreements between the United
States and Italy and West Ger-
many.

These agreements ensure an em-
ployer will have to pay only for
overseas workers to belong to one
social security system and not two
as in the past.

An agreement is expected with
Switzerland by early 1981, Mr. Bol-
land says. “It saves money for the
employer because he no longer has
to pay twice.” "
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Headquarters calls benefit plan plays

NEW YORK—American Ex-
press Co. runs its international em-
ployee benefit program like a foot-
ball team: The quarterback calls
all the plays.

Thomas M. Maloof directs in-
ternational benefits for the firm’s
12,000 employees at 36 foreign of-
fices in virtually every part of the
world,

“The corporate office does not
control administrative functions,
but I have the authority to hire/fire
actuaries, consultants, insurance
companies and trustee banks,”
said Mr, Maloof. “I really control
the strings that count—finance
and plan design.”

Any benefit changes or addi-
tions must be approved by Mr. Ma-
loof and the company's employee
benefit administrative committee.
Local offices only handle day-to-
day administration.

Centralized leadership allows
benefits to be coordinated among
Am Ex divisions: banking, travel
center, travelers checks and credit
card. It also allows the firm to use
international networks or pools of
underwriters, he explains.

“We consider pooling whenever

we consider an insurance com-
pany. We don’t pool everything.
it’s heavily weighted to group life
and in a number of pools, medi-
cal,” Mr. Maloof said.

Insurer pools, formed as a coop-
erative effort of U.S. and/or foreign
insurers, offer a major advantage:
experience rating that is otherwise
prohibited in many foreign coun-
tries. A pooling plan centralizes in-
formation on many foreign offices.

“In a number of countries pre-
miums are arbitrarily high and a
local division is not large enough
to bring the cost down," Mr. Ma-
loof said.

Am Ex began using networks in
the early 1970s and has saved
$50,000 to $350,000 yearly on a $2
million annual premium.

“] find pooling immensely help-
ful. It’s the best way possible to
handle benefits unless you find
some radically different approach.
You should be doing it if you're
not,” Mr. Maloof advised. .

His firm uses three major pools
for overseas benefits: Interna-
tional Group Program, formed by
John Hancock, in the more highly
developed countries such as in Eu-

By STACY SHAPIRO

SURREY, England—The
score was 14-13, the economists
were beating the technicians.
Would Garrith hit the next
birdie over the head of his op-
ponent and win the badminton
match for his division?

While tension built in the
clubhouse, others were outside
playing soccer, running around
the cricket field and swimming
in the pool. After sport activi-
ties, all the employees sat down
for a beer before leaving work.

Sporting is one of the benefits
at the Milk Marketing Board
here. The sport facilities, loca-
ted on the office grounds, in-
clude four badminton courts,
two tennis courts, a swimming
pool, a soccer field, a cricket
field, locker rooms and a bar.
Cost to the employees for use of
the facilities is approximately
$1.20 per month, not including
a pint of beer.

Because Britain has a na-
Uonal health service, busi-

" British employer
gives its workers
a sporting chance

nesses need not offer health
benefits. Instead they attract
workers by other methods.

It’s just not cricket these days
to work for someone that

rope; AIG in such less developed
countries as Lebanon, and Winter-
thus, a Swiss pool, for pension an-
nuity funds.

Several pools are needed, Mr.
Maloof explains, because one may
not reach into all overseas offices.

One pool may lack the expertise
needed in a given country.

In some countries such as India,
where the only insurance com-
pany is state-owned, or Denmark,
where pooling is not available, Mr.
Maloof has to send in another play.

In these countries, AM Ex chose

to self-insure benefits. “Where we
have not been able to pool we have
tried to self-insure, or we used the
pension plan as a vehicle rather
than use an insurance carrier.”
Pools have two drawbacks,
Mr. Maloof adds: a time lag in
Continued on next page

doesn't offer a bit of sport. v

College diplomacy
spans national lines

NEW YORK—Nineteen people
received diplomas in risk and in-
surance from The College of Insur-
ance here.

A diploma is awarded for three
years of concentrated study pro-
viding basic training in property/
liability insurance.

Diplomas were awarded to: Al-
varo Acuna Prado, Eduardo Cha-
con Salazar, Victor W. Mata Cha-
con and Juan F. Villalobos Z., all of
the Instituto Nacional de Seguros;
Jane L. Cross of New York City;
Edward Spence Fitzgibbons Jr. of
Alexander & Alexander; Stephen
J. Gallagher of Nixon-Gallagher
Co.: Sergio Gianella Rizo Patron of

Gianella & Cia, S.A., and Gregory
Andrew Goss of INA.

Also Julio Jimenez Lanfranco of
Tijero & Payet, S.A,; Jose Antonio
Leon Roca of Panamericana Cia de
Seguros & Reaseguros: Herman
Mutis van Schermbeek of Avila
Compania Anonima de Seguros;
Lawrence Erick Nelson of Nausch,
Morgan & Murray; Rafael Pillot of
Puerto Rico; Natalie Anne Ross of
Schiff Terhune; J. Ricardo Sal-
sverria of Seguros Desarrollo,
S.A.; Eduardo A. Saldana Nunezof
Saldana & Associates Inc.; Thom-
&s S. Seligman of Seligman Bro-
kerage Corp., and Julie Wise, Ferd
Marks-Smither & Co. Ltd. ]

'REED STENHOUSE

Reed Stenhouse Inc. offers complete
insurance brokerage and employee benefits
facilities with 25 offices in the United States.

The expert advice and services of the
company are also available elsewhere in the
world through the parent, Reed Stenhouse
‘Companies Limited, the international
insurance and reinsurance brokerage and
risk management organization operating
through 166 offices in 33 countries.

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

#
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Police Professional Liability.
e Occurrence Form ¢ Prior Acts
¢ No Deductible ¢ Punitive Damages

* Federal Law 1983 ¢ No Aggregrate

Continued from previous page
claims experience reporting and
lack of clair—s experience for indi-
vidual subsidiaries.

“You can lose several years ke-
fore you correct an error,” says Vr.
Maloof. Suksidiaries may take six
months to file and compile data, e
admits.

International Association of Chiefs of Police

c/o Bayly, Martin & Fay/San Antonio

P.O. Box 17800 * San Antonio, Texas 78217
1-800-£31-7205 « 1-800-292-5721 (Texas)

Because pools tend to report to
the parent ccmpany, local manage-
mentis oolivious te its own experi-
ence, o0,

“It’s a nagative side but it
doesn’t overweigh the overzll

Am EXx directs
benefit program
from main office

Z-A now serves the neads of large, complex commercial accounts
better than ever by providing producers special service for their special risks.
Z-A’s new Special Risk Division, staffed by experienced professionals, offers

a full product line with coverage that can be tailor-made to fit your client’s
insurance needs. And when we underwrite a risk we look at the total
account, not just one line, Special service also extends to providing
tailor-made computer loss runs, loss control and claim programs. That's
TOTAL consideration for your clients. And remember, as part of the worldwide

Zurich Insurance Group, Z-A can handle your entire account— B
both domestic and foreign. Interested in learning more
about Z-A special service? Call your local Z-A branch
special risk coordinator or Bob Coyne in our head office.

LURCHAMERICAN INSURANCE COMPENIES

Zurich Insurance Company
American Guarantee and Liability Insurance Company
Schaumturg, IL 60196 (Call collect: 312/843-6168)

Z-A branch offices are in metropolitan Atlanta, Baltimore, Buffalo, Chicago. Cleveland, Dalles, Denver, Detroit. Fresno, Jackson, Kensas City,
Los Angeles, Manhattan (New Yerk City), Milwaukee. Minneapolis, North Hoven (CT), Orande, Palatine (IL), Philadelphia, Pittsburgh,
Sacramento, San Francisco and Woodbury (NY).

strengths,” Mr. Maloof said. Con-
stant attention is the only way to
nandle the drawbacks.

Am Ex also pulls an array of con-
sultants off the bench when the
need arises: Towers, Perrin, For-
ster & Crosby, William M. Mercer,
Metropolitan Pensions Assn. in
_ondon, Johnson & Higgins and
The Wyatt Co.

“We found that relying on one

‘| really control
the strings that
count,” says
Thomas Maloof.

~onsultant isn’t practical. Even th=2
Jest is going to be poorly set up to
nandle some countries,” Mr. Ms-
.oof said.

Consultants, like underwriters,
are chosen by Mr. Maloof for proj-
ects at all Am Ex subsidiary loca-
tions. [ ]

ﬂ:m The Reprint Department Of:

The national newsweekly of
loss prevention, risk financing and

Qmploya benefit managemem/

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
708 Third Avenue
New York, N.Y. 10017
212/986-5050

Q prices effective 1;15!8(J




There’s a new brand of international conquest spreading out
there. It isn't called war. It’s called investment. Dollars, francs,
yen, and rial are changing hands to the tune of hundreds of bil-
lions a year. And more and more, American businesspeople are
finding it’s a whole new ball game.

It’s not just language or legal differences that are prob-
lematic. It's the differences in insurance standards between
operations at home and abroad.

As one of America’s largest loss prevention insurers,
Arkwright-Boston combats this problem with a combination of
native intelligence and Yankee ingenuity.

Our overseas accounts are handled by nationals. Insur-
ance professionals who know the ins and outs of coverage in
their countries. But who are trained by us to write policies to
" : American standards.

And that’s not all. Our Factory
Mutual trained engineers operate in over
40 countries worldwide. So facilities
in the most out-of-the-way places
can have the most up-to-date pro-
tection. At Arkwright-Boston,
we not only think you can
have the best of both worlds,

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

ARKWRIGHT-
BOSTON
INSURANCE
A=

AMOST UNUSUAL
INSURANGE
COMPANY
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/" BOSTON and NEW ORLEANS

. . . are two locations worldwide where
corporate risk managers can call out
the ARMI against spiraling insurar.ce

1 costs. To enlist the ARMI . . . Assurex

& Risk.Management Institute . . . in your

= business (and elsewhere in more than

International pooi:
plans to turn tide
on benefit costs

L]

FRED.C. CHURCH, INC.

24 Merrimack Street

Lowell, Massachusetts 01853
617-458-1281

GILLIS, ELLIS & BAKER, INC.
Suite 700
135 St. Charles Avenue

ew Orleans, Louisiana 70130

N
504-581-3334

40 states and 16 foreign countries) call

‘} your Assurex International broker.

SEE OUR AD ON PAGE 18 J

NORWALK, Conn.—At Purdue
Frederick . Co., the international
benefit plan is set to change with
the seasons. Sometime this fall,
overseas subsidiaries will lose au-
tonomy to a centralized pooling
plan.

The change to international un-
derwriting pools or networks may
cut benefit costs as much as 25%,
says risk and insurance manager
Norma Sipkin,

Ms. Sipkin, who joined the phar-
maceutical firm early this year,
first centralized property/casual-
ty coverages and is now working

Dale & Co

We thrive on
companies that

pay too much
for insurance.

ur biggest satisfaction comes
from helping companies that
pay too much for insurance.
When they turn to us, it’s often a trib-
ute to our specialty: Reducing premi-
ums by reducing nisks.

Risk reduction has become such
a science with us that few brokers can
compare. We have a staff of top
engineers that will give your company
the most thorough going-over.

We work with an alacrity seldom seen
in any business.

But don’t let our youthful enthu-
siasm fool you. We're 129 years old.
We've been finding more feasible ways
to insure companies since 1851.

And our people have a histo
of staying with us. So those who
serve you now will be there

11

to serve you again. You get consistently
superior service.

But although we offer you the wis-
dom of our years, we also offer you
our foresight. We look beyond reducing
risks to how your company will be
affected if some mishap actually occurs.

The Dale team will suggest
better ways to protect your holdings.
We don’t want an accident in one
part of your operation to cause down-
time and reduced profitability in
another.

Soif you've got a feeling you could
be paying less for insurance,
we’ve got offices right across
Canada you can call,
We’re Dale & Company.

‘,..!,:. The largest broker owned

2 by Canadians.

-

pany Limited

Insurance Brokers

Offices at: St. John’s-Corner Brook-Grand Falls-Halifax-Montreal-Ottawa-Toronto
Hamilton-London-Windsor-Winnipeg-Calgary-Edmonton-Vancouver

Head Office: Box 18, Toronto-Dominion Centre, Toronto, Ontario M5K 1B2

Telephone: (416) 366-4645

with Fred S. James & Co. to bring
four overseas subsidiaries into a.
benefit pool.

“The German-speaking coun-
tries (Germany, Austria and Swit-
zerland) are all in one insurance
company already without belong-
ing to a pool,” Ms. Sipkin ex-
plained. But by combining benefit
coverages for these workers with
U.K. employee plans, she hopes to
save as much as $45,000 this year,
with good loss experience.

Savings, not uniformity, is the
goal.

“Each country has its own laws.
Benefits are not going to change,
but we’ll put into a pool to realize
dividends,” she said.

The group's application to the
Vita Life Insurance Co. Ltd.’s pool
will be accepted sometime this
month, she expects.

No problems with the. pooling
application are anticipated. Poli-
cies for the German-speaking divi-
sion won't even have to be can-
celed.

However, if the cancellation pen-
alty is too high for the firm’s UK.
division, underwritten by a differ-
ent insurer, the entire pooling con-
cept may fold.

Two hundred or more lives are
needed to join the pool, Ms. Sipkin
says, which means U.K. workers

Savings, not
uniformity, is the
goal of Purdue
Frederick’s plan.

must join the pool to bring the
number of insured lives to about
300.

The pool would provide life,
long-term disability and pension
benefits in all four countries and
medical coverage in Switzerland
only.

The other three countries have
socialized medicine, says Chuck
Schoenster, senior vp at Fred S.
James.

“In international benefits in
most countries there is no experi- -
ence rating. When you combine
groups for pooling you pay a local
premium, then you compare pre-
miums with claims. A dividend is
returned to the client,” Mr.
Schoenster said.

“Pooling can: work if you do it
through one underwriter who has
companies where a client has of-
fices, or an underwriter with
treaties in a client's countries.”

Clients usually select. pools
based in a country with a large
number of the firm’s employees,
he adds. n

Y - - 3

Periodic payout
L ]

beneficial: Exec

MONTREAL—Opting for strue-
tured claim settlements in per-
sonal injury cases will help clear
overloaded court dockets, as well
as benefit plaintiffs and attorneys,
an insurance executive says.

Studies indicate that about 90%
of persons who receive lump-sum-
awards in personal injury settle-
ments have nothing left within five
years, Raymond F. Gehring, direc-
tor of Aetna Life & Casualty's
benefit planning service, told a-

seminar of the Assn. of Trial Law-
yers of America here. m



Meet some of Connecticut General’s heroes
—qgroup insurance claims managers and their
spouses. These managers are highly skilled
professionals who work hard to make sure claims
are paid promptly, fairly and courteously.

The way they excel in coming through for you
and your clients is one reason for Connecticut
General’s substantial growth in group insurance.
They're also an important reason for the long-term
relationships we enjoy with customers from coast
fo coast.

CONNECTICUT GENERAL INSURANCE CORPORATION, HARTFORD

COMING THROUGH FOR YOU. THAT'S WHAT CG PEOPLE DO.
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Increase Benefit
Communications
Effectiveness

This concise handbook has been written 1o assist
Benefit Managers in the task of convincing their manage-
ment on the need to budget for ongoing employee
benelit communications.

It shows how an effective new level of communi-
cations can actually help reduce escalating benefit costs.
It gives many new insights into the entire subject and
shows how to determine true costs, compares the advan-
tages of various communications tools, how to select a
creative source, formulas for the creative approach,

6 steps to successful communications, a sample 3 year
budget, and much mare.

Truly a valuable guide for any Benefit Manager.

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

UPG Publications Division, Dept. Bl, Box 700,
Redwood City, CA 94064. :

IBM programs
local approach
to benefit plans

NEW YORK—IBM Corp.
spreads control over benefits for
180,000 employees among offices
in more than 100 countries outside
the United States.

This 25-year-old policy divides
power for benefits according to ge-
agraphy, but keeps local insurers
1opping with competitive bids.

In Paris, the IBM World Trade
Europe Middle East/Africa Corp.

monitors benefits for workers in-

chose countries. The IBM World
Trade Americas/Far East Corp. in
Mount Pleasant, N.Y., handles
osenefits in other locales.

Both headquarters maintain

WE TAKE AS MUCH CARE IN CHOOSING
OUR INTERNATIONAL PARTNERS
AS YOU TAKE IN CHOOSING

A MULTINATIONAL NETWORK.

@ LaPariotique 4., Belgium i

5]

a company that knows the territory,

can respond to your international em-
ployee benefit needs with expertise and
efficiency, an insurance company large
enough to provide complete employee
benefit services, and yet flexible enough

to adapt to your specific needs.

The Travelers has chosen to
establish Multinational Insurance Ar-
rangements with some of the world’s
leading insurance companies. In France,
The Netherlands, Mexico and Japan,
partners are the largest insurers. In every
country, such as Belgium where our
partner is La Patriotique S.A., they are

the hest.

The Travelers Insurance Companies, One Tower Square, Hartford, Conn. 06115

Choosing the right insurance partner.”
makes all the difference in the world. *
We're both looking for the same things:

We work with expert insurance
people itt 65 countries. If your inter-
national employee benefit decisions are
based on an insurance company’s per-

- formance, we know you'll choose The
Travelers and MIA. ContacFour Inter-
national Department by writing Mr.
George F. Carrick, Second Vice President.

that

our

THE TRAVELERS

1
AR ¥ " b
J

1
|
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separate personnel and benefit
staffs and act as separate teams
controlling their territory, says
Frank O’Keefe, manager of in-
ternational employee benefits at
corporate offices in Armonk, N.Y,
In most cases, these division
headquarters function as the final
review for benefit purchases made
by the small offices around the
world. Unusual changes are sent to
corporate offices in New York.

Paris and Mount Pleasant opera-
tions, for example, control vaca-
tions, sick pay, medical and life in-
surance plans. The corporate oft
fice, however, reviews retirement
plans and benefits ‘“that have not
been put into place someplace be-
fore,” Mr. Q'Keefe said.

Each large-country office files
past years’ benefit costs and a pro-
spective budget for the coming
year, which the corporation re-
views. Small-country budgets are

IBM rarely uses
consultants, says
benefit manager
Frank O’'Keefe.

approved by headquarters staffs.

Most medical plans are self-in-
sured, says Mr. O’Keefe. Pensions
are paid through trust funds; dis-
ability benefits are tied into the
pension funds. Life insurance is
purchased in local markets or from
a New York insurer. Travel acci-
dent insurance is purchased lo-
cally or through a worldwide in-
surer suggested by the corporate
office.

“Employee populations bigger
than 20,000 can go out on the mar-
ket and get competitive bids,” Mr.
O’Keefe explained. IBM recom-
mends the large German and
French offices seek local bids.

Small branches, however, such
as in England, where IBM's work
force is 15,000, can also select local
underwriters at their discretion.

Smaller offices can buy death
and accident benefits from a U.S.
insurer. Sixty to 80 offices now
purchase group life insurance lo-
cally and the number is growing.

The corporate options of tapping
U.S. or internationally based in-
surers is a carryover from a time
when overseas offices were too
small to attract competitive bids,
O'Keefe says. As offices grew, the
program gradually decentralized.

“We did this about 25 years ago
before pooling became popular,”
he explained, but the firm may
consider pools in the future,

IBM rarely uses consultants for
benefit planning and strategy, in
keeping with decentralization. In-
house expertise lets IBM train
benefit managers in many loca-
tions and maintain an interna-
tional benefit planning manual. =



William Bray, maaging director Europe, tells how A&A works fro

m a client’s point of view:

“We coordinate multinational risk planning
so clients have uniformity without overspending.’

“To put together a worldwide
program for multinationals, we
must first understand their corpo-
rate philosophy. Our international
specialists and loss control people
then visit all of the major client
sites, gathering data through vari-
ous risk analysis techniques. After
reviewing and analyzing the data,
we put together the most imagina-
tive program we can conceive —
one that matches our client’s
philosophy and complies with

varying local tariffs and legislation.

By properly coordinating and
planning multinational programs,
we can help avoid errors, dupli-

cations and omissions —thus pro-
viding uniformity of worldwide
coverage with maximum cost
effectiveness. We have skilled
multilingual personnel in 36 coun-
tries, assuring the same level of
service around the globe that we
provide in the United States’”’
Working from a client’s point
of view is our way. In London,
where Bill Bray is based. And in
over 110 cities here and overseas.
That means working as allies,
solving business problems to-
gether. Our international network
does the painstaking field work
that enables multinational clients

to coordinate their far-flung risk
management and benefits plan-
ning into a cohesive, more cost-
efficient package.

We think our dedication to
acting as an ally of the clients we
represent is a big reason why A&A
has become a worldwide leader in
the insurance brokerage and
financial services business. We
have the facilities, expertise and
strength to act as effective allies.
We worik from the client’s
point of view,
whether the cor- nder
poration is large nder
or small.
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Far East market

Loss prevention
takes back seat
in Tokyo firms

By Z’EV KRONISH computer technology :

ployee motivation, but sophisti
: - : : TOKYO—The Japanese blazed a cated risk management waits
The Japanese have blazed a trail in many indusiries, but not in risk management. trail in automobile marketirg, for a breakthrough.

A product liability case with
all the earmarks of a landmark
decision now pending in the
courts might be the jolt. Six
firms sued for $70 million over
the side effects of the drug
chloroquine are threatened
with punitive damages. If
awarded, they will represent
the first such verdict in Japan.

The absence of product liabil-
ity coverage is the rule. Most

* firms never see a need to buy it.
e rave w1 Concepts of prevention and
. retention take a back seat to the

traditional attitudes toward lia-

0 bility.
Some 0 e Loss control is only in-
fluenced by close government

control and the corporation’s

. £ exclusive reliance on insurance
lnes na mes as the touchstone of protection.
g Large electronic manufac-

turers, however, are leading the

. * | ; parade to risk management, but
in business [T
v : _ Mitsubishi Manufacturing,

an industrial empire encom-

. ot passing more than 280 affiliates
aVlatlon and large shipping risks, em-
ploys Kazuo Terada as manager
of its overseas insurance opera-
tions. In a rare display of criti-
cism, Mr. Terada acknowl-
edged Japan was lagging in risk
management. “There is no sys-
tematic approach, no coordina-

tion by corporations.”
But Mr. Terada did have a
Japanese translation of “Risk
Management and Insurance”
by C. Arthur Williams Jr. and

Richard M. Heins.

The edition, which appeared

America’s leading insurer iR

Toyama University, where he

Of Corporate ' aircraft ;i?‘zi;iz‘a course on risk and in-

At Sony Corp., where sales
zoomed to $1 billion and profits
tripled during the second quar-
ter, risk and insurance manage-

: ment is not a single job.
Sumio Sano, general man-
ager of the executive office,
: echoed the optimism of most
: Far Eastern executives, down-

UDITED STATES ﬂ!ﬂﬂﬂﬂﬂ IIISIIHHIIEE GROUP Bl e thipat 0f loss,

Sony has experienced few
losses over the years,” Mr. Sano
said. Embezzlement and com-
puter theft “are not a problem,”
but product liability com-
plaints are increasing. Sony’s
response is to empower dealers
to settle claims expeditiously.
So far this works.

Sony pays attention to safety.
The maintenance department
ateach plant is told to develop a
liaison with the fire department
and drills are conducted twice a
year.

“Each department has a
safety manager and every sec-
tion appoints a person to pro-
mote safety,” Mr. Sano ex-
plained.

Mr. Sano reports that insur-
ance costs are 2% of sales.

The state provides medical
benefits and workers compen-

: S 5 i sation for all citizens. A payroll

s e '; 38, s : tax helps meet this expense.
'AJLANTAO BOSTONOG'EfCAGQ’_,ﬁMLAS'Mﬂiﬂmm patet ok A disabled Sony employee
lOG:ANGELEStGRLANDO PHOENtx-mcuMOHDa&AN mmc&scoammsofmwo-wcam : Cop empaol tis iyl pay for the
: first three years and 90% there-
g after. =
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rnoto: Hong Kong Tourist Assn,

Hong Kong is a free-wheeling, bustling financial city.

Hong Kong risks
lack loss plan

By Z’EV KRONISH

HONG KONG—Unlike To-
kyo, Hong Kong is a free-wheel-
ing financial city. Its risk out-
look, however, is the same: out-
moded by Western standards.

Such risk naivete in a bust-
ling, thriving community is
startling.

But rising losses in all risks
usually covered by insurance
and loss-prevention programs
in the United States are
generating new interest in
safety and risk management
program development:

e Two warehouse fires, one
for $1 million and the other for
$600,000, confirm that mount-
ing losses are not uncommon
and merit attention.

e The South China Morning
Post, the leading daily, reported
seven industrial accidents in
one day. In one case, a 30-year-
old worker fell to his death from
a ramp while pulling off some
wooden planks.

possible,” he remarked, “be-
cause younz people educated
overseas ars returning with an
increased awareness,” "

WANT TO IMPROVE CORPORATE RESULTS?

INSURANCE COMPANIES LOOK TO IMG
WHY NOT RISK MANAGERS?

Technical Reviews, Risk Funding, Feasibility &

Ancillary Management Studies

NG

INSURANCE MANAGEMENT GROUP
1 LANDMARK SQUARE
STAMFORD, CT 06991

(2031 357-7169

How can John Hancock’s IGP
give multinationals the best service in the world?
Ask Mike Allan.

Mike Allan is fohr: Hancoc®'s International Group Program
Dvrector of Sales a:d Service for North American multinationals.

Local insurers
are pushing
remedies to poor
loss records.

Despite losses like these,
most businesses ignore safety
and loss prevention and are
content to recover whatever
losses are insured. Local insur-
ers, however, are pushing reme-
dies and some firms are making
progress in safety.

C.K. Lin of the Winsor Indus-
trial Corp., aleading textile sup-
plier, said that as a result of a
warehouse fire five years ago,
his firm successfully instituted
new procedures to prevent fur-
ther losses.

“We don’t want insurance
money,” he said. “We want to
carry on our activities.”

Mr. Lin said the firm had
never suffered a loss through
embezzlement, a risk com-
monly insured with a fidelity
bond in the United States and
feared by many firms.

Winsor buys its insurance di-
rectly from Paofoong Insur-
ance Co. a few blocks down the
street, because the insurer is
connected with the bank with
whiech Winsor does business.

The risk planning makes Win-
sor an exception, says Robert
Botner, head of the INA office
in Hong Kong. Most insurance
agents don’t understand more
than the most basic coverages
and stubbornly resist buyer or
insurer attempts to institute de-
ductibles, he says.

Mr. Botner also observes that
rising occupational injuries are
the result of a poor safety track
record and cost-cutting by con-
tractors.

“A better outlook, though, is

VYHAT ENABLES IGP TO PROVIDE
BETTER SERVICE?

The fact is that we're the only net-
work with a substantial, trained staff
specializing in after-sales service. Pro-
spactive clients often seem. to assume
tkat, na-urally, every network has this
capability. Unfortunately. it isn’t neces-
szrily zo. In fact when you'-e selecting
aninternational network, this can be the
sirgle mmost important question you ask.
HOW I35 YOUR STAFF ORGANIZED TO
MEET YOUR CLIENTS' NEED5?

The aaswer in our case is that, of the
17 peogle working full-time i1 Boston on
IGP sales and service for North Ameri-
can mulfinationals, fully two-thirds are
assigned to teams that werk exclusively
fo- exist:ng clients.

These teams are able to provide com-
prehens:ve service to =2ach of their
accounts on a continuing basis. They
become very familiar wita each client’s
needs and have the resources to solve
their problems. Furthermore, 1 believe

these t=ams are staffed with some of the
best people in the business.

WHAT MAKES TFE IGP STAFF

SO DIFFERENT?

Thev have the know-how and flexibil-
ity to do what wcrks best. And because
they bring extersive expsrience from
dive-se backgrounds in:zluding actu-
arial underwriting and administration,
each acds expert se to th= team effort.
In fact, two of oLr people were corpo-
ratz internationzl emplcvee benefits
manzgers before joining us. Their in-
sigats into the client’s perspective are
invalaable.

Our engoing training prcgram assures
tha: everyone stays current in the fast-
changing internat.onal employee bene-
fits environment. Becavse of IGP’s
substantial size, we have more
resourcas that enable us to train our
people thoroughly.

YOU REFERRED TO SIZE A COUPLE OF

TIMES. ARE YOU SAYING BIGGER IS
BETTER?

Not necessarily. Basically, the size of
our staff is geared to the volume of our
business. But beirg bigger does allow
us to offer certa.n advantages.

Our team apprcach to service is a
good example. IGF clients are serviced
by teams. Ther='s always a member of
the client’s team available when ae or
she calls with a squestion.

WHAT KIND OF SERVICE CAN YOUR
CLIENTS EXPECT?

We believe th= key to good service is
flexibility. Different clients have ciffer-
ent needs and we try to work togather
with their advisers and our Asscciate
Insurers to resoond to each of them
effectively. Most clients place a pre-
mium on fast aad accurate response.
That’s what we aim to provide.

Mh utual Life Insurance Cempany

Boston, Massachusetls

“Internationzl Group Program” and “IGP” ar=
registered service marks of the John Hancocz

Mutual Life Insurance Ccmpany, Boston, MA 02117, USA.

i

“Our team approach to service assures every IGP clier.t that we'll be where we're needed when we've needed.”

‘ o
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A facultative and treaty intermediary offering Five Star Service for
hard-to-place risks in top rated national and international markets.
Your inquiries are welcome! Contact Vice President Arlan Shorey
or Second Vice President Bill Yurek.

International |
Reinsurance Services., Inc. &

s

By Z'EV KRONISH
SINGAPORE—Fraser & Neave,

aleading producer of soft drinks in
Asia, learned the hard way that it

* pays to negotiate promptly to set-
tle a claim for an injury resulting
from a bottle exploding.

A 8$2500 claim paid five years

ago still hurts, says C.G. Menon,
assistant company secretary. But
he believes product liability is now
under control.

A rider to the comprehensive

general liability policy provided
by Overseas Assurance Corp., in

{-‘ = -_. ,,_,_‘.-— - ~ oo 5 ‘&-'_,
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It can be made to pay handsome dividends. And may not
require as big a deposit as you now pay.

Ebasco Risk Management Consultants can tell you
whether or not self-insurance will work for you, and whether
or not you car afford it. In the past 60 years our organiza-
tion has been called upon by literally thousands of industrial
and commercial firms and municipalities to determine
whether this way of saving money was for them. Sometimes
we had to say “No"—but not often. Time was when i: was
generally presumed that a self-insurance program should
encompass all of a company's risks, that only “the giants”
could lay aside enough money. Over the years Ebasco
specialists have worked out many variations of that theme

EBASCO

Perhaps they can work for you.

our free brochurz,

EBASCO RISK MANAGEMENT CONSULTANTS, INC.

A Subsidiary of EBASCO SERVICES INCORPORATED

Self-insurance is like money in the bank.
to make self-insu-ance pay dividends to smaller firms.
Risk separations. Deductibles. Reinsurance. Loss pre-
vention. Claims control. Supervision cf reserves. These
and other devices are applied by our experts in structur-

ing self-insurance programs which save money for clients
of diverse sizes engaged in widely-divergent activities.

The first step is to iearn whether se f-insurance has
a place in your ccmpany's financial future. An initial,
no-charge consultat.on with one of our representatives
may start you on the way to the bank. To arrange an
appointment at your convenience, call us. Or write for

New York: Twc World Trade Center. New York. N'Y 10048 Te (212) 839-1334. Atlanta: 145 Technoiogy Park, Atianta/Norcross. GA 30092 Tel (404) 449-5800
Chicago: 150 North Wacker Drive, Chicago. IL 60606, Tel (3121 345-3438. Newport Beach: Gateway Plzza. 130 Newport Center Drive. Newpart Beach. CA 92660
Tel: (714) 759-7100. Bermuda: Arrlie Fouse. P.O Box 1617 Hamilton 5-24 Eermuda, Tel (809) 292-0124

Drink producer
discovers quick
negotiation pays

which the company has an in-
terest, serves as a cushion
against disaster, he explains,

Fraser & Neave maintains a
safety program at each of its 12
plants, though the government
shares the credit. Officials are
heavily promoting safety, says
David Ong, Singapore-born as-
sistant manager of Marsh &
McLennan.

Other risks are not taken as
seriously. Audit controls are lax
in Singapore. And when the lo-
cal press ran a three-column
story about a chief accountant
jailed for defrauding his com-
pany of $30,000, it didn’t make
much of an impression.

Mr. Menon told Business In-
surance his firm does not buy

Fraser & Neave
views computer
fraud risk as
insignificant.

fidelity bonds for its senior ex-
ecutives but covers its clerks
and salesmen for $500 to $1,000.
The cashier’'s limit is about
$50,000.

Computer fraud is viewed as
an insignificant risk.

But for mainstream property
and casualty risk, most loecal
concerns prefer first-dollar cov-
erage.

At Fraser & Neave, first-dol-
lar coverage prevails for liabil-
ity and property damage on the
bottler's fleet of 350 cars and
trucks. However, damage to
owned vehicles is intentionally
retained.

The insurance budget is al-
most $250,000, including fire
coverage but excluding theft,
which is regarded as negligible.

K

Insurance buying is not dele-
gated to one specialist. Some-
one in finance or accounting as-
sumes the responsibility. At
Fraser & Neave, insurance fell
into Mr. Menon's lap as part of
his financial duties.

But the job of managing the
risks of his firm is a bit less re-
stricted than in other Far East-
ern jurisdictions. A manufac-
turer can, for example, elect a-
deductible in workers compen-
sation coverage, though a pol-
icy must be purchased from &
local insurer. .

Fraser & Neave finds its
workers compensation reten-
tion rewarding and thanks a
regulatory climate that encour-
ages new ideas. But an “‘ex-
tremely low” loss ratio helps,
Mr. Menon points out.

The climate also keeps rates
and premiums lower than in the
United States. If the plant adja-
cent to the home office on River
Valley Road were to be des
troyed, the loss would amount
to about $25 million. Insuring
this valuable property costs
$22,000 annually. 5

Dental plan

The province of British Columbt
will start a dental plan for re
dents at the beginning of n:
year. The program will cost .
province about $85 million a ye
The plan will pay 50% of most de
tal services for senior citizens a:
children will receive 100% care.
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Singapore grows up
as reinsurer center

SINGAPORE—This city, The team approzch boost: the
once an infant insurance mar-  local reputation an: provides the
ket, is now bearing a growing capital Singapore re nsurers need.

portion of reinsurance on U.S. Also to boost the local reinsur-
risks as part of overall financial ance reputation, lzcal industry
growth. formed the reinsurance associa-

Singapore as a regional rein-  tion last year. There are now 12
surance center is “now con- members and 10 associate mem-
ceived and in its youth,” said  bers, although only four member
Christopher K.E. Lister. reinsurance firms are locally capi-
“That’s pretty good, consider- talized: United Asiz Reinsurznce
ing that in 1973 it was abso- Corp., Copenhagen Reinsurance
lutely zero.” Co. (Far East) Pte Lz4., Singapore

Mr. Lister should know. In  Reinsurance Corp. znd ICS Rzin-
1973 he formed Reinsurance  surance Corp. Lid.

Management Corp. of Asia (Pte) Two U.8. reinsuress are consid-
Litd., which is owned equaliy by ering setting up new offices in
12 firms including National Singapaore, ®

Surety Corp. of California

/" CINCINNATI and WICHITA

Py P .. . are two locations worldwide where
» corporate risk managers can call out

the ARMI against spiraling insurance
costs. To enlist the ARMI , . . Assurex
Risk Management Institute . . . in your
business (and elsewhere in more than
40 states and 16 foreign countries) call

your Assurex International broker.
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KREIDLER-SHELL, 1N2.

309 Vine Street

Cincinnati, Ohio 45202
513-381-0500

INSURANCE MAMACEMENT
ASSOCIATES, INC.

714 Union Centar ﬁ
Wichita, KA 67202
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(Firemnan's Fund).

Now about 65 firms offer rein-
surance in this island city-coun-
try, and about 18 are funded by
Singapore capital. Forty-five
are branch offices of foreign-
based companies.

U.3. insurers represented in-
clude American Home, Ameri-
can International Group and In-
surance Co. of North America,
but direct coverage of U.S. risks
isminimal. Foreign insurers do-
ing business in Singapore in-
clude Copenhagen Reinsur-
ance, Cemmercial Union,
Munich Reinsurance and
MNorwich Union.

Pursuing estimated gross in-
surance premiums of $136.8
million, 60 reinsurers produce
intense competition.

Almost half of the risks are
local fire and property cov-
erage, reflecting the gov-
ernment's increased emphasis
on attracting corporate offices
and an ever-growing number of
hotels, office buildings and hos-
pitals. Marine cargo and hull in-
surance accounts for about one-
third of the business,

Though eager for this reinsur-
ance premium, the market may
be a little short on experience
and capital, say observers, s0
buyers and their insurers may
need to be skeptical.

There's the potential for di-
saster, concedes Anwar A.
Peerbhoy, regional manager for
the East for London Guarantee
& Reinsurance Co. Lid.

Mr, Peerbhoy, who is also
chairman of the Singapore
Reinsurers Assn., says the
country and the Southeast
Asian region suffer from “an
unbalanced situation.”

When what you pay in losses
is very small eompared with the
' potential loss, reinsurers get toe
eager, he says. A big loss can be
devastating.

An October 1979 fire, for ex-
ample, destroyved two heavily
laden Port of Singapore Au-
thority godowns (wharf ware-
houses) and cost insurers $25
million, Mr. Peerbhoy said.

“Because of that one payout,
several companies are probably
in trouble now,” he explained,
though no firm has gone broke.

Retained risk and level of
capitalization aren’t sufficient
either, another experienced ob-
server says. “Yel risks are se-
cure because you're dealing
with reputable reinsurance
people,” he added.

Maost of the experienced rein-
surers are drawn from experi-
enced insurers that have
teamed up with Singapore lo-
cals in reinsurance ventures.
Though not reguired by law,
foreign insurers mcluding U.S.
firms are encouraged to join lo-
cal financial industries.
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London market

Competition keeps policy rates down

By KATHRYN J. McINTYRE

LONDON—Swim against the
current of U.S. risks rushing back
to the American insurance market
from London and you can land at
least a 15% rate reduction from the
London market.

Rate reductions of 30% and more
have been granted by London un-
derwriters left high and dry by
U.S. risk managers lured home by
aven more severe ratecutting in
the American market.

The swells of U.S. risks that just

a few years ago washed over the
London market have receded.
Since the tide turned in 1978 as
U.S. insurers loosened underwrit-
ing restrictions, small, low layers
of casualty risks written by the
London market when no one else
wanted them moved-back. to.the
U.S. market. Medical malpractice
risks, for example, are practically
gone from London.

Excess insurance and umbrella
policies, London’s stock-in-trade,
have also ridden the wave back to
the United States.

The ccmpetition is so fierce now
that Loncon underwriters are re-
ducing razes on almost any line to
keep bus:ness, not just the noto-
riously cheap marine insurance
market.

“It’s not atypical to ge: London
underwrizers to grant a 15%rate re-
duction,” said Colin Bird chiefex-
ecutive of the North American
divisior. of Alexander Howden In-
surance Brokers Ltd. in London.

“London will cut rates 15% to
20%to hold business,” agreed Alan

Warnes, director of Reed
Stenhouse & Partners Ltd.

The cheapest product is the first
$5 million layer of an umbrella pol-
icy.

Only primary insurance policies
renewed in London in the last few
months are seeing less evidence of
this competition. And then the re-
newals are:5% to 10% lower, or at
worst, at existing premiums—a
rate reduction too considering-in-
flation, underwriters hasten to
note.

Londen won’t cut rates much
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KEYSTONES FOR TOMORROW.

Building a strong tomorrow is an
objective challenged by today's soft mar-
ket and pervasive business uncertainty.
Asscciated International Insurance
Company is meeting the challenge by
structuring our future on the keystones of

stability and integrity. These timeless
principles will support our pledge of
dependable, equitable and continuing
underwriting of excess and surplus lines.
Associated's promise is a keystone our
producers and insureds can build on.

ASSOCIATED INTERNATIONAL INSURANCE COMPANY

Member Stewart Wrightson Insurance Group, London
Excess ® Special Risk » Surplus Lines = Liability and Property

Home Office: 3670 Wilshire Blvd., Los Angeles, CA 0010 » (213) 385-2017

Cosmos Management Services Co., an lllinois corpo-ation
Chicago Office: 300 West Washington Blvd., Suite 1405, Chicago, IL 60606  (312) 346-4560 Telex 20-6311

Business accepted through specifically qualified surplus line brokers.

Telex 67-3231

beyond 15%, content to sit on ex-
cess capacity until American in-
surance buyers need it again. A
tightening of the American market
forcing U.S. risks back to London
is considered inevitable, although
estimates on when this will occur
range from 1981 to 1984.

The umbrella liability insurance
market vividly exemplifies the
competition here.

“Rates used to be $1,000 for $1
million of excess casualty insur-
ance over $20 million,” said Mr.
Bird of Alexander Howden. “Now
you can buy it for $750 for $1 mil-
lion in London.”

But U.S. underwriters are beat-
ing those prices, Mr. Bird says. The
same excess insurance that sells in
London for $750 for $1 million is
going for $350 for $1 million in the
United States, he says.

A U.S. pharmaceutical manufac-
turer, for example, was paying
London underwriters a little more
than $1 million for $65 million of
liability insurance excess of $5 mil-
lion. Recognizing the U.S. com-
petition, the Londan underwriters
offered the same-coverage on re-
newal this year for an $850,000 pre-
mium. But the account moved
back to U.S. underwriters that
took it for just $375,000.

The account is not, however, a
major drug maker with big risks
like birth control pills, which U.S.

United States
underwriters are
beating U.K.
prices, says
Colin Bird.

insurers still won’t touch. A high-
risk product manufacturer would
probably still be paying threc
times that cost.

However, ‘‘there’s not a major
account in this market tha’
couldn’t be written for less in the
U.S.,” Mr. Bird lamented.

The drug manufacturers also are
now getting all the insurance they
want out of London, says under-
writer Robin Jackson at Lloyd’s of.
London’s Merrett Dixey Syndi-
cate. The companies are usually
buying $100 million of coverage,
and some even $150 million, at
much cheaper rates,

Underwriters and brokers in
London recognize current pres-
sures on risk managers to take ad-
vantage of insurer competition to
cut their insurance costs during
the recession in the United States.

“A risk manager can’t pass up a
significant savings like 60%," Mr.

Continued on page 34
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Competition cuts U.S. policy rates

Continued from page 32
Bird agreed. “A 60% savingsis a lot
of money. He looks like a hero.”
And London brokers report risk
managers are shopring hard this
year, having their brokers send in
quote requests this month for Jan-
uary renewals. That's much earlier

shopping than brokers recall.

But London underwriters and
brokers also warn risk managers
that giving up the London market
may mean losing breadth of cov-
erage and an underwriter who
sticks by his clients.

“I've never known Lloyd’s to

walk away from an assured who
has suffered a straight insurance
problem,” said Mr. Warnes of Reed
Stenhouse. “Look at Hooker
Chemical's program you pub-
lished in your magazine for
Lloyd’s continuity,” he said, refer-
ring to a chart of Hooker’s insur-

ance programs over 12 years (Bl,
Jan. 21).

Howden Swann has clients that
have been with them 20 to 25
years,” noted Mr. Bird at Alexan-
der Howden. “They still have
broader wording on their policies
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Here’s the full story on
the All American Marine Slip.

All American Marine Slip is an underwriting
syndicate of 30 insurance companies offering
sound, reliable coverages for high value marine
risks anywhere in the world. The Slip is managed
by Marine Office of America Corporation.

Please send me a copy of your new capabilities
brochure on offshore insurance protection.
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than they could get if they were a
new client of an underwriter.
Some of them held occurrence
coverage through the crunch
(when underwriters were forcing
the less desirable claims-made
form) and they still have very
broad umbrella policy wording.”

London underwriters warn, too,
that their current clients will get
preferential treatment in tighter
insurance markets.

Risk managers who want to hold
their London coverage but still
show premium reductions are tak-
ing bigger deductibles, Mr. Warnes
noted. The added credit for larger

Lloyd’s always
sticks by its
clients, says
Alan Warnes.

deductibles can cut a premium in
half on renewal, he said.

While noting that there are some
huge rate reductions, Alan Briggs,
managing director of the North
American division at broker Bain
Dawes Ltd., warned, “Don’t exag-
gerate what business flows back to
the U.S. The $5 million to $10 mil-
lion umbrellas went back but ma-
jor accounts are still heavily in-
volved in London.

“The additional premium in 1976
wasn’t on new accounts but on
lower layers.”

“London lost the middle-range
accounts that paid the huge pre-
miums—Ilike inecreases of 20
times,” added Doug Laithwaite, a
director at Bain Dawes.

Not everyone in London, how-
ever, laments the tough competi-
tion. “This market is a fascinating
challenge, a marvelous challenge.
You have to work harder to main-
tain continuity, but I'm buoyant,”
said Neil Mills, chairman of the
Sedgwick Group. @

Cargo rate
‘too low’

Cargo insurance rates should be
about one-third higher than they
are now for underwriters to make a
profit, says Gordon Hutton, chair-
man of Lloyd’'s Underwriters
Assn.

But he won't even estimate
what’s needed to make hull insur-
ance profitable. “It's most depres-
sing,” he said. “There is overcapac-
ity, competition and depressed
shipping business, which all hurt
the marine underwriter.”

The recent $300 million claim
settlement on three faulty LNG
ships (BI, Aug. 11) might force ma-
rine rates up, some sources say.

Mr. Hutton is also hoping for an
improved world economy that
produces more trade, increasing
demand for marine insurance. =

Photo: Kathryn J. McIntyre



business insurance, September 22, 1980 /35

US risk execs
pay fewer visits
to U.K. market

LONDON—You don’t see as
many U.S. risk managers around
Lime Street, the famous Lloyd's of
London address, as you found a
few years ago.

Risk managers still visit London
with their brokers to sew up re-
newals or new policies, but the
trips are less frequent in the cur-
rent competitive market than in
times when risks are tougher to
sell here. Estimates of the number
of risk managers annually visiting
London range from 150 to 200.

But London brokers and under-
writers still debate the merits of
bringing risk managers into policy
negotiations.

“Economic factors are inhibiting
. visits of risk managers to Lon-
don,” said Alan Warnes, director of
Reed Stenhouse & Partners Ltd.
here. “In soft markets they know
the coverage is here.”

Though reduced from a few
vears ago, the number of risk man-
‘agers dropping in on underwriters
is far more than before the market
crunch of the mid-1970s.

“More than five years ago, |
didn’t see more than one risk man-
ager a year,” recalled underwriter
Robin Jackson of Merrett Dixey
Syndicates at Lloyd’s of London.
Now Mr. Jackson may visit with
three risk managers a week.

“I like to meet risk managers,”

Mr. Jackson said. “It’s not manda- |

‘Economic factors
are inhibiting visits
of risk managers,’
says Alan Warnes.

tory, but I like to meet our major
insureds. They can see we mean it
on continuity of markets.”

Underwriter Peter Wilson of
H.S. Weavers (Agencies) Ltd. also
says he meets risk managers three
times a week. “I see at least 156 a
year, maybe more.

“I find it very useful to talk face-
to-face with arisk manager. He can
answer questions on the spot. And
hopefully he has a better under-
standing of the terms and condi-
tions.

“We were one of the first under-
writers in London to welcome risk
managers into our office—and
that’s going back 15 years.”

Mr. Wilson will discuss under-
writing with a risk manager at any
point in the negotiations. “Any ex-
perienced London broker has no
hesitation for the risk manager to
be there during.all phases of dis-
cussion.”

But more than one London bro-
ker interviewed by Business Insur-
ance cringed at the image of arisk
manager sitting at his elbow when
the terms and conditions of a pol-
icy were being discussed.

“An informal meeting of the risk
manager and underwriter with the
broker is extremely valuable for
background on the organization or
on loss-control,” said one Lloyd’s
‘broker.

“But when it comes down to ne-
gotiating terms, we don't like the
American brokers or risk man-
agers to be there, I find it inhibit-

ing and most underwriters do, too. .

“Underwriting is not an exact
science. We make abrasive com-
ments between old friends during
the negotiations. We can resort to
such familiarities,” he said.

Some U.S. risk managers'are
known to go to London to negoti-

at= their own insurance policies,.

sans U.S. brokers.

“Any major corporation could
come direct to a London broker,”
another London broker told Busi-
ness Insurance.

“It may seem like a great idea,
but it proves disastrous because
we can't service the account. We
don’t have the staff. The buyer has
no one to call to say ‘Add 10 cars to

the policy.’
“The small commission savings
isn’t worth it.” : L

PHOENIX and MOBILE

THAMES & BATRE’

209-11 North Joachim Street
Mobile, Alabama 36603
205-432-0451
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ASSOCIATES
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602-277-5703
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* |ot ofairplane for over
two million dollars. But he can't buy all the service he needs.

Providing your clients with truly
- Associated Aviation Underwrite

first class insurance service is what

rs is all about. At AAU, we back

you-with one of the most professional, experienced staffs in the
business. And our staff has the means for doing the jobbetter than
anyone else. For example, we maintain a fleet of aircraft for our
adjusters to enable them to provide prompt claims service. We also
make.a major contribution to your client’s operation by providing
professional flight department evaluations. And by making avail-

able free safety and educational material.

Sowhen you want your clientstoreally fly first class, make sure they
fly with AAU. We're number one in corporate avia- *
tion insurance becausewe're number oneinservice. 4 q4p
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Foreign countries are moving toward

standards of product liability making man-

ufacturers and distributors more strictly
accountable for product defects — a trend
which has already resulted in increased

awards against U.S. companies with ex-

port markets.

A brief review by INA of an insurance
topic of interest to business executives.

The liability of manufacturers,
wholesalers and exporters for de-
fects involving the safety of their
products has traditionally been
much more restricted abroad than
it is in the United States.

In part this is due to differences
in social and economic conditions.
For example, the consumer move-
ment is less advanced in nearly all
foreign countries than it is here.
Conservative legal systems and
precedents are also important — in-
cluding such factors as the relative
infrequency of jury trials, the lack

of a contingent fee system and lim-
ited recognition of liability for
pain and suffering.

There is, however, ample evi-
dence of a worldwide trend toward
making manufacturers and distrib-
utors more accountable for the
goods they put on the market. The
traditional doctrine of caveat emptor
— let the buyer beware — is crum-
bling under the recognition that
mass production can result in
products which in use prove defec-
tive and cause injuries. More and
more societies find it neither so-

cially acceptable nor economically
necessary to place the major bur-
den on the injured party.

The upheaval in product liabil-
ity abroad has taken several forms.
For one thing, growing awareness
of the lucrative awards possible in
the United States has led to more
foreign plaintiffs initiating suits
against American firms in Ameri-
can courts. In foreign courts, too,
liability actions against U.S. firms
are on the rise and the awards de-
creed are increasing in size.

Strict accountability

Most important of all, there is
an organized movement in Europe
toward the “strict liability” con-
cept of product liability which
generally prevails now in the
United States. A proposed interna-
tional agreement, sponsored by the
nine-nation European Community
(the Common Market), is bringing
strict liability closer to reality — in
fact, in varying degrees, it is al-
ready law in some European na-
tions. As one observer has put it,
by 1985 or even earlier, Europe




Product Liability

may have “the toughest product
liability laws in the world.”

Strict liability provides, in ef-
fect, that the producer of an article
shall be liable for damage caused
by a defect in the article — whether
or not he knew or could have
known of the defect. This liability
holds good even if the article could
not have been regarded as defective
in the light of technological and
scientific knowledge at the time
the product was marketed. There
are some extenuating circum-
stances, such as alteration of the
product by a user.

In short, under strict liability,
a plaintiff need no longer prove
that a manufacturer was negligent
—only that the product was defec-
tive and that the defect was the
cause of the injury or damage.

Protection at U.S. levels

For a company with overseas
markets, these developments in-
tensify the need for a uniform pro-
gram of international insurance
protection.

In individual foreign coun-
tries, a base of local insurance in

accordance with local laws is neces-
sary. But because these local cover-
ages can vary widely, they should
be supplemented with a U.S.-
written “difference in conditions”
master policy that adjusts all cov-
erages abroad to the U.S. standard
of protection level.

Beyond insurance itself, loss
control becomes even more impot-
tant as exposures rise abroad, since
product liability claims are often
preventable. In addition to loss
control measures applying to prod-
ucts generally — such as design
analysis and quality control — there
are special considerations with
products for export. Particularly
important are supporting mate-
rials and technical services.

Advertising and sales promo-
tion literature prepared overseas
should be reviewed to eliminate
excessive promises or implied war-
ranties. Warnings and instructions
for use should be translated into
local languages clearly and with
regard to local conditions. Techni-
cal support and record-keeping
abroad should measure up to U.S.
standards. Efficient handling of

A corporate foreign policy

Manufacturers with export markets
can obtain a “worldwide products endorse-
ment” on their domestic product liability
policy to protect their overseas exposures.

This endorsement protects only against
foreign suits brought in U.S. courts—not
those brought in foreign courts. Moreover,
while product liability rates for export
coverage may be much lower than domestic
rates, the foreign coverage provided by
endorsement to a domestic policy is usually
added at the higher U.S. rates.

Purchase of a separate foreign policy
through a company such as INA Interna-
tional can mean premium savings together
with more comprehensive protection.

such factors can reduce both acci-
dent claims and insurance costs.

INA's product loss control pro-
gram has assisted many clients in-
sured through INA International
in preventing accidents. And
ESIS, an INA Corporation com-
pany, offers the same services to
self-insured clients.

Recognizing and meeting
complex needs, such as those of
business for product liability pro-
tection, typifies INA's comprehen-
sive approach to increasingly
sophisticated insurance and risk
management problems.

Comprehensive services

The Insurance Company of
North America was founded in
1792 in Independence Hall, Phila-
delphia. Today it is the largest
component of INA Corporation’s
international network of insur-
ance, financial, and health care in-
terests. In property and casualty
insurance and risk management
services, life and group insurance,
health care management and finan-
cial services, INA and its affiliated
companies offer a unique combina-
tion of products and services to
business and industry around the
world.

For an informative booklet on
current trends in international
product liability, write INA,
Dept. R, 1600 Arch Street, Phila-
delphia, PA 19101.

The Professionals
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Mainland China

Family supplements pension stipend

By Charles Epstein

ALF A WORLD away, the sleep-
ing giant of Asia continues to
emerge into the 20th century.

Perhaps no other nation in world his-
tory has made such rapid advances for
its people as China since it threw off
the yoke of imperial rule by overthrow-
ing the Ching Dynasty in 191]1.

Two civil wars and innumerable
purges later, the largest socialist nation
in the world has reached the level
where it is able to provide retirement
benefits for its older population,

What those benefits are like and how
they are awarded in the context of tra-
ditional, yet contemporary Chinese so-
ciety is reported firsthand by a citizen
of China, Li Kun-yu.

In the following letter, Mr. Li, an
engineer, writes of his in-laws’ retire-
ment, what salary they received and
how they spent their post-working life.

In his letter, Mr. Li describes the al-
lotted salary for retired railway system
workers, death benefits and how these
government expenditures are supple-
mented by the extended family, which
is still extremely powerful in China. A
retired worker’s children are expected
to provide cash or housing to supple-
ment the government stipend.

Medical and dental benefits are pro-
vided free by the state.

etirement benefits in China vary

from occupation to occupation.
Workers performing difficult manual
labor (miners, excavators, ete.) retire at
a younger age than white-collar profes-
sionals. During a recent trip to China,
when I met Mr. Li, it was explained
that professionals in valued positions,
such as doctors or professors, are ex-
pected to work well into their 70s be-
cause they are so valuable to the state.
Male manual laborers may retire at 55;
female manual laborers retire at 50.
However, for those who do “heavy
work,” retirement is five years earlier
for both sexes.

For those who do “mental work,”
which is admittedly an open-ended
category, retirement is at age 55 for fe-
males, 60 for men.

Benefit levels for state workers are
also high, with. manual laborers and
secondary-level school teachers receiv-
ing 70% of their salaries. Professionals

receive 100% of their salaries because -

they are expected to work longer.
Retirement itself is a new concept to

&
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The political and cultural experiences of China may seem foreign to Westerners, but the
common experience of retirement bridge the gap between East and West.

China and has come as the nation
reaches a level of increased prosperity.
The average annual income in China is
about $200 to $400 annually. The most
sought-after luxury-items are still bicy-
cles and electric fans. A bicycle may
cost up to one month’s wages.

This letter from Mr. Li, which took.

three months to reach Chicago from
southeast China, offers a very rare in-
sight into the life of retired Chinese
workers. The nation is socialist, the

cultural experience of China is almost
incommunicable to the average Wes-
terner, yet there are commonalities af-
ter a life of hard work which bridge
national boundaries. This is the be-
tween-the-lines meaning contained in
Mr. Li’s short letter.

'Y FATHER-in-law, when he was
alive, was the retired headmaster

of a ratlway transport school located in .
Chongquing City, Cichuan Province,

_wife.

Li Kun-yu, an engineer, lives in Yichang City,
Hubei Province in centraleastern Chinawith his

Charles Epstein is associate editor of Pensions &
Investments, another Crain Communications
publication. During a trip to the Orient, Mr. Ep-
stein had a chance to study Chinese industry.
This letter is a result of a f'rzendshtp he made on ;

the trip.

southwest China.

During his retirement he could stiil
get retired pay of 80 yuan (about $50)
per month, a sum being equal to 70% of
hisoriginal salary. As a retired person,
he could continue to get free medical
care. He lived a happy life.

As an intellectual, he used to take
much time to read newspapers and ar-
cient novels every day. He often helped
some units and organizations practice
with the writing brush, such as slogans,
wall newspapers, ete.

His handwriting was very good. He
also liked to write classical poetry. He
used to send me some of his poems to ask
my opinion. Now I'm keeping about 60
poems written during his retirement.
He didn’t care for smoking or drink at
all. He also didn’t like to play chess,
cards or any other games. To drink tea,
play chess or cards and chat is a habit
of most retired old men.

He once took a trip of long distance
by train or ship. He didn’t have to pay
for the train trip since he was retired
from the railway system. The staffs of
the railway systems have a free train
trip once each year.

A first he went to Shanghai, the big-
gest city of China, to see his oldest
son. He stayed for several weeks and
left for Canton to see his second son who
1§ an army man, and went to Wuhan
City to see his third daughter.

My father-in-law went back to
Chongqing again. His other children,
all of whom are in Cichuan, could see
him frequently because of that.

Finally, my father-in-law went to
Dukou (a city) and stayed there with
his daughters until he departed from
life several years ago.

My mother-in-law is a retired worker
from the railway station. Seven years
ago, when she was just aged 55, she was
allowed to retire. She can get retired
pay of 40 yuan per month (about $25),
which is equal to 70% of her original
monthly wage. This is enough to pay
the house charge, electricity, meal
charge and running water. She need
not pay for medical services.

When my father-in-law died of age,
she got about 400 yuan for burying him.
Their youngest daughter got 18 yuan
per month until she reached 18.

After the Gang of Four was smashed,
the life of my mother-in-law and most of
the other people is getting better. We all
get more income. We follow the princi-

le “from each according to his ability,
to each according to his work.” The
more one does, the more he gains.

For instance, we may get some money
if we write or translate any articles for
newspapers or magazines. Then, we all
often send her some money from her
sons and daughters, such as on New
Year’s Day, Spring Festival, Women’s
Day, National Day. Some of her eight
children will send her money to spend
holidays. (]
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By James E. Stone

HE INTERNATIONAL benefit

manager asks the same questions
and needs the same information as his
strictly U.S. counterpart; however, the
answers and the number of answers
vary according to the location.

There are still a large number of
multinational companies that leave the
total benefit planning function to local
management. However, as increasing
government, social and economic pres-
sures place more emphasis on interna-
tional benefits, it is becoming more
commonplace for the parent firm to di-
rect many of these activities. Who
makes the ultimate decision often de-
pends on the particular corporation’s
management philosophy of centraliza-
tion or decentralization.

It is desirable for local management
to be involved because of its close rela-
tionship with local customs and gov-

James E. Stone is vp
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sulting at Reed Sten-
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perspective

Internationals

Centralize benefits . . .

ernment. Many times the local man-
ager is in the best position to advise the
international benefit manager of com-
petitor practices and the pitfalls to
avoid. As in any situation, the relation-
ship and familiarity between the local
manager and parent weigh heavily on
the credibility and quality of the ad-
vice.

As multinational corporations ex-
pand their operations into other coun-
tries, it becomes increasingly impor-
tant, however, for the parent to super-
vise all benefit activities. If the number
of employees is substantial (at least
several hundred), consolidation of in-
vestments, insurance contracts and
other contractual provisions may be
possible, provided the actual manage-
ment of benefit planning is centralized.

his makes for problems for the cor-
porate benefit manager.

All employees need protection
against the physical and economic
problems resulting from illness, dis-
ability, death and retirement. The in-
ternational benefit manager should ad-
dress three employee categories:

e Local nationals—citizens working
in their own country for a foreign firm.

e Expatriates—domestic employees
of the parent corporation working on
foreign assignments.

Thoto: Jopon Information Service

Employees and trade unions worldwide are seeking more benefits. In the Far East, for

example, an area of low benefit demands, pressure has escalated.

¢ Third-country nationals—citizens
of one country employed in a second
country by a firm controlled from a
third country.

There is also a worldwide pressure
by employees and trade unions for bet-
ter benefits. In the Far East, for exam-
ple, the demand for increased benefit
plans has escalated in a traditionally
low benefit demand area.

To cope, plans can be enhanced
through social security and/or occupa-
tional benefit programs. Most coun-
tries have social security schemes that
include disability, health, unemploy-
ment, retirement and death benefits.
Normally, the social security plan cov-
ers local nationals and can then be sup-
plemented to a degree appropriate for

that country. Local customs and gov-
ernment regulations may require spe-
cific benefits and levels.

The majority of European countries
and Canada have national health sys-
tems providing broad coverage. It is
important for the international benefit
manager to study and be aware of state
benefits. Participation, as in France, is
sometimes obligatory.

The international development of
occupational benefits has also been
rapid. Pension plans for retirees,
widow’s and dependent children’s
pensions, death, disability, travel acci-
dent and medical plans are now con-
sidered integral parts of compensation
packages.

Continued on page 45

... and assume larger property retention

By Philip Prass

RADITIONALLY, OVERSEAS
property insurance programs were
structured three ways:

e Admitted placements, coverage
placed in each country with licensed
insurers pursuant to local policy forms.

e Nonadmitted, coverage placed
outside the country, usually under a
single master policy with coverage
generally in line with U.S. placements.

e Combination admitted and nonad-
mitted, coverage placed locally with a
master DIC placed on a nonadmitted
basisto fill in gaps and achieve an over-
all level of coverage equal to that pur-
chased for U.S. properties.

During the late 1960s and into the
1970s, multinationals sought improve-
ments to the traditional approaches.
Although the combination approach
had the most advantages in coverage,
compliance with local regulations and
pricing flexibility, there was room for
improvement in the area of assuming

Philip Prass is vp
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larger retentions and funding those re-
tentions.

Thus, in addition to the traditional
objectives of the best level of coverage
at the most attractive cost, increased
self-assumption and funding for the
self-assumption became significant
goals. These goals reflected the risk
manager’s recognition that it was
financially feasible to assume more
risk while achieving further cost effi-
ciencies in countries where rates were
kept artificially high through manda-
tory inflexible tariffs.

One method for achieving these ob-
jectives is the formation of a sub-
sidiary insurance company that acts as
a reinsurer of the local fronting com-
pany. While there are several possible
variations in the flow of premiums, the
one most often used involves the fol-
lowing basic steps:

e Local policies are issued through
licensed affiliates of a worldwide in-
surer. Terms and conditions are nego-
tiated at the local level, obtaining the
most competitive terms within the lo-
cal market.

e Through the insurer’s home office,
terms of reinsurance are negotiated so
that as much as-90% of the risk is rein-
sured to the subsidiary insurance com-
pany.

e The subsidiary insurer retains the
first $100;000, $200,000 or whatever re-

tention proves to be the most teasible,
retroceding excess of its selected re-
tention to the commercial insurance on
reinsurance markets, usually through
the home office of the worldwide in-
surer or a treaty specifically designed
for such retrocessions.

ithin this overall framework, the

W corporation has found a way to
assume more risk and the vehicle for
the funding of that increased assump-
tion. It should be noted that within
each step of the process, detailed nego-
tiations are involved in order to
produce cost-effectiveness.

The formation of captives has
dominated the scene. However, there
are alternatives to a captive that can
achieve the same results.

There are worldwide insurers that
will make available to policyholders
their Bermuda facilities in the place of
a captive. The insurers’ Bermuda com-
pany receives the reinsurance pre-
miums from abroad and establishes a
fund for the policyholder, out of which
the policyholder will pay the first
$100,000, $200,000 or desired deducti-
ble of each loss. The premium flow and
negotiating parameters are the same as
those for a captive reinsurance pro-
gram. The obvious difference lies in
the absence of a captive.

One advantage of this approach is
that it allows the medium-sized com-

pany a funding alternative tradition-
ally available only to the larger
multinationals. Another advantage is
that it will allow a company to build
some experience in funding an over-
seas retention; if the fund is profitable
enough, it could then form the basis for
establishing a captive using the profit-
ability of the fund as a source of cap-
italization for the subsidary insurer.

s with captives or any other creative
funding plan, there may be disad-
vantages, including considerable addi-
tional monitoring of cash flow, addi-
tional paperwork and possible limita-
tions on program flexibility.

As one begins to explore the various
alternatives for funding an overseas re-
tention, the three basic steps are an In-
tegral part of achieving the overall
goals. The differences are limited only
by one’s imagination as to what form
the policyholder and insurer use to
fund the retention; it can be a captive,
funding program, utilization of an-
other subsidiary insurer, a profit-
sharing plan, etc.

The important thing to remember is
that if a corporation has a gross, front-
end premium of $300,000 or more and
heavy concentration of values in Latin
America and other areas where nonad-
mitted insurance is prohibited, it
would  be worthwhile to review the
feasibility of a funding program. L]
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Flexible

plans

Jury remains
out on value

AMPANT INFLATION has caused
many corporate benefit managers to

take a close look at the cost of employee
benefits and what can be done to reduce
costs. Business Insurance senior editor
Len Strazewski moderated an American
Management Assns. panel that went in
search of the answer to spiraling benefit

costs.

The panel included Larry Carrington,
manager of employee benefit planning for
American Telephone & Telegraph Co.; Joseph
Duva, director of employee benefits and com-
pensation for SCM Corp.; Tom Freeman, a benefit
consultant with Johnson & Higgins, and David
Helman, director of employee benefits for Rapid

American Corp.

Carrington: Suppose we were to
abandon the traditional approach to
providing benefits and get in the area
which is defined as cafeteria benefits
or flexible benefits. Give everybody a
little bank account and say, “Here is a
whole series of benefits available, this
is what they cost. Now you hunt and
pick.” Would that have any effect?

Freeman: In my opinion, yes, but I
may be in a great minority here. I'm a
great believer that the coming thing
will probably be the cafeteria, because
on the corporate side there’s just so
much money you can spend.

Your auditors and accountants will
tell you that when you get up to some
figure—it may be 50% of payroll—
somewhere it's got to stop. When it
does, you've got to adjust somehow,
and that may be one of the ways to do
it)

Duva: The jury is still out. Cafeteria
packages are still too new. Too few
companies have done it and know
whether adverse selections will create
additional cost, whether administra-
tion or the extra administration is
worth it or not. I'd say that it’s some-
thing certainly that should be studied
as a possibility. But I don’t think that I
see a snowballing effect of that until a
lot of answers come down the pike
from the pioneers.

BI: What about educating employees
to make their choice?

Duva: I think flexible benefits or
flexible comp or whatever you want to
call it, cafeteria, in fact, really satisfies
an individual choice more than it may
satisfy the company choice.

Whether they work together, I still
think is still questionable. I think the
theory is that you have a more con-
tented employee who's been able to se-
lect what he needs and what he wants
as compared to what the company has

Carrington

said he needs and wants. That should
make it more effective.

Freeman: But it can solve both pur-
poses, if you put a maximum amount
that will be paid. It can give you some
budgetary controls that you don’t have
now.

We have found that almost every
time people will spend what they get,
put in some more money and add bene-
fits.

Helman: I'd like to know what they
always buy.

Freeman: Vacations. . . . It’s interest-
ing that most people of the younger
group, which is the work force today
now, want more free time and they’ll
pay for it.

Helman: How do they pay for it?

Freeman: They pay cash for it. Take
less money.

Carrington: Buyback.

Duva: Part of the inflation problem
is productivity and productivity being
at such low levels and no-growth situa-
tions. Here we have people who really
would like to take more vacations. I
don’t think that helps our biggest prob-
lem of inflation or productivity.

Freeman: My point was what we're
dealing with out there, the type of em-
ployee, their desires and what they
want. I think if you're designing bene-
fits or administering them, you've got
to consider that.

Carrington: I agree, Tom, but when
you get into that kind of a program, in
my stage oflife, I'm far more interested
in pension than anything else, you see.
If I was 30 years old, I probably would

be more interested in having a medical
plan which would be taking care of my
young family and my maternity care.
Pension would be about the last thing
from my mind, as it ought to be at that
time.

BI: How do you train a worker to
make those decisions at an intelligent
level?

Freeman: That’s the big problem
with a cafeteria.

Helman: I think any effective cafete-
ria program would presuppose a core
of very, very good high basic benefits:
an adequate medical insurance pro-
gram, an LTD program, a pension pro-
gram. I think you really have to give
the employees a choice in those areas
where if you don’t choose it, nothing
disastrous could happen to you.

We're getting into legal areas or a vi-
sion area or prescription drug area. In
these areas, if you don't have it, you're
not going to wind up in the poorhouse
or on welfare,

I think those are the areas where the
choices have to lie, but it's something
very basic like medical insurance, re-
tirement benefits, in those areas, we
have to be a little paternalistic and
make sure that the employee has
enough to get by.

Duva: I think that's an interesting
point. Who makes the determination of
what’s a good level of core benefits,
and really, do you wind up with just an
add-on core situation because you
want to protect every, every eventual-

ity so that the employees don’t get
hurt? It seems to me we’re just creating
another layer on top of a good core of
competitive benefits.

Helman: Those companies that are
interested in cafeteria benefits are gen-
erally those companies that already
have got a very, very fine benefit pro-
gram. For example, a company that
doesn’t have any dental insurance, or
doesn't have any vision care insurance,
or has a lousy pension plan probably
will not get involved in cafeteria bene-
fits until it puts in the improvements
employees are asking for.

Those employees who don’t have
some of these basic insurance cov-
eragesthat maybe some oftheir friends
and neighbors have don’t ask for cafe-
teria benefits. They want the core.

Freeman: What you really have is a
basic set of benefits that would take
care of necessities, and then contribu-
tory types of optional plans on the top
of it. In some cases, though, you can
use employer dollars for some of those.

Helman: I've seen instances in
which you have a medical insurance
program and you try to put in a mini-
mal contribution from the employees,
low-pay employees, and it's rejected.
And people walk around without med-
ical insurance. Now if a person like that
becomes a medical catastrophe, it be-
comes a company problem.

Next week, in the fourth and last epi-
sode of the benefit round table, our
experts discuss controlling cost, em-
ployee complaints and survival.
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Despite ruling, retro plans pay off

By Albert J. Beer

HERE HAS BEEN an extraordi-

nary amountof discussion recently
concerning the California insurance
" department’s position on paid-loss ret-
rospective rating plans. This is only
one aspect of the increased recognition
of the cash-flow concept that has re-
‘sulted in a number of innovative ap-
proaches to handling risk financing,
Despite complex rulings, cash-flow
plans remain simple,

Stated briefly, a cash-flow program
is one in which the policyholder de-
rives investment income from funds
that eventually may be paid to the in-
surer. The most fundamental type of
cash-flow program is a simple monthly
or quarterly installment plan. The com-
plexity of these programs may vary.
Hut the most significant cash-flow ad-
vantages are derived from plans that
bill the policyholder for-losses as they
are paid.

The loss and loss expense consider-
ation is important because it generally
represents 60% to 70% of the insurance
premium dollar, while a claim may not
actually be paid until years after the
10ss, Thus, a large portion of the pre-
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mium is available for investment be-
fore it is actually paid out by the in-
surer.

In an effort to demonstrate the po-
tential of these programs, here’s some
industry-wide data pertaining to the
payout of losses incurred in calendar
year N:

It’s essential to point out that these
are industry results based upon na-
tional data. Therefore, they represent
broad averages of various companies,
state laws and policy limits. As such,
they only indicate an average payout
pattern and may not be the actual re-
sults for.a particular policyholder in a
specific calendar year. Nevertheless,
this exhibit does provide the risk man-
ager with an appreciation of the size of
the “tail” of liability and compensation
coverages,

o illustrate the effect of these de-
layed payouts, assume a particular
policyholder will pay claims exactly in

the pattern described above and has:

incurred $10,000 of loss during 1980 for
each line of insurance. Based on the
above figures, the amounts paid during
subsequent calendar years would be as
follows:

A convenient method to represent
the potential cash-flow savings is to
compute the present value of the
$10,000 of loss for each line of business.

Assuming the payout patterns we
have deseribed and various rates of re-
turn on investment, the following
present values may be computed:

Simply stated, rather than paying
$10,000 at poliey inception for the pay-

Auto Liability 37% 28% 14%

General Liability 9 12 15 16
Workers
compensaton 25 26 16 9

Percentage of Loss Incurred
Year N and Paid In Year

N N+1 N+2 N+3 N+4 N+5 N+6 N+7 N+8 N+9
9% 5% 2% 2%

Assuming $10,000 of Loss for each
Coverage Incurred in 1980 ‘

Losses Paid In:

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989
Autor - $3700 ‘$2,800 $1,400, $900 $500 $200 $200 $100 $100 $100
GL 900 1,200 1,500 *1,600 1,200 1,000 700 800 BOD 300
WC 2,500 2,600 1,600 900 600 400 400 400 300 300

Present Value of $10,000 Loss:

Pre-Tax Rate of Return
0% 5% 10% 15%
Auto Liability $10,000 $9,105 $8,388 $7,794
General Liability 10,000 8,180 6,845 5,841
Workers

compensation 10,000 8,770 7.836 7,099

1% 1% 1%
101 7 8 8 3

6 4 4 4 3 3

12

ment of auto liability losses, the policy-
holder may place $8,388 in a 10% inter-+
est-bearing account and still be able to
meet the assumed payment schedule.
Obviously, a company’s internal rate
of return and the need for ligquidity
must be considered before a risk man-
ager can make any decision concern-
ing potential cash-flow savings. In ad-

dition, the actual savings attributable
to self-insurance programs or pre-
mium deferral. plans should also be
evaluated in light of tax regulations.
The deductibility of paid losses and
premiums may have a substantial im-
pact on after-tax costs when com-
paring various insured and self-in-
sured programs., n

Consolidate international benefit package

Zontinued from page 42

Within these plans, many companies
retain their expatriate staff as domestic
staff. This is especially true of U.S.
firms, where the expatriate’s family
may be left behind or extended home
leaves are common. Another consider-
ation is the tendency for expatriates to
return to.their home country for treat-
ment of serious injuries or illnesses.
. Larger insurers participating in
nultinational insurance networks per-
mit this, but it can be difficult to ar-
~ange desired contractual provisions
through smaller domestic insurers,
. Benefit managers need to be cau-
tious when arranging these provisional
amendments. Too often, the smaller in-
‘urer misunderstands the expatriate
assignment and confuses it with par-
=nt-based employees visiting foreign
operations for short periods. This
method of providing benefits may du-
plicate coverage for when foreign
sountries mandate arrangements.

eparate plans are typically es-

tablished for the provision of expa-
triate benefits, too. It is possible, how-
ever, to consolidate these plans and
their possible surpluses because of ex-
Jerience rating,
* If the expatriate employee becomes
aligible for benefit coverage in a for-
eign country of residence, retirement
‘ncome may be generated through so-
:1al security benefits and occupational

benefits applicable to service in both
the foreign and home countries. It is
normal and advisable that formal em-
ploye contracts be used for these peo-
ple to clearly state the multinational
corporation’s intent.

The extent of benefit coverage of-
fered to the third-country nationals
greatly depends on established corpo-
rate policy. Many times these employ-
ees do not remain in any one country
long enough to qualify for social seeu-
rity benefits. If possible, it may be ad-
vantageous to arrange for benefits lo-
cally through the local subsidiary
benefit plan.

Formal markets do not always exist
within the country of the subsidiary for
which the third-country national is
working. This creates-a problem in
benefit arrangements and often leads
to the problem of gaps in pensien re-
serves and other benefit service accu-
mulation.

Where local foreign markets do not
exist, such as in the Middle East and
North Africa, and the third-country na-
tional cannot be effectively retained in
his or her home country, offshore plans
may be the answer.,

An offshore plan is an accommoda-
tion contract. Pension plan reserves
are accumulated in a central fund
managed in a tax haven such as Ber-
muda or the Bahamas. These offshore
plans are usually nonqualified and
nonadmitted, and therefore they are

Fl

normally not tax deductible.

The fact that social security contri-
butions, benefit income taxes, regula-
tions governing the payment of bene-
fits in a foreign country and tax liabil-
ity exchange controls exist has to be
recognized by international benefit
managers. They need to be aware of
what is tax deduetible and what is not.
It is advantageous to use admitted in-
surance companies because of favor-
able tax treatment and consistency of
local contracts..

here is more awareness and inter-

est by multinational companies in
the international benefit networks that
offer pooling and experience rating.
Experience rating does not exist in
some countries because of tariffs. In-
ternational. insurance companies and
insurer consortiums have -developed
multinational insurance contracts that
offer both financial and administrative
advantages.

A master contract provides for all
employees of the company and its vari-
ous subsidiaries. For underwriting
purposes, all groups are combined. In
order to recognize local regulations re-
garding insurance practice, taxation,
social security and premium rates, a lo-
cal contract is created under the um-
brella of the master contract.

Advantages include experience rat-
ing on the combined group, dividend
calculations, possible increased rate of

return on money placed with the in-
surer, elimination-of medical exams
and ease of transferring employees
from country to country without a loss
of benefits,

Captives pose another option. As the
use of offshore captives expands in
property/casualty insurance, so do the
questions concerning any possible ad-
vantages to employee benefit plans.

The likely use of the captive would
be as a reinsurer, because it is unlikely
the captive would establish several lo-
cal .offices. Use and benefits should
only be considered by the very large
multinational companies, although
financial gains directly related to cost-
effective employee benefit planning
may be possible.

There is also the possible financial
gain to the captive itself, with the addi-
tional generation of cash flow by the
employee benefit plans. Tax benefits
to the captive may favorably enhance
overall financial results.

Unfunded or self-funded plans may
be considered, depending on the coun-
tries involved. As in the U.S. situation,
advantages can be realized, but the
awareness of local regulations is of pri-
mary importance.

Unfunded plans are difficult to ar-
range in most European countries be-
cause of tax regulations, industrywide
pension plans, pension regulations and
the overall governmental environ-
ment, =
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Peter Green

When there’s
butter, you're
adventurous

By KATHRYN J. McINTYRE

LONDON—Peter Green didn’t need the Rolls Royce and honor-
ary membership in the Royal Yacht Squadron that are bestowed
upon each chairman of Lloyd’s of London. .

He also didn’t need the Sasse Syndicate loss scandal, the com-
puter-leasing loss fiasco or the job of directing an overhaul of
Lloyd’s self-regulation. No Lloyd’s chairman has ever had such a
combination of troubles.

But the only one of these perks and problems that Peter Green
didn’t take when he became chairman of Lloyd’s in January was
the honorary membership in the Royal Yacht Squadron. As a
member already, that would have been redundant. (He does, how-
ever, use Lloyd’s Rolls as well as his own.)

In his first nine months as chairman of Lloyd’s, 56-year-old Mr.
Green has won the widespread support of the London insurance
community. People praise his background as a marine underwriter
at Lloyd’s. He's chairman of Janson Green Syndicate that he in-
herited from.his father, and has long experience as a member of
Lloyd’s Committee and underwriting groups.

Mr. Green also is still the open-minded, if more personally re-
served, person brokers remember queuing up to see into the late
evening hours. During the capacity crunch of the mid-1970s every-
one wanted a London underwriter and he was available.

If Mr. Green would rather be back in his underwriting box on the
floor of Lloyd’s instead of upstairs in the chairman’s office, it
wasn't apparent during an interview with Business Insurance. He
seemed to be enjoying the position as he downplayed the recent
spate of losses at Lloyd's, predicted market developments and
described the committee’s work in the wake of the Fisher Report.

“Computerleasing is frightfully old hat,” he snipped when asked
why Lloyd's got into such a losing risk. “I wish we'd have another
claim to talk about. Claims are the best form of free advertising.”

The estimated $340 million loss on computer leasing risks at
Lloyd’s is less significant when it’s put into the context of Lloyd’s
resources, he maintains. He referred to a favorite Lloyd’s statistic
about the loss: 10% interest earned on the $2.78 billion Lloyd’s trust
fund maintained in the U.S. alone would cover 75% of the loss.

Though market speculation is that Lloyd’s underwriters burned
by computer-leasing risks will be less innovative for awhile, Mr.
Green maintains that if anything is stifling creativity at Lloyd’s

. these days it’s the extremely low rates the-underwriters can get.

“If the bread and butter business is bseoming increasingly stale
bread and there’s not much butter, you're a bit leery about chanec-
ing your arm,” he remarked. “But when there’s butter, and jam as
well, you're a bit more adventurous.”

Mr. Green predicted that it would be 1983 before higher rates will
spread much jam for Lloyd's underwriters. “So much depends
upon world trade,” he said, reflecting his marine insuranée bias. “If .
there’s more world trade, then there’s an increase in the flow of
marine and other business.”

Lloyd’s is also looking forward to a potential $50 million increase
from European risks in its over $4 billion annual premium-income.

Mr. Green's handling of the Fisher Report is evidence of his
open-minded attitude about dealing with the public. In May he
pledged that it would be published in its entirety “because there’s
not much point in commissioning a report if at the end of the day,
you're going to lock it away and not let anyone else see it.”

Since the report was delivered in June, Mr. Green has been
working against the clock to prepare a bill for Parliament by Nov.
27 to ensure that changes can be implemented next year,
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And he is still burning the midnight oil. |
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First State is the largest and oldest domestic company formed
to write surplus lines, special-purpose and reinsurance business.
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When you look at a computerized claims
processing system, look at who stands
behind it. Claim Control is a service of
Systems Resources Company, a division
of Control Data Corporation. Totally
administered by SRC staff professionals,
Claim Control provides automatic and
consistent adjudication, pricing and noti-

Clalvl CONTROL

AUTOMATED CLAIMS PROCESSING SERVICE

fication. We’re flexible — choose the
pricing methods, benefit combinations
and payment cycles that fit your oper-
ation. Our ambitious cost containment
efforts, ' coupled with outstanding
reporting, provide real management
value for your administrative dollar. Call
us for details on Claim Control.

SYSTEMS RESOURCES COMPANY
GE Ege:#?&mnﬂfggwomﬂow

14801 Quorum Drive® Suite 301e Dallas, Texas 75240 @ (214) 385-5666

Federal training,
reviews will try
to bolster HMOs

WASHINGTON—The federal
government has initiated two new
programs to strengthen health
maintenance organizations.

A training program for HMO
managers is to begin in January
1981; an external review of each
federally qualified HMO's internal
quality assurance program will be-
gin next spring.

Both programs are expected to
improve the track record of fed-
erally qualified HMOs, which
have special privileges in gain-
ing marketing access to em-
ployee groups. Under the

e S R R
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In seven years, the sales of National
Can Corporation more than doubled.
Yet the Corporation’s incidence of work-
er injury actually decreased 54%. The
result: National Can was able to return
over $5.3 million from a self insurance
accrual to operating capital, through
cash flow savings.

Gallagher's Certified Safety Profession-
als recommended accountability for all
Company divisions. And the savings here
far exceed those of a typical cash flow
plan. One example: under the Gallagher
plan, workdays lost due to injury were cut
in half—a boon to productivity.
Extraordinary results for major com-

Thanks to GallaghersSelf Insurance Program,
National Can has returned
%5,300,000 to working capital.

And thats only the beginning!

ARTHUR J.

That's significant, of course. But any
well-designed self insurance program
should help cash flow. The extra payout
for National Can is the Corporation’s
ability to control loss-producing situa-
tions, often before they occur.

Working as a team, National Can and
Arthur J. Gallagher & Co. designed,
implemented and serviced a self insur-
ance program with emphasis on safety.

panies such as National Can explain
why Arthur J. Gallagher & Co. is the fast-
est growing top ten broker in the country
—over 32% compounded annually for
the last ten years.

Gallagher knows that self insurance is
one way any company—your company
—can still control insurance costs. We
did it for National Can. We'll do it for you.

&Gé%LA HER

Gould Center, Golf Road
Rolling Meadows, Illingis 60008
312/640-8500

International Brokers Providing
Insurance Services for Commercial,
Industrial, Institutional and Self
Insured Clients

HMO Act, forexample, an HMO
can demand to market itself to
employees if the employer has
at least 25 employees living in
the HMQ's service area.

Some benefit managers have
been concerned that these
qualified HMOs may not be sta-
ble plans for their employees
because seven federally quali-
fied HMOs have folded. Their
losses totaled $17 million.

The government’s budget for
HMOs is expected to nearly tri-
ple to $69 million in fiscal 1981
from this year's $23 million.

Group Health Assn. of
America, based in Washington,
D.C., received a $654,000 con-
tract to develop the manage-
ment training program. Appli-
cations for the course are being
accepted until Sept. 30, said
Jerome Ashford, public health
service fellow in the
government’'s HMO office.

By Oct. 30, 60 students will be
selected. The class will be run
in conjunction with the George-
town University Medical Cen-
ter.

“The program was started to

‘We expect a
shortage of
managers,’ says
Mr. Ashford.

meet the increasing demand in
the HMO field for HMO man-
agers,” Mr. Ashford said. “The
field is growing so rapidly we
expect a shortage of managers
...anew HMO needs managers
with experience and training.”

The training will include
seven weeks of classroom work
and six months on the job.

Two class sessions will begin
Jan. 5 and March 16.

Students accepted into the
program will be eligible for a
maximum monthly stipend of
$2,000 from the government.

“We're looking for mid-level
managers from health care and
other fields,” said Mr. Ashford.

Applications for the manage-
ment training program can be
obtained from National HMO
Management Training Pro-
gram, Room SW, 319 Medical/
Dental Building, 3900 Reser-
voir Road N.W., Washington,
D.C. 20007.

The National Committee on
Quality Assurance in Washing-
ton, D.C., received a $187,000
contract to establish a system to
review the internal quality as-
surance programs of all fed-
erally qualified HMOs, said
Leslie Ford, quality assurance
specialist in the HMO office of
the department of Health and
Human Services.

Ms. Ford said the quality as-
surance committee, which is
composed of physicians and
members of the public, will de-
velop standards to define effec-
tive quality assurance pro-
grams and assess programs
against these standards during
its one-year term.

“Federally qualified HMOs
are required to have quality as-
surance programs,” she said.
“Since we guarantee loans and
say they (the HMOs) are quali-
fied, we have to be sure they're
doing what they're supposed to
do,” she said. .
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awards increase,
insurer reports

PERSONAL  LIABILITY
awards by U.K. courts have risen
more than 20% in the past two
years, with damages of $500,000
now commonplace, Commercial
Union reports.

“Courts are taking a more so-
cially conscious view by imposing
ever-increasing responsibility on
firms and other people to prevent
accidents, and are recognizing
more than before that damages are
borne by insurers,” CU says.

Industrial plants that have had a
stable claims record for many
years are suddenly facing new lia-
bility problems because litigants
are getting more aware of their
rights, warns CU assistant liability
manager Ken Merchant,

Top U.K. courts often find negli-
gence more readily because they
know insurers will have to pay for
the damages. Insurers must do all
they can to stop this trend through
efficient risk control, he urges.

Damage awards are also rising
rapidly in Ireland, where a jury re-
cently awarded $1.4 million com-
pensation to a 23-year-old laborer,
Jerry Buckley, who was severely
hurt in a conveyor belt accident.

Economic update

Lloyd’s is gearing up for much
higher capacity and plans to add
nearly 1,000 new members by Jan-
uary in anticipation of an upturn in
the U.S. economy by the end of
1981 or by 1982.

“Financial sources seem to think
the U.S. recession will be much
less severe than was once feared,
and that its recovery, when it
comes, will be much more rapid
than anticipated by many people,”
Lloyd’s chairman Peter Green told
Business Insurance,

“We have to be in a position to
accept more business as soon as
trade improves.”

But at the moment, the interna-
tional markets have too much ca-
pacity and several Lloyd’s syndi-
cates are not yet trading to the full
extent of their premium limits,
said Rodney Wace, deputy chair-
man of Lloyd’s nonmarine market.

Similarly, Edward Walklin, avia-
tion market chairman, concedes
that many syndicates are writing
only half their capacity because of
the scramble of business from
other aviation insurers, including
some market newcomers who may
not fully appreciate the extent of
aviation risks.

‘“Airline accounts renewed so far
this year have in some cases been
uprated, but not enough is being
done in this direction,” he said.

No nationalization

The U.K. Labor Party has re-
ceived a setback for its hopes of
nationalizing Britain’s big insurers
if it wins control of Parliament in
1984.

An 18-member committee
studying U.K. financial institu-
tions, led by former Prime Minis-
ter Harold Wilson, has rejected the
idea that such a move would bene-
fit the economy.

“We do not believe the national-
ization of these institutions would
be helpful, and there would be no
advantage for their customers if
they were taken over by the state,
although we are not opposed to a
certain amount of public involve-
ment in them if necessary,” re-
ported the committee, which in-
cluded four prominent trade union
leaders.

The Labor Party has cam-

.. . are two locations worldwide where
corporate risk managers can call out
the ARMI against spiraling insurance

i costs. To enlist the ARMI . . . Assurex
a Risk Management Institute . . . in your
" - business (and elsewhere in more than

( london line )

‘ 40 states and 16 foreign countries) call
o your Assurex International broker.
paigned for many years for the \”:i}-:bf:NTl;Jl’\l‘aLI;jhl;: RINV(';\ HIGHAN

takeover of domestic business af ang L. X '

seven leading insurance compa- Z?th F lo?f
nies. Lloyd’s would be excludec First National Tower : )
from such a plan. Louisville, Kentucky 40202
502-561-1500
Hurricane claims ]
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THE HARRY A. KOCH COMPANY

Hurricane Allen has produced 2121 South 44th Street
$65 million in oil rig claims for the Omaha, Nebraska 68105
offshore marine market, Lloyds \ 402-558-7000 _ SEE OUR AD ON PAGE 18 J

reports. n

Risk control
means cost control
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s N | Environmental Sciences lab,
! Technical Resources Library and
Safety Training programs can
help meet your business’ needs.
Specific objectives

Consider more than a low insur-
ance premium when buying com-
mercial insurance. Consider the
available Risk Control resources,
an important cost benefit factor.

Professional services CU Risk Control staff and safety
Commercial Union’s professional programs can help you establish
Risk Control staff can evaluate specific and realistic Risk Control
safety and health hazards in your ‘objectives for managing loss expo-
operations—from large construc- sures —resulting
tion and manufacturing to small “\, inan effective
commercial and service firms. safety program

Specialized service and cost control.
Over 400 technical support
specialists in environmental
sciences and safety disciplines
can stimulate management to

develop effective Risk Control
programs. CU’s accredited

Commercial Union Insurance Companies, One Beacon Street, Boston, Massachusetts 02108
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Explosives firm defuses health costs

By STUART EMMRICH

DALLAS—The Atlas Powder
Co. here is defusing exploding
health care costs.

It cut the ircrease in its health
care bills to 8% last year, half the
national average increase, And the
monthly bills came in at the com-
pany target of $65,000 for about 100
employees.

Adjustmenss in the reimburse-
ment schedule and an all-out cor-

CLAIM MANAGEMENT
SERVICES

RISK MANAGERS/CAPTIVES/REINSURORS

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

John J. O'Cennor
B.A,; L.LB., LLA.
Consultant
11 Patrick Lane
Wilton, Connecticut 06897
Phone: (203) 762-9564

porate communicazions program
to teach 2amployees how they will
gain if the company’'s health care
bills are reduced did the job, said
Don MecMillan. manage: of som-
pensation and beneZits.

But it was a long prozess—two
years of planning and selling the
program to corpcrate manage-
ment.

The sell jobh was particularly
tricky because Mr. MclMillar was
recommending incceased benefit
levels to redice the use of the
health ir.suranze.

The new health insurance plan,
introduced in January 1979, keeps
cost-sharing between employer
and employee but provides more
protection for catasztrophic health
bills and less for smaller bills.

“Back about three years ago, we
had a program that we paid the to-
tal costs of hosp.tal care but
shared the cost on othe- ex-
penses,” Mr. McM:lan explcined.
“We paid very well at tke low scale
of these costs, but more and more
of the expenses for serious, but not

r—--------------------1

* Financial analysis
* Captive feasibility

* Risk analysis

(Bermuda) Ltd.
I Join the team!
| Call Wal: Patterson

1 (800) 527-9036 in Texas catl (214) 748-11%

ScorRisk

i P.O. Box 220032, 52nd Floo, First International Building, Dzllas, Texas 75222
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How to Regain
Control of your
Insurance Program.

By using the Scor Risk team to provide you with:
* Review and evaluation of insurance and
risk management programs

* Loss analysis and review
* Offshore management-Scor Risk Manzgement

hospital-related, illnesses had to
b2 paid by the employees.”

The old benefit plan gaid 100%of
all hospital bills up to $2,500, but
only 80% of bills for outpatient
care. And the employee had to pay
20% of all hospital bills exceeding
$2,500.

Mr. McMillan saw the reim-
bursement schedule encouraged
employees to seek inpatient hospi-
tal treatment for minor injuries or
illness so the whole bill would be
paid, and discouraged visits to a
doctor’s office.

Under the new benefit plan he
recommended, an employee pays
an annual deductible of $80 and
2)% of all expenses up to $2,500
whether treatment is delivered in a
doctor's office or in the hospital.
But the health insurance plan pays
for all bills exceeding $2,500. And
rhysical exams are given to most
employees annually.

“By doing this we took away the
incentive for the employee to be
Fospitalized and also are getting
ketter at catching illnesses earlier
v hen the costs are lower,” Mr. Mec-
Millan said.

Top management Sought the
idea on the strength o7 the figures
Mr. McMillan presented.

But a change in the reimburse-
ment schedule had to be explained
to the employees to make it most
effective.

The company’s extansive com-
munications program told em-
ployees about the cnanges and
touted the virtues of preventive
health care.

Information from the plan’s un-
derwriter, The Equitable Life As-
surance Society, about claims-con-
‘rol procedures was shared witk.
~he workers. Employees could ask
Hquitable representatives any
questions about the new benefi:
olan.

Mr. McMillan also ‘nvolved the
administration and finance depart-
ments to explain why the new plan
would be good for the employees.

Finance officers explained how
much the company spent per yea-
on health care foremrployees. Thev
showed how keeping health costs
down would indirectly benefit em-
ployees by freeing that savings to
be used elsewhere, Mr. McMillan
said.

“That money has to come from
somewhere,” he explained. “Wa
are trving to show employees that
if we have to spend a lot of money
on health care, we may not be abl=
to be as generous in such areas as
savings plans or profit-sharing ar-

YOUR BEST STRATEGIC MOVE...

Bayly, Martin & Fay International, Inc.
International Insura~ce Brokers & Risk Management Consultants

Corporate Headquarters ¢ 32(-0 Wilshr= Boulevard ® Los Angeles. Calfornia 90010 = (213) 736-9600
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Atlas Powder Co.’s usual chore is to blow something open with

Photo: Atlas

explosives. But when it comes to health care costs, Atlas wants to

put a cap on them.

rangements.”

The company continues this ef-
fort by printing amonthly newslet-
ter that tracks the dollars spent on
medical care.

The company also pushes physi-
cal fitness among employees by
printing newsletter stories about
jogging, such as who does it and
where the closest running places
are.

So far, most of Atlas’s efforts to
control health care costs have been
at the company. There are no em-
ployer cost-containment groups in
the Dallas area as there are in some
other towns.

But Mr. McMillan said he has
been talking with other area em-
ployers about what they might be
able to do collectively to keep
health costs from rising as much as
they have in the past.

“We only have about 100 em-
ployees based here in Dallas, so we

really don’t have much clout with
local hospitals. But I think we
could have some effect if a group
of us got together and worked on
this,” he said. So far employers are
still informally talking about the
idea, he said.

In the meantime, though, Atlas
is continuing to try to make em-
ployees aware of their role in keep-
ing down health costs and is find-
ing it takes a companywide effort.

“This would never work if we
didn’t have management totally
behind us and willing to give us
active support,” he said. “You
have to involve more than person-
nel, you have to get the depart-
ments of finance, administration
and so on involved before you will
really have any impact.

“We think we are doing this and
we have a great deal of optimism
about the future,” he said. .

Firefighters say
new regulations
a breakthrough

WASHINGTON—Newly revised
fire prevention regulations allow-
ing employers more choice in com-
pliance measures is a major break-
through, says the International
Assn. of Firefighters.

The new regulations issued by
the Occupational Safety and
Health Administration are ex-
pected to reduce the number of
deaths and injuries resulting from
industrial fires while providing a
more flexible means of meeting
mandatory guidelines.

Changes include the use of hose
systems along with fire extin-
guishers for combating small fires
as well as the required availability
of different types of extinguishers.
Employers will be able to choose
from alternative alarm systems in-
cluding visual and touch systems.

‘““The association has been
working to bring about changes
for 10 years,” said Richard Duffy, a
safety and health inspector with
the IAF. The new standards will
prove to be both a life-saving and
cost-cutting measure, he said.

Organization Resources Coun-
selors, a Washington firm working
as a liaison between industry and

OSHA, finds the revised rules
satisfactory.

“Industry will be able to live
with these regulations,” said John
Procter, a safety consultant for
ORC.

“There will be some expenses
and some cost reduction.”

One problem ORC found with
previous regulations was the re-
quirement for industrial fire bri-
gades, Mr. Procter said. The new
safety standards emphasize that
the best protection to the worker is
evacuation of the fire area. Em-
ployees are not required to form
fire brigades.

The regulations set criteria for
employee firefighting brigades, of-
fering management guidelines
when seeking training assistance.
Figures for 1977 show more than
half the deaths and injuries result-
ing from workplace fires occurred
while those fires were being
fought.

All places of employment cov-
ered by OSHA will be expected to
comply with the new regulations
effective Dec. 11, except for the
maritime and construction indus-
tries and agriculture. (]
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HMO withholds
doctor payments
pending review

EAST ORANGE, N.J.—Cross-
roads Health Plan, a health main-
tenance organization serving
28,000 subscribers including 202
group policies in Essex County,
has temporarily stopped paying
participating doctors and hospi-
tals.

Payment was halted in late Au-
gust pending an independent
audit of the HMO. Financial uncer-
tainty keyed the review of the in-
dependent practice association.

“We don't know the extent of
financial trouble at this time,” said
Ray Pace, consultant with the
Pace Group in Dallas. He expects
the audit to be completed by the
end of September.

But deficit estimates beginning
March 17, 1978, when the HMO re-
ceived federal qualification, could
exceed $2 million, says Tina Boesz,
deputy director of compliance in
the HMO office of the Department
of Health and Human Services.

This deficit adds to a $2.5 mil-
lion start-up loan the HMO re-
ceived from the government.

A federal review of Crossroads
released June 13 found it not in
compliance with federal guide-
lines because of “some financial
difficulty” caused by liabilities ex-
ceeding assets, Ms. Boesz says.

( datebook )

OCT. 19-23. Specialized Corporate Executive
Development Program on Employee Benefits
in Washington, D.C,, sponsored by the Cham-
ber of Commerce of the United States; $775.
Nancy R. Turnbull, Center for Leadership De-
velopment, Chamber of Commerce of the
United States, 1615 H St. N.'W., Washington,
D.C. 20062; 202-659-6139.

OCT. 20-21. Health Care Cost Containment
Workshop in Atlanta, sponsored by the Health
Research Institute; $345, $225 for the first day
only. Workshop Coordinator, Health Research
Institute, 44 Montgomery St., Fifth Floor, San
Francisco, Calif. 94104.

OCT. 22. In Concert Seminar in Dallas, Tex.,
sponsored by the Hay Group; $150 per person
for individuals, $125 per team of two. Seminar
focuses on the integration of human resources
and communications functions, Paul Sanchez,
Hay Associates, 127 Park Central Place, Suite
1211, Dallas, Tex. 75251; 214-233-9767.

OCT. 26-29. 1980 Fall Corporate Benefits
Management Conference in Lake Tahoe, Nev.,
sponsored by the International Foundation of
Employee Benefit Plans; $380 for members,
$455 for nonmembers. IFEBP, 18700 W. Blue-
mound Road, P.O. Box 69, Brookfield, Wis.
53005; 414-786-6700.

OCT. 27-29. Fundamentals of Employee
Benefits Course in Boston, sponsored by the
American Management Assns.; $555 for mem-
bers, $635 for nonmembers. AMA, 135 W, 50th
St., New York, N.Y. 10020; 212-246-0800.

NOV. 3-6. The London Insurance Market
Seminar in London, sponsored by the Interna-
tional Risk Management Institute; $545. IRMI,
Suite 208, Building IV, 10300 N. Central Ex-
pressway, Dallas, Tex. 75231; 214-363-9656.

NOV. 6. Bankers Blanket Bond Symposium
in Dallas, sponsored by the American Bankers
Assn. Also Nov. 7 in Denver, Nov. 19 in St
Louis and Deec. 9 in Atlanta; $95 for members,
$120 for nonmembers. Shelly Davis, American
Bankers Assn., 1120 Connecticut Ave. NW,,
Washington, D.C. 20036; 202-467-4047.

NOV. 6-7. Toxic Waste Disposal: A Rational
Approach Conference in Washington, D.C,
sponsored by Interforum Group Inc., $825.
AlsoNov. 20-21 in Chicago. IGI, 68 William St.,
New York, N.Y. 10005; 212-269-2240.

NOV, 13-15. Interacting to Influence the
Direction of the Hospital Risk Management
Profession Seminar in Phoenix, sponsored by
the American Society for Hospital Risk Man-
agement; $220 for members, $270 for nonmem-
bers. The American Society for Hospital Risk
Management, 840 N. Lake Shore Drive, Chi-
cago, Ill. 60611; 312-280-6425.

NOV. 20-21. Introduction to Qualified Pen-
sion and Profit-Sharing Plans Program in
Chicago, sponsored by the Practising Law In-
stitute; $250. Also Dec, 11-12 in New York.
PLI, Department OGC, 810 Seventh Ave , New
York, N.Y. 10019; 212-765-5700. -

“The situation is serious.”

Shortly after this report, the
HMO’s board of directors called
for the resignation of the plan’s ex-
ecutive director and senior vp. Mr.
Pace has been at Crossroads about
a month in a reorganization effort.

“We hope-it’s just a bump in the
road for the plan and hope it (the
HMO) will continue,” Mr. Pace
said, Services have not been dis-
rupted for subscribers.

Statistics show seven federally
qualified HMOs have folded, resul-
ting in defaults of more than $16
million in government loans. ]

THE MILLS COMPANY.
UNIQUELY EXPERIENCED TO
SERVE THE INTERNATIONAL
CONSTRUCTION MARKET

Through werldwide market contacts, The Mills Company
provides rapid professional response to determine and secure the

most appropriate pecformance guarantees to help construction
clients achieve their financial objectives.

For a prcScntation of how our unique risk management
capabilities can help your company, call or write Rudulph Mills,

Chairman of the Board, or Curtis Roberts, President.

THE MILLS COMPANY

800 One Main Place m Dallas, Texas 75250 m (214) 651-1100

Our System.
Some insurance companies rely on
computers to handle their groupdental

claims. Others pin their hopes-
mainly on human effort.
The Travel-

ers has its own
unique sys-
tem. Our
group dental

program combines
the speed and efficiencies
of the computer with the insight
and understanding of our profes-

sional people.

Our computer network helps cut

the cost of claims administra-

tion. And our claim forms carnry the
names and phone numbers of our
claim representatives, so your em-
ployees can deal with people—not
machines. You'll appreciate the

savings. Your

preciate the ease, convenience and
human touch in receiving their den-
tal benefit payments.

employees will ap-

The Travelers Insurance Company.?

Perhaps our system is the reason last
year we were the number one group dental
insurance company—both in number of cases
written and in employees covered. Or, maybe
it's gur 116 field offices across the country,
staffed with the best group people in the
industry,
providing
support ser-
vices for
clients with
from four to
more than two-
million lives.

In either case, if you want to put some bite
in your group dental program, our system can
help. Contact your Independent agent

or broker or The Travelers Group Field
Office nearest you.

The Travelers
Group Department—

offering professional products,
services . . . and the people
to support them.

THE TRAVELERS

and its Affiliated Companies, Hartford, Conn. 06115
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Royal boiler policy clarifies language

TORONTO—The plain language
in Royal Insurance Co. of Canada’s
new boiler and machinery policy
might be imported to the United
States to the advantage of insur-
ance buyers and sellers here.

U.S. buyers who need boiler and
machinery coverage might appre-
ciate the simple outline style of a

policy modeled after Royal’s be-
cause they won't need technical
knowledge to understand what
they have bought.

U.S. insurers might be attracted
to the plain language policy be-
cause Royal says it is increasing its
sales.

A committee of U.S. insurers

working with the Insurance Ser-
vices Office to rewrite the U.S.
boiler and machinery policy stud-
ied the Royal policy. introduced
early this year.

The simple language and outline
format of Royal’s policy is in-
tended to alleviate the fears of buy-
ers and brokers wao thought

OFFICES IN PRINCIPAL CITIES.

FINANCIAL
GUARDIAN

...A NAME TO KNOW
AND REMEMBER

Insurance Brokerage
(US and Worldwide)

Risk Consulting
Captive Management
Self-Insurance Administration

Reinsurance Intermediary

"At Financial Guardian, we find ways to serve.”

CORPORATE HEADQUARTERS:

FINANCIAL GUARDIAN INSURANCE AGENCY. INC.

3100 BROADWAY, KANSAS CITY, Mo. 64111
PHONE 816/561-8630 - TELEX 424148

boiler and machinery coverage
was an area that required technical
expertise they did not have, said
Shaun P. Bryan, boiler and ma-
chinery manager at Royal.

The policy, called B&M Shield,
is not much different from other
boiler and machinery policies, but
it clarifies the definition of acci-
dent.

Traditionally, an accident meant
“a sudden and accidental break-
down of a (covered) object or a part
thereof which manifests itself at
the time of its occurrence by physi-
cal damage to the object that ne-
cessitates repair or replacement of
the object or part thereof.”

Underwriters sometimes in-
terpreted the phrase “which mani-
fests itself at the time of its occur-
rence’’ to mean that coverage did
not apply unless the accident was
“seen, heard, smelled or sensed in
some way when it happened,” Mr.
Bryan explained.

This could have caused prob-
lems, for example, for a school
where a boiler accident occurred
Friday night and was not discov-
ered until the following Monday.

B&M Shield defines accident to
mean: “A sudden and accidental

breakdown of an object with si-
multaneous physical damage to it
that requires repair or replacement
of the object or part of it.”

The new policy also pays for all
costs of the repair or replacement
rather than its actual cash value.
The buyer no longer absorbs the
cost of depreciation in the value of
the damaged property.

Repair or replacement coverage
was available before as an endorse-
ment, Mr. Bryan noted. About 85%
of Royal's policyholders chose it
so the company decided to make it
standard.

Liability coverage provided un-
der other boiler and machinery
policies is eliminated from B&M
Shield. It overlapped with cov-
erage most policyholders had,
notes Mr. Bryan. Liability cov-
erage has been removed from U.S.
boiler and machinery policies too,
he adds.

Rates were not affected by the
policy rewrite, Mr. Bryan says.

But the new policy is helping
Royal maintain its share of the
Canadian boiler and machinery
market. It is one line that is show-
ing some growth when other com-
mercial lines are not, Mr. Bryan
says. .

( comings & goings: industry )

Hartford names
Quinn senior vp

HARTFORD—Joseph F. Quinn
Joined The Hartford Insurance
Group as a senior vp, responsible
for Hartford Management Services

.Co. and the development of world-

wide, nontraditional specialty in-
surance lines. He formerly was
with Royal Insurance.

Other insurer changes:

Gary Haynes and Lynn Milliken
named assistant vps of SAFECO
Life Insurance Co. in Seattle.

James F. Cerone elected senior
vp-claim department of Commer-
cial Union Insurance Cos. in Bos-
ton.

Robert Nolan appointed direc-
tor of loss control for Uni-CARE
Insurance Co. in Ir-
vine, Calif.

Edward M. Bull
elected vp-group
technical services
of the Mutual Bene-
fit Life Insurance
Co. in Newark, N.J.

Richard J.
Sampson named
executive vp-group
insurance division
for Mutual of Omaha and United of
Omaha.

Jeanene Foster Kingsley ap-
pointed vp and director of Robert
C. Sellers & Co., surety underwrit-
ing managers for the Fremont In-
demnity Co. in Los Angeles.

Mikk Hinnev appointed secre-
tary at the western regional office
of The Continental Insurance Cos.
of New York, in charge of commer-
cial casualty underwriting for the
15-state region.

Truman M. Dobson appointed
treasurer of the New York Insur-
ance Exchange. He formerly was
with Duncanson & Holt Inc.

Nolan

Broker changes

Marilyn Schultz named manager
of the surplus lines department at
Cravens & Co. Special Risks.

Gary Knight named commercial
account executive at Anderson &
Anderson Insurance Brokers Inc.
of Irvine, Calif.; La Verne Fried-

mann named vp-commercial pro-
duction department.

Craig A. Clements named
managing vp of the Santa Ana of-
fice of Alexander & Alexander.

Gary C. Jennison named assis-
tant branch manager of Coldwell
Banker Insurance Brokerage Co.’s
Orange County, Calif., office.

Other suppliers

Daniel G. Tracy promoted to
consultant at D.A. Betterley Risk
Consultants Inc.

Elaine H. Middelstaedt named
benefit consultant and manager of
the law department at Buck Con-
sultants Inc., Kevin Meehan pro-
moted to associate benefit consul-
tant and Paulette Brown-Robin-
son named senior assistant benefit
consultant.

Irv. C. Keightly Jr. named a vp
at Princeton Risk Managers Inc.

Daniel P. Durbin appointed ac-
count executive for Underwriters
Adjusting Co.'s Western region;
Fred C. Hohn named account ex-
ecutive for the company’s Eastern
region.

Dale S. Bergland named assis-
tant secretary of Reliance Risk
Management Inc.

Robert G. Bolton appointed ex-
ecutive vp of Herget & Co. Inc.
James T. Glynn named vp and se-
nior consultant, Daniel J. Gorney
named vp-marketing and plan-
ning.

Dallas R. Bailie promoted to vp
of newly incorporated L.H.
McPherson Insurance Services
Inc.

Don L. DeVere named president
of Mund, McLaurin & Co,, a risk
management and insurance con-
sulting firm in San Francisco,
Calif.

Neil R. Gordon appointed senior
consultant in the Dallas headquar-
ters of Robert Hughes Associates,
a risk management consulting
firm.

Excess/surplus market:

Walter B. Kendall joined Stew-
art Smith Mid America as director
of claims. u
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HMO to study
medical impact
of education plan

KANSAS CITY, Mo.—Do health
promotion programs help reduce
the need for medical services and,
ultimately, the cost? A health
maintenance organization here is
trying to find out.

Prime Health, a private not-for-
profit HMO with more than 30,000
members, is launching a Coopera-
tive Health Education Program to
determine the impact of improved
health awareness on making
health services more cost effective.

The three-year study is being un-
dertaken jointly by Prime Health
and the Rhode Island Group
Health Assn. of Providence under
a $500,000 grant administered by
the Center for Consumer Health
Education of Vienna, Va.

About 6,000 to 8,000 adult mem-
bers of Prime Health are expected
to sign up for the voluntary pro-
gram, said Michael Wood, director
of member services for the HMO.

Participants will be asked to
tabulate their personal “life score,”
which assigns point values to diet,
smoking, alcohol consumption,
exercise, stress, seat-belt usage
and family health history. The to-
tal score is correlated with pre-
dicted longevity.

The program will encourage par-
ticipants to make beneficial
changes in risk-related behavior,
such as increasing exercise, de-
creasing smoking and changing
diets, and to use ambulatory
health care services appropriately.

Healthier lifestyles will be pro-
moted through conferences with a

Medical
payouts
rise again

WASHINGTON—Health insur-
ance benefit payouts continued
their feverish rise in 1978, the
Health Insurance Institute reports
in its Source Book of Health Insur-
ance Data 1979-80.

A total of $50.8 billion was paid
by private insurers in the United
States, a 17.8% increase from 1977
and more than four times the
amount paid 10 years earlier. The
rising cost of medical care, expan-
sion of benefits and higher utili-
zation of health services were re-
sponsible for the increase, the in-
stitute says.

Health care benefits cost em-
ployers $26.9 billion in group pre-
miums in 1978. Group premiums
accounted for 82% of the insurance
company total premiums.

The expansion of medical pro-
tection for employees, the exten-
sion of health insurance coverage
to small groups not previously eli-
gible and the need to fund larger
benefit levels to meet health care
cost increases contributed to the
rise in premiums.

Insurers paid $21.2 billion for
medical expenses in 1978, while
Blue Cross & Blue Shield and
other hospital-medical plans paid
$23.7 billion. Total medical ex-
pense benefits increased 18% in
1978.

California led the way in total
benefit payouts of $5.4 billion, fol-
lowed by $4.6 billion in New York.

More than 181 million Ameri-
cans—more than eight out of .10 in
the civilian noninstitutional popu-
lation—were protected by private
health insurance. -

nurse practitioner, health promo-
tion books and literature, a tele-
phone contact system for health-
related questions and special inter-
est groups to focus on weight re-
duction, exercise, stopping smok-
ing and other concerns.

During the three years, data will
be collected on the frequency and
type of Prime Health services re-
quired by each participant. At the
end of the study, a computer will
aralyze the degree and type of im-
pact the health promotion pro-
gram had in reducing the need for
medical services. L]

/~ HOUSTON and MINNEAPOLIS

.. . are two locations worldwide where
corporate risk managers can call out
the ARMI against spiraling insurance

costs. To enlist the ARMI . . . Assurex

Risk Management Institute . . . in your

business (and elsewhere in more than

40 states and 16 foreign countries) call

your Assurex International broker.

A

SEE OUR AD ON PAGE 18

JOHN L. WORTHAM & SON
2727 Allen Parkway
Houston, Texas 77019
713-526-3366

BRANDOW HOWARD KOHLER
& ROSENBLOOM, INC.

3601 Park Center Boulevard
Minneapolis, Minnesota 55416 .
612-929-5551
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GLOBE
TROTTERS.

Loss prevention is a concern you take with you wherever you go.
And when United States industry ventures abroad, it takes IRl with
it. We insure facilities of U.S.-owned firms in over 60 countries. Our
globe-trotting representatives, together with IRI-trained nationals,
give home-office-style service to scores of companies in all
industries.

What's the formula for our global success? Thorough loss
prevention engineering, of course. Combined with underwriting
expertise, financial stability and a special way of doing business.
Contracts may be arranged in local language to comply with local
requirements. With IRl as the major underwriter, the result is truly
customized service.

Whether you're here, over there, or anywhere, IRl has the
capacity and stability to score points in specialized.services for you.
That'’s why, when it comes to worldwide property coverage, your
best bet always is IRl. Hartford, CT 06102.
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VALUABLE
PROFESSIONAL CLAIMS SERVICES
FOR RISK MANAGERS NATIONWIDE

STEPHEN R. PALANGE & ASSOCIATES, INC.
EXPERIENCED IN SELF-INSURED W.C. AND G.L. PROGRAMS
CLAIMS AUDIT, EVALUATION, INVESTIGATION, MANAGEMENT
‘QUALIFIED ¢ OBJECTIVE » INDEPENDENT
10 POST OFFICE SQUARE * BOSTON, MA. 02109 * (617) 542-5700

Sophistication is the key to effective, cost effi-
cient insurance programs. Our knowledge of all aspects
of insurance coverage, plus our close association with
specialized insurers both here and abroad, allows us to
bring unmatched sophistication to the programs we
construct for clients in all industries.

Call and see what a touch of sophistication can do
for your insurance needs.

D
i ol

BRI Coverage Corporation
156 William Street New York, N.Y. 10038 212-233-7171

(  comings & goings: buyers )

KEVIN GILL, 37, has joined
Spring Mills Inc. of Fort Mill, S.C.,
as director of compensation and
benefits. Mr. Gill was formerly cor-
porate manager of compensation
and benefits for The Southland
Corp. of Dallas and succeeds
David G. DeVries, who left the
company. Mr. Gill holds a
bachelor’s degree in industrial
management and a master’s de-
gree in management from Manhat-
"tan College in New York City. He
reports to Robert W. Moser, vp-hu-
man resources.

* ® *

Essex County, N.J., has ap-
pointed Barbara Adams, 38, to the
newly created position of risk
manager. Ms. Adams, who reports
to Ira Shelkowitz, director of ad-
ministration and finance, will be
responsible for county employee
benefits as well as property/casu-
alty insurance. Before this posi-
tion, she ran her own risk manage-
ment consulting firm, B. Adams &
Associates, in New York. She pre-
viously . was employed by Union
Dime Savings Bank in New York
as insurance manager and Chase
Manhattan Bank as risk manage-
ment consultant.

* L I

Bob Caperton, 38, has been
named to the newly created posi-
tion of risk manager at Commer-
cial Metals Co. in Dallas. Mr. Ca-
perton, who reports to Larry
Engels, chief financial officer and
treasurer, was previously risk
manager for ETMF Freight Sys-
tems in Dallas. He has a bachelor
of business administration degree
in insurance from the University
of Texas and 16 years experience
in insurance. He is a member of the
Dallas-Fort Worth chapter of
RIMS.

R *

Burgess Ridge, 35, has been
named to the newly created posi-
tion of casualty claims manager at
Northwest Industries Inc. in Chi-
cago. Mr. Ridge, who reports to in-
surance director Richard Welsch,
previously worked for The Trav-
elers in Chicago. He has a bachelor
of arts degree in industrial psy-
chology from Ball State Univer-
sity.

* % *

Lee R. Shealy has joined Hanna
Mining Co. in Cleveland, Ohio, as
manager of claims and underwrit-
ing in the insurance management
department. In this newly created
position, Mr. Shealy will report to
Duane E. Allen, assistant trea-
surer. He previously was a branch
claims manager with Liberty Mu-
tual and has also worked as an ac-
count executive for Alexander &
Alexander in Cleveland.

* * *

Leonard J. LaCagnin has been
named administrator of risk man-
agement for Newport News, Va.
Mr. LaCagnin held this position
from June 1977 to February 1980

BELLEVUE, Wash.—Busi-
nesses in this city of 81,000 have
been given an incentive to learn
how to steer clear of crime.

SAFECO Corp., State Farm and
Unigard Insurance Co., in setting
rates, have agreed to consider a
business’s participation in the
Bellevue police department’s

crime prevention program.

Gill to manage
benefit program
for Spring Mills

before leaving to take the risk
management spot at Intergovern-
mental Risk Management Agency
in Chicago. Edward D. Hansen has
Jjust accepted the IRMA position.
Mr. LaCagnin, who reports to act-
ing city manager Randy Hilde-
brandt, will be responsible for risk
management and administration
of the city’s self-insurance pro-
gram. He has been in the risk man-
agement field since 1973, when he
retired from the U.S. Air Force af-
ter 30 years of service.
* * *

Richard Everett has been pro-
moted to the new position of vp of
corporate personnel and adminis-
tration at Kusan Inc., the plastics
subsidiary of Bethlehem Steel in
Nashville. He will maintain re-
sponsibilities for employee bene-
fits and personnel he had in his for-
mer position as corporate manager
of administration. Mr. Everett,
who has 15 years experience in em-

Everett

ployee benefits and risk manage-
ment programs for national and
multinational corporations,
worked for Florida Power Corp. in
benefits and Bausch & Lomb Inc.
as manager of corporate insurance
and benefits. He is president of the
Cumberland chapter of RIMS.
* % *

Stephen W. Scammell, 29, has
been named senior corporate risk
analyst for Becton Dickinson &
Co. of Paramus, N.J. Mr. Scammell
is in charge of risk management
for the international operations of
Becton Dickinson as well as its do-
mestic property program. He for-
merly was an insurance supervisor
at American Hoechst Corp. Mr.
Scammell holds a bachelor of arts
degree in economics from Colgate
University as well as a CPCU des-
ignation. He reports to John J.
Stetina, director of corporate risk.

L ]

We'd like to report on staff
changes in your risk management
or employee benefits department.
Just drop a note to Mary Ann
Matlock, Business Insurance, 708
Third Ave.,N.Y.,N.Y, 10017 orcall
212-986-5050.

Employers to avoid crime

Program topics include armed
robbery, building security, shop-
lifting, check and credit card fraud
and employee theft. Crime preven-
tion officers inspect participating
businesses for security problems
and follow up the progress of im-
provements.

About 44% of the businesses
have participated. =
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Test finds weaknesses

A HARTFORD STEAM Boiler &
Inspection Co. subsidiary is selling
a new testing service for detecting
flaws in machinery that can be per-
formed while the machines are
running.

" Acoustic emission testing, pro-
vided by AE International, com-
bines electronic sensors and com-
puter analysis to detect and mea-
sure minute pulses of energy pro-
duced by weaknesses in a material
under stress,

It can detect welding flaws,
cracks, pitting, lamination, dis-

Index pegs
plan assets

NEW YORK—A consultant here
is giving clients a new do-it-your-
self tool for figuring the present
value of pension plan assets.

Buck Consultants developed a
new interest rate index to help
pension plan sponsors comply
with two reporting rules intro-
duced this year by the Financial
Accounting Standards Board.

The new rules, governing annual
statements of pension plans
(FASB 35) and disclosures in cor-
porate annual reports (FASB 36),
require that pension plan assets be
stated at their market value at the
time the report is issued.

This figure is compared with the
actuarial present value of vested
and unvested benefits payable to
plan participants to determine the
plan’s unfunded liabilities.

Buck’s monthly index table will
show the fluctuations in interest
rates applicable to a plan’s assets
for determining current market
value.

The table is based on the interest
returns of government bonds with
maturity periods ranging from one
to 20 years. The composite interest
rate represents an average of inter-
est rates applied to fund the bene-
fits of retirees and active workers
in the typical pension plan, consul-
tant David Gravitz said.

The interest rate requirements
for retirees are based on an as-
sumption that the average age is 69
and are weighted with greater use
of short-term rates because of the
shorter life expectancy, he said. ~

For active employees, Buck as-
sumed an average participant age
of 50 receiving annuity payments
starting at age 63. To calculate the
interest rate return applicable to
these persons, the tables were
weighted in favor of long-term in-
vestments, Mr. Gravitz said.

Buck chief actuary Douglas C.
Borton notes the tables can be
used directly or adjusted up or
down to account for their invest-
ment mix, plan expenses or
greater than normal concentration
of retirees or active employees.

He cautions that the tables are
not intended to determine ongoing
funding obligations. Those should
be based on long-range economic
expectations and should minimize
short-term fluctuation in pension
expense because of shifting invest-

ment market conditions, he said.

The first tables illustrate how
sharp those fluctuations can be:
The composite interest rate
chart runs from Jan. 1, 1979,
through Aug. 1, 1980. For that pe-
riod the high interest rate assump-
tion was 13.1% in March 1980 while
the low was 9.1% in January 1979.
The Sept. 1 composite rate is
11.9%, up from 11.2% on Aug. 1.
This shifting will affect the level
of unfunded liabilities shown by
plan annual reports. When interest
rates are high, the current market
value of assets will be high and un-
funded liabilities will be low. =

( products & services

)

bonding and other failures in
metals, wood, plastic, fiberglass:
and concrete.

Sensors strategically placed
while equipment is still in use,
produce sounds amplified as
much as a million times and ana-
lyzed by computers to determine
the severity and location of the
flaws.

By using the technique, busi-

nesses do not have to shut down
equipment or empty tanks to test
for weaknesses, Using the reports
made by acoustic emission inspec-
tion, they can decide whether
shutdowns and corrective mea-
sures are needed.

Acoustic emission inspection
can be used to test nuclear reactor
vessels, pipelines, pressure con-
tainment systems, refinery ves-

sels, bridges, cables, construction
equipment and other objects sen-
sitive to structural failure.

AE International is headquar-
tered in Richland, Wash,, but addi-
tional information about the ser-
vice can be obtained from the tech-
nical services department, Hart-
ford Steam Boiler Inspection & In-
surance Co., Hartford, Conn.
06102; 800-243-0090.

Fire warning

Protectowire line heat detector

in equipment

provides early warning of fire in
dust collectors or baghouses, its
manufacturers say. The line detec-
tor can be used as a primary sys-
tem within collectors or as a
backup for ember detection.

The controls provide relay con-
tacts to local audible alarms, re-
mote annunciators and master
boxes for direct lines to the fire de-
partment. Wet or dry extinguish-
ing systems may be activated.

For further information contact
Protectowire Co,, P.O. Box A, Han-
over, Md, 02339; 617-826-3378. =
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Ergonomics becomes safety science

By JOHN MAES

DETROIT—The metal guard is
in place around the machine, and
the employer breathes more easily.
He knows he is protecting the em-
ployee from injury and complying
with an OSHA directive.

What he doesn’t know is that he
just created another hazard. The
metal guard forces the operator to
bend and reach at odd angles, plac-
ing stress on his back.

Too much bending and stretch-
ing and his back will be strained
enough to open the door to acci-
dents, injury and a workers com-
pensation c.aim.

If the employer understood
ergonomics, he could have

avoided the problem.
However, few employers have

heard of this emerging science,
says Don B. Chaffin, professor and
director of the center of
ergonomics at the University of
Michigan.

In ergonomics, workplaces are
designed to reduce the number of
awkward movements the worker
must make and matches his job to
his physical qualifications to make
operations safer.

“Workplace designers should
become aware of the wealth of data
that is available,” Mr. Chaffin said.

“Most of it is in the academic
community and a lot of it is Euro-
pean. Great Britain and Sweden
are way ahead of us. Many Euro-
pean companies have ergonomic
functions, departments of
ergonomics and academic institu-
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‘Workplace designers
should become aware of
the wealth of data,’

says Don B. Chaffin.

tions are graduating people with
degrees in ergonomics.”

In the United States,
ergonomics, also called human
factors engineering, is not as
prominent, but some corporations
are using it, Mr. Chaffin said. Gen-
eral Motors Corp. and Eastman
Kodak Corp., which has had a pro-
gram for 15 years, use the science.

The concept is not a new one. It
was first used during World War II
to design the cockpits of fighter
aircraft, he said.

But few mid-sized and small
companies are aware ergonomics

can help reduce injuries and acci-
dents, he said.

For example, the mere height of
a chair can cause a back strain, the
major form of industrial injury,

Mr. Chaffin said. If the chair is too .

high, the employee may be forced
to lean forward to operate a ma-
chine or perform a task. Prolonged
leaning can lead to overexertion.

“Seat design is important,” said
Mr. Chaffin. ‘““The worker
shouldn’t have to lean too far for-
ward.”

Research also shows the design
of certain hand tools can induce

wrist injury by straining sensitive
tendons and tissues.

“If the worker has to squeeze a
tool which flexes the wrist, the ten-
dons will compress and become ir-
ritated,”” he said. “Companies
should be careful in their use of
tools that put pressure on these
sensitive tissues.”

Proper lighting and heating of
the workplace also affects the acci-
dent and injury rate.

“We need a more concerted ef-
fort to assess and reduce these
risks by understanding the physi-
cal limitations of employees and
relating that in a realistic way to
job assignments,” he said.

Companies interested in learn-
ing more about ergonomic engi-
neering can contact the National
Institute of Occupational Safety
and Health, which provides the
name of the nearest academic in-
stitution doing ergonomic re-
search, he said. =

Keep tabs on toxicology,
GM medical director warns

DETROIT—Companies should
have occupational disease moni-
toring programs, says Dr. Robert

mechanics.

exposures
staff of Global.
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en you need any form of aviation insurance, call the people who know the
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Richardson, Texas 75080
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Telex 791875
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G. Wiencek, medical director of
General Motors Corp.

A company can control or elimi-
nate the harmful effects of a sub-
stance used in its operation only if
it knows the content of every
chemical used, Mr. Wiencek told a
convention of the International
Assn. of Industrial Accident

Robert G. Wiencek

Boards and Commissions.

“Industrial toxicology records
should exist in every industrial
company,” he said.

Detecting industrial diseases is
especially difficult because a spe-
cific cause-and-effect relation-
ship must be established, he said.
The company must examine not
only its present employees, but
also its past workers to identify a
trend.

This can be very painstaking, he
added.

Smaller employers who want to
set up a program but don’t know
how can usually turn to state
health agencies or the National In-
stitute of Occupational Safety &
Health for help, said Dr. Wiencek.

Promoting a healthy lifestyle
among employees is almost as im-
portant as disease detection, he
said. Employees should be told
that aleohol, drugs and smoking
can endanger their health, he
added.

In a plant where workers are ex-
posed to asbestos, “chances of get-
ting asbestos cancer are 29 times
greater if you're smoking, so an
anti-smoking campaign is appro-
priate,” he said. =

Make industry prove
safety, official says

DETROIT—The burden of proof
in workers compensation litiga-
tion should be shifted to the em-
ployer when industrial disease af-
fects large groups of workers, U.S.
Solicitor General Wade S. McCree
told a convention here.

Historically it has been up to em-
ployees to prove their employers
were negligent in creating an un-
safe workplace, such as in the case
of asbestosis victims, Mr. McCree
said.

But when a large number of
workers in a given industry be-
come ill, “I can see no reason why
it wouldn't be appropriate to shift
the burden of proof to the em-
ployer,” he said. =

Wade S. Mc

RIMS chapter elects officers

THE RISK & Insurance Man-
agement Society’s Central Massa-
chusetts/Rhode Island chapter has
elected the following officers for
1980-i: Anne Ledger of Brown
University, president; Nicholas

Oliveri of Woonsocket Institution
for Savings & Trust, vp and na-
tional representative; Marilyn
Scott of Old Stone Bank, secre-
tary, and Mark Charron of Citizens
Savings & Trust Co., treasurer. =
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e An updated edition of All
About OSHA is available free from
the Occupational Safety and
Health Administration. The 47-
page publication provides infor-
mation on provisions of the Occu-
pational Safety and Health Act of
1970 and on OSHA policies and
procedures. Single copies are
available at OSHA area and re-
gional offices and the OSHA
Publications Office, Room 51212,
Frances Perkins Department of
Labor Building, Third Street and
Constitution Avenue N.W., Wash-
ington, D.C. 20210; 202-523-6138.

e A Texas inventor has devel-
oped an emergency medical infor-
mation card to speed up medical
attention in accidents. For infor-
mation, call collect to Intex Man-
agement, 214-867-2200, or write
Lance A. Dowd, vp-development,
2817 Regal Road, Suite 106, Plano,
Tex. 75175.

e Films on safety, supervising
employees, selling and motiva-
tion, including a series of five new
films by Earl Nightingale, “Take
Charge of Your Life,” are available
for purchase or rental from
Dartnell Corp. For afree catalog of
films, write E.G. Bauer, Dartnell
Corp., 4660 Ravenswood Ave,, Chi-
cago, Ill. 60640.

e What Points You Should Con-
sider When Negotiating a
Guaranteed Investment Contract
for Your Company’s Retirement
Plan is the topic of Kwasha
Lipton’s special report. For a free
copy, write Kwasha Lipton, Dept.
M, 429 Sylvan Ave., Englewood
Cliffs, N.J, 07632.

e Arson & Fire & Fraud Inves-
tigators is available free from Bay
State Appraisers & Investigators.
The company also offers arson
seminars. For the brochure, write
Bay State Appraisers & Investi-
gators, P.O. Box 253, Dedham,
Mass. 02026; 617-329-4777.

¢ Fireman’s Fund Insurance
Cos. has prepared a guide for em-
ployers on the workers compen-
sation system as a benefits deliv-
ery system and an outline of how
to make the system function effi-
ciently. The brochure is also
available in Spanish. For a free
copy, write the public relations de-
partment, Fireman’s Fund Insur-
ance Cos., P.O. Box 3395, San
Francisco, Calif. 94119.

e “Dental Care: Questions and
Answers” is the name of a booklet
emphasizing the importance of
dental care. Daily steps toward
good dental hygiene, information
about periodontal diseases, root
canal therapy and X-rays and illus-
trations showing how early dental
care saves dental bills later are
some of the topics. For a free copy,
write Metropolitan Life Insurance
Co., Dept. F, health and safety edu-
cation division, 1 Madison Ave.,
New York, N.Y. 10010.

e INA’s 12-page booklet Insur-
ance Decisions: Determining
Risk Retention Levels briefly re-
views the extent to which a com-
pany should commit its capital to
self-insurance. Write INA, Super-
Service, 1600 Arch St., Phﬁadel
phia, Pa. 19101,

e Johnson & Higgins has com-
piled a Comparative Analysis of
Nonoccupational Disability
Laws for California, Hawaii, New
Jersey, New York, Puerto Rico
and Rhode Island. For a copy,
write or call Johnson & Higgins, 95
Wall St., New York, N.Y. 10005.

® A promotional brochure on
group health and life self-insur-

ance is available from Celtic Life

Insurance Co. For a free copy,
write Frederick J. Manning, presi-
dent, Celtic Life Insurance Co., 208
S. LaSalle St., Suite 2003, Chicago,
I11. 50604.

e The California Department
of Rehabilitation Would Like to
Help You Help Injured Workers
briefly explains the department’s
rehabilitation services. For a free
copy, write Department of Reha-
bilitation, 830 K. St. Mall, Sacra-
mento, Calif. 95814.

e The Workers Compensation
Board’'s new Occupational Dis-
eases booklet is a reference to oc-
cupational hazards and diseases
recognized by the board. Copies
are 50 cents each from the Ontario
government bookstore, 880 Bay
St., Toronto, Ontario, Canada M4W
3C35; 416-965-2054. .

Los Angeles, California 90017
213-484-0220

. are two locations worldwide where
corporate risk managers can call out
the ARMI against spiraling insurance
costs. To enlist the ARMI . . . Assurex
Risk Management Institute . . . in your
business (and elsewhere in more than
40 states and 16 foreign countries) call
your Assurex International broker.
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D. R. MEAD & COMPANY
1900 Biscayne Boulevard
Miami, Florida 33132
305-576-1101

KINDLER & LAUCCI
1545 Wilshire Boulevard

SEE OUR AD ON PAGE 18
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WHEN THESE MEN MEET,
SPARKS BEGIN TO FLY!

This is Provident's Group Field Advisory Council. They
are highly qualified, outspoken Provident Field mana-
gers with over 60 years of combined experience.

This council meets regularly at Provident's home
oftice to give management first-hand field information.
Sometimes they tell us things we don't like to hear.
Always, they tell us what we need to know. Sometimes
sparks do fly, but that's when we get some of the best new
ideas. We depend on our Group Field Advisory Council
for new ideas, information, what's needed to improve our
field operation, and to keep us constantly informed as to
what is happening in the field.

Provident is proud of its Group Field Advisory Council.
It helps us do a better job helping you.

Pictured left to right are: Peter H. Helmer, Regional
Manager, Pittsburgh, PA; H. C. (Tom) Tucker lll, Regional
Manager, Atlanta, GA; Don G. Wilkinson, Regional Man-
ager, Knoxville, TN; Bob L. Anderson, Regional Manager,
Cincinnati, OH.

Provident

LIFE AND ACCIDENT

GROUP DEPARTMENT | CHATTANOOGA, TN 37402







INTERNATIONAL
CORPORATIONS
HAVE TO

Ten years ago, you could drop a
reasonably good product on a foreign
market and be reasonably sure of success.

Not any more.

Competition is not just crawling out
of the woodwork. They're charging. All
with their eyes on your piece of the pie.

~ Whether you succeed in Japan or else-
where is going to depend on a lot more than
a smattering of knowledge about social
customs.

At American International
Underwriters, a part of the AIG com-

panies, what we've learned about commer-
cial insurance over the past sixty years
abroad could be of broad interest to you.

For example, one can’t do business
in the dark. So our overseas offices are
staffed with local nationals who know the
local laws and customs better than out-
siders might.

We can also show you how consoli-
dating your accounts and providing '
continuity of coverage from one country to
another could save you money.

There’s a lot more we've learned. And

UNDERSTAND
THERE'S MORETO
DOING BUSINESS
INJAPAN
_THAN TAKING
THEIR SHOES OFF.

that’s exactly why people come to us when
they need overseas insurance.

As a result, we have more people in
more offices in more countries offering
more kinds of insurance than any other
American insurer.

And those are shoes a lot of companies
wouldn’t mind being in.

THE AIG COMPANIES.

Let us take the risks.

For more information, contact American International Underwriters, Dept. A, 70 Pine Street, New York, N.Y. 10270. A Member Company of American International Group.
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London offers
extended cover

LONDON—The U.K. market is
making a special war risk coverage
extension available for valuable
shipments of oil, grain or other
commodities that may be delayed.

Cargo insurers have agreed to
lengthen the coverage for an extra
premium of 0.0375% of the insured
value of the cargo or 3.75 cents per
$100, in addition to the usual war
risk rates for the voyage.

Holdups normally occur when
tankers or freight ships are forced
to slow their speed or anchor out-
side port. [

ine®

HOSPITAL
Health Insurance with

BED DAYS
lower rates and higher
benefits through prior
authorization. Groups of
25 or more.

(714) 963-3305 - (213) 592-4427
(801) 364-3499 QANCE

Home builders pool work comp

The Michigan Home Builders Assn. hopes to double its savings on
workers compensation coverage by scrapping its safety group and
constructing a self-insurance pool plan.

International

connections

To be competitive in today's international life
insurance market demands an insurer with a wide
range of innovative, competitive products, an

extensive

representatives and years of experience serving a
wide variety of clients.

Since 1900, Crown Life Insurance Company has
been designing unique life insurance plans to suit
all personal and business marketing applications.
Crown Life now insures more than 5 million
clients through 229 sales and service offices in
the United States, Canada, the United Kingdom,
the Atlantic and Caribbean Islands and Hong

Kong.

Call the Crown Life Hotline: (800) 458-0454
(in Pennsylvania: (800) 352-0076) for more

vCROWN

information.

network of knowledgeable

LIFE INSURANCE COMPANY
HOME OFFICE, TORONTO, CANADA

LANSING—The Michigan

Home Builders Assn. thinks it has
found a way to double its savings
on workers compensation insur-
ance.

The trade group last month
scrapped its safety group program
written by The Hartford Insurance
Cos. through James S. Kemper
Agency to form a self-insurance
pool, managed by Hall Risk Man-
agement Inc.,, a subsidiary of
Frank B. Hall & Co.

-Sixty-three members are ap-

proved for the program, contribut- -

ing $489,878 in premium, said
Vicki Green, administrative assis-
tant for the state home builders
group.

Pending applications could dou-
ble the premium, she said.

“The state association always
had a decent program with the
Kemper Agency and Hartford that
paid a 17% dividend (off bureau
rates),” said Barry Simon, execu-
tive director of the Home Builders
Assn. of Metropolitan Flint, an af-
filiated group.

But self-insurance eould yield
long-range savings of 40% to 50%
off bureau rates by reducing the
risk and letting members enjoy the
benefits of investment income, he
says.

A safety group is formed by em-
ployers in a similar trade or indus-
try to reduce workers compensa-
tion costs through group safety
programs and claims control. Be-
cause of the safety emphasis, the
groups receive premium discounts
and can earn year-end dividends if
loss experience is good.

Forthe new pool, Hall Risk Man-

agement will provide claims han-
dling, safety engineering and a
monthly computer printout on
loss experience. A special office
has been established in Lansing to
service the home builders ac-
counts, said Ben Partridge, vp of
Hall Risk Management in Orlando.
The firm also services home
builder groups in Florida, lowa
and Kentucky. During the last five
years, self-insurance pools in these
states saved home builders an av-
erage of 20% on workers compen-
sation costs, Mr. Partridge said.

The Michigan Home Builders
Assn. formed a seven-member
board of trustees to manage invest-
ment of the pool’s funds. State as-
sociation executive director
Thomas Becker chairs that panel.
The trustees also determine the
dividends to participants at the
end of the year and establish long-
term reserves, Mr. Partridge said.

Premiums will be based on bu-
reau rates, but accounts of $5,000
to $100,000 will be discounted 9.5%
and larger accounts 11.9%.

The cost of workers compensa-
tion coverage in Michigan is ex-
ceptionally high, Mr. Simon points
out. Michigan home builders pay
$7.15 per $100 salary for coverage
of basic construction workers,
while in neighboring Indiana the
rate is $2.18 per $100, he adds.

Participation in the home
builders association pool is open
to contractor and supplier mem-
bers who receive 80% of their in-
come from the construction indus-
try. The program will be marketed
by local agents. .

(  markets

)

Computer link
to speed service

INSURANCE BUYERS will get
quicker answers to inquiries and
more efficient transactions thanks
to a computer terminal network in
the works at Prudential Insurance
Co., the insurer says.

The Field Office Computer Up-
date System will tie the company’s
eight regional home offices with
its 670 field offices nationwide.
FOCUS will give Prudential im-
mediate access to data including:
details on loan and cash surrender
values, access to policyholder
names and policy numbers, cov-
erage carried and premiums due or
paid.

Testing labs

United States Testing Co. Inc,,
an independent testing and in-
spection organization, in Hobo-
ken, N.J., has been approved by
the Texas state insurance board as
a testing laboratory for materials,
equipment and devices related to
fire and extended coverage.

Underwriters Laboratories Ine.
of Northbrook, Ill., and Factory
Mutual Research Corp. of Nor-
wood, Mass.,, also were approved
as testing labs.

Focus on films

A new competitor, Kansa Gen-
eral Insurance Co. of Finland, is
working its way into the Canadian
film insurance market.

The Finnish firm has lately
squeezed in between its toughest
competitors, Chubb & Sons,
Fireman's Fund and Lloyd’s of
London, and is undercutting rates
and premiums for a share of the
feature film business, which will

produce $110 million to $120 mil-
lion in revenues this year, ob-
servers say.

Insuring the film industry in-
cludes covering such risks as sick-
ness or accidental injury involving
a key actor or actress, damage or
theft of film negatives and defec-
tive film, cameras or processing.
Props, sets, wardrobes and sound
equipment are covered, as are in-
vasion of privacy, libel and slan-
der.

Agency forms

A new insurance agency, the
Wolf-Hulbert Co., has been opened
near Detroit to emphasize com-
mercial property/casualty ac-
counts. The new firm will be at
21411 Civie Center Drive,
Southfield, Mich.

Acquisitions

Button & Tuescher Inc., a rein-
surance intermediary in San Fran-
cisco, has agreed in principle to
merge with Thomas A. Greene &
Co. Inc. of New York, the reinsur-
ance subsidiary of Alexander &
Alexander.

American General Corp. of
Houston has completed its ac-
quisition of Lincoln America
Corp., a holding company with
subsidiaries in life and property/
liability insurance.

New offices

Mund, McLaurin & Co. of Los
Angeles, arisk management and in-
surance consulting firm, has re-
located to 1100 El Centro St., Suite
103, South Pasadena, Calif. 91030.=
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Few Cayman

captives

register

their business

GEORGETOWN, Grand Cay-
man—Reminders are being mailed
to all companies in the insurance
business here, including captives,
that they have three more months
to register with the government.

Already three months into a six-
month grace period for existing
companies to register under new
insurance regulations, only 12
companies have complied.

Registration of existing compa-
nies and all new companies is re-
quired under the Insurance Law of
1979 that took effect three months
ago, Existing companies have un-
til Dec. 17 to register, says John
Darwood, superintendent of insur-
ance.

Not one of the 12 companies that
have registered is a single-owned
captive insurance company. Six of
the registered companies are asso-
ciation captives and two are under-
writing managers.

The four other companies are
not part of the captive insurance
industry. Two are branches of an
international insurer and two are
insurers dealing internationally in
the life insurance business.

Mr. Darwood expects to eventu-
ally license 250 companies, about
.half of which will be single-owned
captives underwriting risks for
only affiliated companies. He ex-
pects association captives will be a
large proportion of the other 125
registered companies.

The regulations require existing
companies and a company form-
ing a captive to disclose what busi-
ness it will write, the reason for do-
ing so and the people and organiza-
tions behind the captives. It must
meet minimum requirements.

Although the law sets $369,000
as the minimum capitalization for
a captive writing the third-party
risks, Mr. Darwood said the
amount of underwriting could
force up the minimum capitaliza-
tion requirement.

Companies will have to file an-
nual re ports with the insurance su-
perintendent stating they are do-
ing the same business they were
licensed to conduct and that their
accounts have been audited. Mr.
Darwood said he intends to review
the annual financial reports of cap-
tives to be sure “they are in a
sound business position.”

Meanwhile, the Wetzel Co. of
Houston has made an offer to buy
Cayman Underwriters Services,
the captive management company
owned here by Charter Oil.

Scandal struck the company ear-
lier this year when its managing
director John Ray and president
Dave DeMarco were dismissed by
Charter. Mr. Ray was later con-
victed by a magistrate’s court for
embezzling money from the man-
agement company (BI, June 16).

Mr. DeMarco is now president of
his own firm, International Man-
agement Center, in Georgetown,

Honeywell signs
claims contract

MINNEAPOLIS—A contract to
handle workers compensation
claims for almost 20,000 employ-
ees of Honeywell Inc. in Minnesota
and a subsidiary in Northern Cali-
fornia has been signed with Aetna
Technical Services Inc., a subsidi-
ary of Aetna Life & Casualty Co.

Aetnatec will become Honey-
well’s largest provider of workers
compensation claims services,
also handling claims in Arizona,
Florida and Pennsylvania. ]

The high court in Cayman last
month dismissed Mr. Ray’s agppeal
but reduced his sentence tc six
months. Mr. Ray, free on bond, kas
filed a second appeal, this time
to the high court in Jamaica. Mr
Ray could not be reached for corr-
ment.

Wetzel's purchase of Cayman
Urderwriters for an undisclosed
amount of cash is slated for com-
pletion by Sept. 30. The firm will
continue to manzge the Charter
Oil captive insurer and other cap-
tives now managed by Caymar
Underwriters Services. .
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Candidates run in opposite directions

Continued from page 3
pregnancy-related disabilities and
abortion.

Pensions

It's difficult to find Mr, Reagan'’s
or Mr. Anderson’s view on pen-
sions in their platforms. However,
the Republicans and National
Unity Party do endorse expanded
eligibility for Individual Retire-
ment Accounts for homemakers.

The Democrats support portable
pensions ir. private and public em-
ployee retirement programs so
persons who change jobs will be
ensured of retirement security.

The party also urges President
Carter’s Commission on Pension
Policy to address pension rights in
divorce proceedings, lack of pen-
sion benefits for survivors when a
worker dies before retirement age
and rules for Individual Retire-
ment Accounts.

Democrats take credit for the
nation’s 45-year-old public retire-
ment system, calling Social Secu-
rity the “single most successful so-
cial program ever undertaken by
the federal government.”

While the GOP and National
Unity parties don't dispute that
Franklin D. Roosevelt had a good
idea, they say it's time for some

“Nokn W7
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For a copy of our brochure “A Unique
Concept in Canadian-Insurance Brokerage” contact
any of our regional offices.

Vancouver: Calgary: Toronto:

“199 West Hastings, Suite 3086, 1901 Yonge Street,

{604) 685-0191 602-11th Ave. SW., {416) 482-7400
(403) 265-4270

Montreal: 4141 Sherbrooke St. W, (514) 937-5755

l“

MORRIS & MACKENZIE LIMITED
Lpssrraznice

VANCOUVER ® CALGARY = TORONTO » MONTREAL

-yl

new deals in the system.

Mr. Anderson's proposals are the
most dramatic. He wants a 50-cent-
a-gallon increase in gasoline taxes
to cover expanding costs. Without
action now, the Social Security
system will fall apart in a couple
year, he says.

“When the ‘baby boom’ genera-
tion reaches retiremert age, the ra-
tio of beneficiaries to contributors
will rise sharply, requiring a sharp
increase in payroll taxes to keep
the Social Security system sol-
vent,” the platform says.

Mr. Anderson says Congress
should look at alternative funding
before the crunch, suggestirg the
use of revenues from higher gaso-
line taxes.

“A 50-cent-a-gallon incirease

would generate enough revenues
in 1980 to reduce the employee’s
contribution by 50%,” the platform
says.

Republicans pledge to correct
inequities in the treatment of
women under Social Security, but
give no specifics. They also agree
with the Democrats that Social Se-
curity benefits should remain un-
taxed.

The Democrats vow to continue
annual cost-of-living adjustments
in Social Security benefits.

Worker safety

The Democrats and the National
Unity Party agree they don’t want
a weakened federal Occupational
Safety and Health Administration.

Both parties are firmly opposed
to legislation that would limit
OSHA'’s scope in smaller busi-
nesses. “All workers face signifi-
cant workplace dangers,” says the
Democratic platform.

Congress is considering legisla-
tion that would bar most OSHA
safety inspections at firms with
fewer than 11 employees. The Re-
publicans back this.

They also want higher penalties
for employers with high accident
injury rates, but believe OSHA
should concentrate its resources
on encouraging voluntary compli-
ance by employers.

“We believe that the arbitrary
and high-handed tactics used by
OSHA bureaucrats must end,” the
platform says. L]

Injured workers can sue
for employer negligence

HONG KONG—Local employ-
ers will be liable for civil damages
when their workers a-e injured be-
cause of management negligence
under a new workers compensa-
tion ordinance passed by the local
legislative council of Hong Kong.

The provisions are part of a com-
prehensive ordinance that re-
quires coverage for formerly ex-
cluded liabilities and raises bene-
fits.

Most employers already insure
workers against accidents, but
liabilities such as medical ex-
penses, coverage for certain
classes of workers and civil dam-
ages for injury resulting from em-
ployer negligence are sometimes
excluded, says Johnson & Higgins
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International.

The benefit increases will raise
maximum compensation for
permanent total disability to
$192,000 from $80,000 in Hong
Kong dollars and to $168,000 from
$60,000 for death.

An age factor schedules more
benefits for young workers be-
cause of the greater loss of future
earnings,

Lawmakers are waiting until
Now. 1 to put the ordinance into ef-
fect, to give insurers time to adjust
their rates and provide employers
time to amend their coverages for
the additional liabilities.

Delayed payment

OTTAWA—Ontario’s Workers
Compensation Board chairman
Lincoln Alexander has begun ne-
gotiations with private health in-
surers to end delays in paying
benefits to injured workers while
their claims are being investigated.

The Ontario Select Committee
on Company Law says it has re-
ceived many complaints from
claimants who have been forced to
wait for months without income
while their cases are investigated.

Workers compensation benefits
are withheld by health insurers
during the investigation.

Mr. Alexander has appeared be-
fore the Canadian Assn. of Acci-

- dent & Sickness Insurers and leg-

islative observers say a special
committee may be formed to look
at the problem. However, any
changes in Canada’'s Workers
Compensation Act would have to
wait until completion next Febru-
ary of a study of the compensation
system.

Mr. Alexander, who was ap-
pointed workers compensation
board chairman last June, said
some progress has been made to-
ward speeding payments but that
more improvements are being
sought. =

Courts OK U.S. suit
over vets’ pensions

ATLANTA—A federal court
here has ruled that the U.S. gov-
ernment may file a class-action
suit on behalf of veterans who con-
tend that military service should
be counted as work time in com-
puting civilian pension benefits.

The ruling by Judge Horace T.
Ward of the U.S. District Court for
Northern Georgia allows the first
class-action case under the Vet-
erans Re-employment Rights Act
to proceed.

Austin K. Letson and 31 other
employees of Liberty Mutual In-
surance Co. are disputing the
company's failure to include their
military service in computing the
years of work on which their retire-
ment benefits are based. Federal

attorneys are representing the vet-
erans.

Liberty Mutual -argued that the
government could not represent a
VRRA plaintiff in a class action.

Judge Ward ruled that the act
does not bar class actions. “There
is no indication in the act’s legisla-
tive history that Congress in-
tended to limit representation of
plaintiffs by government attorneys
to actions other than those on be-
half of a class, and such an inter-
pretation does not arise from a
reading of the VRRA,” he said.

The veterans’ re-employment
rights law ensures that men and
women who serve in military
forces do not lose their jobs or
other employment benefits be-
cause of such service. =

Texas sets HMO hearing

AUSTIN—The state insurance
board will hold a public hearing
Oct. 1 on the financial condition of
the Texas Prepaid Health Plan of
Houston, the second largest health
maintenance organization in
Houston and one of the largest in
the state.

The hearing marks the first time
the state board has had to hold a

public hearing on the solvency of
an HMO, says Mary Ann Netha-
way, state HMO coordinator.
Texas Prepaid is an independent
practice association HMO with
more than 10,000 members, includ-
ing employees from some of the
largest Houston area employers.
State certified in 1977, it was fed-
erally qualified in May 1979. ]
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Cost monitoring
helps restore
bankrupt HMO

By STUART EMMRICH

BRIDGEPORT, Conn.—Benefit
managers looking for a yardstick
to measure the stability of a health
maintenance organization might
use one HMO’s cost-monitoring
system. '

Michael Sherman, who is head-
ing the reorganization of the finan-
cially troubled Connecticut Health
Plan, says a strict review of bills
rung up by the HMO is the key to
keeping the rebounding group on
its feet.

An HMO provides health care on
a prepaid basis instead of the fee-
for-service basis used by hospitals.
HMO advocates say this helps re-
duce the cost of health care be-
cause the HMO must provide ser-
vices within a certain cost range to
make a profit. Any costs above the
preagreed price have to be carried
by the HMO.

Through the cost-review pro-
gram as well as loans, sharp pre-
mium increases and lots of hard-
nosed financial management, CHP
is bouneing back after filing bank-
ruptcy papers in January.

In the last seven years, seven
federally qualified HMOs have de-
clared bankruptcy and defaulted
on loans totaling $16 million.

To get back on its feet, CHP in-
creased its family premium 23%, to
$123 a month from $100, got Blue
Cross to offer an interest-free loan
of up to $1 million and convinced
the federal government to defer
collection of CHP's $2.5 million

start-up loan for at least three |

years.

But most important to recovery
were internal operational changes,
says Mr. Sherman, who joined
CHP in June. He came from Ohio,
where he spent three years as cor-
porate director of HMOs for Blue
Cross.

“There is an absolute need for a
strict utilization review program
that CHP did not have,” Mr. Sher-
man said. “Without it, any HMO
has the potential of suffering the
same problems that almost shut
down CHP.”

Too much money was spent on
too many guestionable tests, he
said. Many functions were being
duplicated and no central review
process was instituted to.- make
sure the staff was keeping a lid on
costs.

“An effective mechanism for re-
view is especially necessary for an
HMO that has a young staff, made
up mostly of generalists,” he said.
The high costs can be attributed to
heavy utilization of outside spe-
cialists. Someone has to be there to
make sure the utilization does not
become excessive.

Mr. Sherman is keeping tabs on
ancillary services, such as lab tests
and X-rays, to determine if they
are justified or just routine.

When members are admitted to a
hospital, a discharge plan begins.
Someone monitors the daily
progress of the patient and deter-
mines how long he or she should be
hospitalized. If the stay is longer,
the physician has to justify it.

The HMO is encouraging more
home care and skilled nursing care
to replace hospital stays.

The board of directors also was
streamlined from 33 to 12 mem-
bers. Emphasis was placed on peo-
ple with business backgrounds.
The board meets regularly to re-
view the HMO'’s operating costs.

CHP fell into a trap that catches
many HMOs in their first year. It

sold services at a low price to at-
tract enrollees unfamiliar with the
HMO concept and then subsidized
those services with federal start-up
loans, Mr. Sherman said.

“CHP was enrolling and enroll-
ing and enrolling people, but the

cost of the services far exceeded -

the price-it was charging,” he said.

The directors now have to find a
way to woo back members who
left the HMO. Mr. Sherman esti-
mates total enrollment dropped to
8,000 from 10,000 in the past nine
months. This in¢cluded a drop from
220 to 184 group plans. n

.
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Jeans maker tailors benefit package

Continued from page 3
its benefit programs important to
the recruitment of top personnel
and management of plant workers.

Levi Strauss has two basic
groups of employees: Some 3,800
are on the home office payroll (all
San Francisco employees, nation-
wide sales force, factory manage-
ment) and about 40,000 employees
are in plants spread across the
country.

Benefit packages for the plant
workers are primarily negotiated

Our
policyholders
saved over
$79.2 million
in 1979.

Place the Texas portion of your
workers' ccmpensation
coverage with Texas Employers'
and you may participate in those
savings. We write coverage at
cost, so whzt we don't pay out in
losses operational expenses
and taxes, we pay back to our
poljcyholders.

Your share o” more than $79.2
million makes a good reason for
calling our Mational Accounts
Division at

214/653-81C0

————e TEXAS EMPLOYEAS'
INsuRance
AgsociaTion
P. O. Box 2759
Da las, Texas 75221

Employers Insarance of Texas:

Texas Emplc;ars Insurance Assn.
Employers National Insurance Co.
Employers Casualty Co.

Employers Na‘ional Life Insurance Co.

between union representatives
and the industrial relations depart-
ment. The benefit package for
home office payroll amounts to
41% of payroll; benefits for factory
workers are about 25%.

“We're definitely moving toward
self-insurance,” Ms. Gingrich
noted. “We are a large enough
group with solid assets that can
support more and more of our
benefit plan. It also gives us tre-
mendous flexibility to provide em-
ployees with the benefits we
want.”

“We need to tailor our program
to the changing workforce,” Ms.
Gingrich said. “One of the trends
our company sees as a wave of the
future will be job-sharing, which is
going to spell permanent part-time
one way or another.”

Levi Strauss offers full medical-
dental benefits to permanent part-
time workers (20 to 40 hours a
week) and a $5,000 life and acci-
dental death benefit. Sick leave is
prorated. Part-timers are not eligi-
bile for short- or long-term disabil-
ity benefits.

Health choices

The company also offers a num-
ber of health care choices to its
staffers. Employees select one of
four health maintenance organiza-
tions or a more traditional health
insurance plan that is self-insured
and administered by Aetna Life &
Casualty Co. through a 501(c) (9)
trust.

The trust is strictly a flow-
through account. No money is ac-
cumulating interest and no major
investments are being made by the
trustee, Mrs. Gingrich says.

mind-boggling.

profit-sharing plans.:

.

“We try to provide benefits in forexgn countries
that are better than three-guarters of our competi-
tors,” said W, Reese Smith, manager of interna-
tional benefits at Levi Strauss International.

Levi Strauss recently developed a third-country
national policy that extends benefits to employ-
ees based on where théy are hired. “It’s called the
home country approach,” he explmned

Mr. Smith says the company aims to include its
employees in the U.S. Social Security system and
the company’s pension, stock purchase and

“We also do tax equalization analyses so the
American employee ends up with the same after-
tax dollars plus some sort of cost-of-living dif-
ferenhal in those counmes where expenses are

Plans take ‘home country approach’

SAN FRAN CISLO—What benefits du you offer
a Chinese national employed by an American
company in Belgium? How about an English citi-
zen temporarily working in Italy? Or an American
sent to South Amesrica for a year or two?

Planning benefits for a company with thou-
sands of employees in a dozen compames can be

want.”

higher than in the U.S.,” he added.

There are statutory benefits in some countries
that don’t exist in the United States, such as vaca-
tion and Christmas bonuses and 13 months pay.
In some countries that have very advanced social
programs, private retirement benefits may be un-
necessary, Mr. Smith points out.

Levi Strauss js studying benefit adequacy in
every country in which it operates to determine
what benefits are offered and how they compare
with the company’s closest competitors. Results
of the study should be available later this month.

“This adequacy study will pomt up benefits that
we really do need to provide in a lot of countries,”
Mr. Smith explamed “We've already learned, for
example that we're not very competitive in Mex-
ico. The study will be the basis for a two- to three-
year program to bring benefits up to the levels we

The reports will be prepared by each of four in-
ternational divisions, including Latin America,
Europe, Canada and Asia/Pacific. Levi Strauss
employs nearly 14,000 workers overseas.

S

The Aetna plan cffers basic
benefits of up to 100 hospital days
fully paid and surgical fees up to
$780. The first $12.50 in dental fees
are paid plus 80% of the balance for
routine dental exams every six
months. Dental coverage also in-
cludes 100% of the first $300 paid
for treatment of accidental inju-
ries.

Major medical benefits pay 80%
of the first $2,500 in covered medi-
cal and dental expenses with a
$100 deductible. Excess expenses
are 100% paid by the plan for the
balance of the year.

Certain dental and psychiatric

Does your workers’
compensation program
have the same problem?

Business funds lost
through the holesina
workers' compensation

program are sig-
nificant.

Gates, McDonald

has been ad-
ministering

cost effi-

cient* state
fund and self-
insured workers'

compensation programs

administration,supervi-
sion of all claims, re-
sponsive and accurate

Gates, McDonald or
your insurance broker for
more information.

since1929. Our services

provide comprehensive

&Vl

CORPORATE

ONE NATIONWIDE PLAZA
OFFICE PO. BOX

‘ COLUMBUS OHIO 43216
614/227-7211

*Ohio, West Virginia, Washington, Nevada only.

GATES, MCDONALD

claim payment,
employee safety
education,

and informa-
tive manage-
ment report-

ing. So don't
wait, contact

expenses are paid at 50% per year
and cutpatient psychiatric are at
$1,000 per year. Maximum lifetime
medical benefit is $250,000.

“We are constantly reviewing in-
terpretations of our plan coverage
with Aetna,” Ms. Gingrich said.
“We recently determined, for in-
stance, that the policy does not
specifically cover family counsel-
ing. But we wanted to do so.

“If our employees are troubled
by family matters, their productiv-
ity and ability to function on the
job are impaired,” she said. “Qur
plan should offer them a vehicle
for solving these family prob-
lems—or at least confronting
them.”

The company ironed out another
wrinkle when one employee asked
if free-standing birth centers were
covered under maternity benefits
and another asked about home
health care for a terminal cancer
patient, Both questions led to
amendments in the Aetna plan.

If an employee takes the time to
investigate health care alterna-
tives—going to an alternative birth
center, using a generic drug, con-
sulting a physician for a second
opinion—the employer may bene-
fit through economic use of health
care money, the firm believes.

Stock purchase

“I personally would like to see
our plan amended over and over
and over again,” Ms. Gingrich said,

An attractive feature of Levi
Strauss’s benefit program is its
threefold stock purchase and in-
vestment plan. Employees may
choose to contribute up to 10% of
earnings through payroll deduc-
tions to various investment ac-
counts: diversified investments,
savings instruments or Levi
Strauss & Co. stock (contributions
limited to 5% of earnings).

When profits permit, the com-
pany contributss/m] cents for each
$1 contributed/to the common
stock account. All three accounts
are always 100% vested.

Levi Strauss already offers pay-
roll deductions for personal auto-
mobile and homeowner insurance
underwritten by The Travelers In-
surance Co. Next year a policy of
personal excess liability insurance

may be offered as an umbrella over
other personal coverages, includ-
ing homeowners, automobile and
other property.

Employee benefits also include:
basic life insurance equal to an-
nual salary, supplemental life in-
surance (maximum $300,000 for
basic. and supplemental com-
bined), post-retirement insurance
and accidental death and dismem-
berment insurance equal to each
employee’s annual salary—all fully
insured by Aetna.

Other coverages insured
through The Continental Insur-
ance Co. are voluntary AD&D
($10,000 to $25,000 for employees
and $5,000 to $125,000 for depen-
dents) and company travel-acci-
dent insurance based on earnings.

Disability protection

Disability protection features
paid sick leave (up to 15 days)
based on length of service and
short-term disability (four weeks
at 100% pay, balance of five
months at 70% pay). These items
are self-administered;

Long-term disability, which
calls for 60% of salary to be con-
tinued for a limited time, is pres-
ently insured. The new plan to in-
sure the first two years and then
self-insure is still out to bid.

During long-term disability, life
insurance continues in full force
through premium waiver.

Levi Strauss uses insurance con-
sultant Martin E. Segal Co. for
most of its work and broker Rich-
ard N. Goldman Co. on long-term
disability, voluntary AD&D and.
company travel-accident insur-
ance.

“We're looking to keep a low pro-
file this year from the benefits
standpoint,” Ms. Gingrich noted.
“We’ll come through with some

- things that will be of value to em-

ployees but will not impact com-
pany costs significantly.

“There’s a great deal of responsi-
bility to look at the programs from
both the employee and the
employer’s side” she said. “Every
other part of the company is mak-
ing money for the corporation. But
we've got to put the money out to
remain competitive and to con-
tinue to attract good employees.”s

Women's group charges bias

HARRISBURG—The Women'’s
Law Project is charging the Penn-
sylvania insurance commissioner

‘has violated the state equal rights

amendment and other laws by ap-
proving disability rates charged by
Massachusetts Indemnity & Life
Insurance Co. :

Ellen Starer of Philadelphia filed

a complaint with the WLP that
women pay 25% more than men for
identical disability coverage from
the insurer. In its petition to the
department to intervene in the
case, WLP quoted from an earlier
insurance department decision
striking down automobile insur-
ance rates based on sex. =
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Maine revamps
state employee
claims process

AUGUSTA—Maine Gov. Jo-
seph E. Brennan has streamlined
the method of handling workers
compensation claims filed against
the state by its employees.

In an executive order, Gov.
Brennan ordered that the state in-
surance advisory board establish a
centralized procedure for process-
ing the claims.

Previously such claims were re-
viewed by the employing agency
of the worker making the claims
and “there was a lot of reinventing
the wheel” by lawyers who did not
understand the system, said John
Oliver, director of the Maine State
Employees Association.

Sources said the move was trig-
gered by embarrassement over the
case of Hannah Greenlaw, an Au-
gusta woman who worked for the
department of transportation and
claimed the atmosphere in the
DOT building was harmful to her
health.

The state and MSEA were at
odds over whether the woman was
owed just back wages or medical
benefits as well. DOT has peti-
tioned to have her removed from
workers compensation.

Claim payments

TALLAHASSEE—About 5,100
former policyholders and claim-
ants of a bankrupt Miami insur-
ance company will receive $1.1
million, Florida insurance com-
missioner Bill Gunter said.

State Fire & Casualty Insurance
Co. was placed under insurance
department supervision in 1969 af-
ter a circuit court determined the
company was “financially im-
paired.” Similar action was taken
against the company in nine other
states.

The insurance department re-
ceived nearly $138 million in medi-
cal malpractice claims since then.
About $110 million in claims were
denied as a result of court action
by the Florida insurance depart-
ment.

‘No authority’

LANSING—Blue Cross & Blue
Shield of Michigan is “without le-
gal authority” to operate a mal-
practice insurance business, state
attorney general Frank Kelley has
ruled.

“Because there is no specific au-
thorization by the legislature
authorizing (the Blues) to engage
in commercial insurance as a casu-
alty insurer doing malpractice
business, it is my opinion that (the
company) may not engage in com-
mercial insurance activities,”” Mr.
Kelley said.

Stanley Steinborn, Mr. Kelley’s
chief deputy, said the ruling might
warn the Blues to expect some dif-
ficulty in offering new lines of in-
surance.

“I think it's an indication of the
problems that would be involved”
if the Blues tried to offer new lines,
he said.

But Blues general counsel Jo-
seph Murphy said the ruling
would not put on ice the
corporation’s other interests,
which include branching out into
life insurance and possibly legal
insurance.

Mr. Kelley’'s opinion was re-
quested by acting state insurance
commissioner E.C. Mackey re-
garding the Blues' interest in tak-
ing over a state fund offering medi-
cal malpractice insurance cov-
erage to doctors who could not
purchase it elsewhere.

around
the states

The fund was later taken over by
another company. An ‘“off-the-
cuff' statement by the attorney
general’s staff that the Blues had
no legal standing to bid for the
takeover of the state fund for medi-
cal malpractice insurance cost the
insurer that effort, said Blues ex-
ecutive vp Richard Whitmer. .
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Montgomery < 3 Montgomer:y Inc

The Board of Directors of Montgomery & Montgomery Inc.
is pleased to announce the following appointments:

Vice President

Ruthwin Samuels Jr. Luis C. Valdes

Assistant Vice Presidenat

William C. Bartlett James M. Cowan Sadakazu Yasuda

Controller
Ralph Accardo

Account Executives

Lawrznce P. Brown
Hiroshi Shikai

Edward M. Sweeney
John Murphy

Illinois 60601, 312-263-7433, Lawrence P, Brown, Account Executive.

New.York Atlanta Chicago Tokyo

Los. Angeles

The Directors are also pleased to announce the opening of a new corporate office a: One Illinois Center, Chicago,

IPA in Phoenix
to open next July

PHOENIX, Ariz.—Employers
here may be able to offer their
workers another health care op-
tion next summer.

Four hospitals and about 30 phy-
sicians are committed to opening
an independent practice associa-
tion, a type of health maintenance
organization, not linked to a partic-
ular HMO facility, next July.

However, no employer groups
are committed to using the plan.

Phoenix Baptist, St. Luke's
Mesa Lutheran and Scottsdale Me-
morial hospitals initiated the feasi-
bilty studies for the IPA a year ago.
Two more hospitals are expected
to join the movement this month.

Competition and concern over
rising health costs prompted the
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move, said William J. Walsh, vp at
Phoenix Baptist.

Two nearby group practice
HMOs recently signed exclusive
contracts with competing hospi-
tals. Arizona Health Plan has a
contract for beds with Good Sa-
maritan Hospital and INA Health
Plan has one with Doctor’s Hospi-
tal.

“We feel there is room for com-
petition. An IPA offers the best
possible hospitals and physicians
on the staff,” Mr. Walsh said.

The choice between a group-
sponsored HMO that is linked to a
particular medical facility and an
IPA is up to the consumer, he said.
The hospitals connected with the
new IPA hope to attract sub-
scribers who don’t want to break
an existing relationship with a
physician to join a group practice
in a clinic setting.

Mr. Walsh said staff doctors at
the hospital also were concerned
that costs were going beyond their
patients’ ability to pay.

“There also may be advantages
to the prepaid movement,” Mr.
Walsh said. “It will greatly help the
hospitals’ cash flow.”

Some area employers are talking
about offering the IPA in em-.
ployee health care plans, but none
has committed itself.

A spokesman for Motorola, the
area’s largest employer, says it
“would look with very definite in-
terest on any viable HMO.” :

Other employers have said they
definitely won't offer the IPA un-
less it is federally qualified. That
will depend on the outcome of the
group’s five-year plan for financ-
ing being compiled by Towers,
Perrin, Forster & Crosby. [

( letters )

Continued from page 10
profits have been acceptable, but
wholly unspectacular.

e Since total insurance com-
pany returns have not been exces-
sive, it follows that any unrealisti-
cally high (theoretical) returns on
casualty business must be coun-
terbalanced by inadequate returns
in some other area(s).

In terms of its return on invest-
‘ment, this underachiever is clearly
property insurance—given its
nominal cash floats and the his-
torically small underwriting mar-
gin at which most property busi-
ness operates, it can easily be
shown that property’'s theoretical
return is far lower than that of its
casualty counterpart.

e Despite this fact, insurance
companies today battle tooth-and-
nail for property insurance busi-
ness. The beneficiaries of this “un-
enlightened”.competition are your
readers, who in many instances are
reaping unbelievable bargains in
the property insurance market.

Given the spurious correlation
between insurance company
financial and ratemaking results, it
is doubtful that any accounting or
statutory mandate to discount
losses would materially impact in
the way in which insurers measure
performance or set prices.

However, were loss discounting
to nudge the insurance industry
even slightly toward a greater em-
phasis on total return instead of
underwriting profit, we might well
See an erosion in the currently in-
tense competition of the property
marketplace. For many of your
readers, therefore, the price of this
enlightenment may prove high.

David A. Arata
Vp/consulting actuary
Marsh & McLennan Inc.
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The EPA egﬁlations will force Waste Ménage-
ment Inc. to do more soil testing for some dump-

Waste issue stays cIoudy

Continued from page 3

eral testified before Congress that
toxic chemicals seeping into the
environment pose a “major public
health concern” that would plague
the country for years.

It wasn’t until this year that the
EPA tried to put together-a defini-
tive profile of the country’s haz-
ardous wastes industry.

It found that there are about
1,000 disposal sites across the
country, a figure almost triple the
360 EPA officials previously had
identified.

But all of these are not easily ac-
cessible to all companies.

“We figure that there are enough
sites nationwide to handle the haz-
ardous wastes now being genera-
ted and disposed of off-site, but
getting to those sites is going to be
difficult for some companies,” said
John Lehman, director of the haz-
ardous and industrial waste divi-
s:on of the EPA.

“There are some regions of the
country, Florida, Virginia and
many of the Northeast states,
where sites to dispose of these
wastes just don’t exist,” he said.

“Companies located there are
going to be able to find someplace
to ship their wastes, but they prob-
ably are going to have to spend a
lot of time and money getting
tnere.”

It is estimated that only about
20% of the country’'s hazardous
wastes is shipped off-site. The rest
is disposed of by the manufacturer
at the place it is generated.

Experts, however, say the
emount of on-site disposal space is
finite and the amount of waste is
growing. The EPA estimates 50 to
125 new sites will be needed in the
next few years.

“We are always searching for
more sites,”
Waste Management, which now
has 10 hazardous wastes sites.

said Mr. Diver of

“It is along process that involves
finding a spot that is conducive to
dumping, has access to a highway
and is in a good geographical loca-
tion.

“Then we have to convince peo-
plein nearby communities that the
presence of a site would not be a
disaster for them,” he added. He
thinks publicity over the haz-
ardous waste pollution of Love

Cenal, N.Y., will make this one of

the biggest obstacles to future
dumping of hazardous wastes.

The EPA regulations will force
his company to do more soil test-
ing for some of its sites and make
some physical changes in the way
sites are fenced off from neighbor-
ing lands, he said.

However, he doesn’t believe the
regulations will force the company
to shut down any sites.

The government also has started
cracking down on chemical com-
panies that contract out waste dis-
posal. It says the firms must know
exactly where the wastes are going
and will face stiff fines if disposal
does not meet safety standards.

The Justice Department re-
cently sued 10 chemical compa-
nies, contending they “knew or
should have known” their haz-
ardous wastes were stored improp-
erly at two Louisiana sites.

The action spurred other compa-
nies to step up their monitoring of
disposals.

Allied Chemical, for instance,
only hires dumpers licensed by a
state and insists its own engineers
are allowed to inspect sites where
the wastes are stored or disposed.

In trying to find both places to
dump wastes and companies to
dump them, some manufacturers
have been exploited by dumpers
that have ties to organized crime,
federal officials have charged.

The Justice Department has be-
gun a nationwide investigation

ernment.
The bill would:

EI'HOI‘

state and federal permits.

- use control plans.” :

fram nvarea ra’tors
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" CMA proposes safeguards

- NEW Y(}RK—Fmding a place to’ diépose of hazardous wasées is
a major concern of the nation’s chemical manufacturers. .
They have sparred with the Environmental Protection Agency
‘over this dilemma, often arguing that demands placed on them by
the federal ageney are unworkable and too costly.
- But the Chemical Manufacturers Assn., conceding scume actmnev .
is needed, has propased amodel bill for safe dumpmg to b};.e goy- i

_» Authorize j:he creation ofa statewlde Hazardous Wasies Fa,cm« ;
ties Plan to locate a number of “enwronmentaliy acceptable snes"
in a state. Seven plan members would be appointed by the g0v-g

e Require anyone proposmg to open a site 1o obtam a “certifi- |
cate of environmental compatibility and pubhc necefsslty" and

» Permit “as a last resort, state acquisition oi‘ Ia:nd for a Eaz-@ :
ardous wastes site and pre- emp‘uon of Iacal zoning and other ]and =

- o Create a state corpm-atmn that would have the power to ﬁ4 i
:nance, constmr;t or operate a wastes treatment 51te or lease ¢ one

ing sltes and change the way srtes are fenced off
from neighboring property, Mr. Diver says.

into these ties. Wastes disposal
problem:s have led some manufzc-
turers to contract with unreput-
able firms and ask no questions
about the destination of the
wastes, federal officials say.

Only 10 states have passed regu-
lations governing hazardous
wastes disposal. Improper dispos-
ing is fairly easy to accomplish and
damage to the environment oft=n
takes years to show up.

Much of this, however, may
change when the EPA disposal
regulations become official in No-
vember and crackdowns begin.

But the EPA’s Mr. Lehman &d-
mits the process might be long.

“Alot of this is uncharted waters
for us,” he said. “We are starting
virtually from scratch and orly
time wil tell how this all will werk
out.” [}

sawmills,

woodworking
operations

a problem?

on wocdworking operations
including automated sawmills

We're irsurance specialists in the
forest products irdustry, and
can provide you with property
coverages at possible savings
up to 50% over your present
costs. We can alsc provide you
with contractor's equipment
coveragz and general liability
(inclucing products) insurance.

[ores! products agency company, Inc.

P.O. BOX 426 ® NORWICH, CONNECTICUT 06360
PHCNE 203-642-7559

As your total reinsurance

resource, RFC has proven

its ability to do more than
bring people together.

Through offices nationwide

we extend your access to

RFC
Intermediaries,

e
A subsidiary of
The Centinental Corporation

more than 250 reinsurance
markets. And provide
worldwide expertise that
completes your complex
negotiations successfully.
So for more than polite
introductions, look to
RFC. We're cementing
reinsurance relationships.

WE CEMENT RELATIONSHIPS

2029 Century Pzrk East, Los Angeles, CA 90067 (213) 277-3753
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Retentions, retros finance risks

Continued from page 1

Risk managers prefer conven-
tional retrospectively rated insur-
ance policies for most of their cor-
porate risks. Conventional retro
plans provide loss-sensitive rating
of an insurance policy. The ulti-
mate premium for a year depends
upon losses but is limited by a
minimum and maximum cost.

Conventional retros are used
most often to fund workers com-
pensation risks, by 42% of the com-
panies. Only qualified self-insur-
ance rivaled conventional retros
for workers compensation risks,
with 29% saying they most often
qualified as a self-insurer for
workers compensation,

About a third of the survey re-
spondents use conventional retros
to insure automobile liability, op-
erations/premises liability and
product liability risks.

But only 15 companies. or 3%,
say they buy conventional retros
to fund their property risks.

About 29% of the companies buy
retros for product liability risks.
The same percentage finance
product liability risks under a
large deductible. The study, how-
ever, doesn't define large deducti-
ble.

Large deductibles are also taken
on operations/premises liability
risks by 23% of the companies.

Only 18% of the companies say
they consider large deductibles
the predominant risk-financing
technique for automobile liability
losses.

And large deductibles are used
by only 5% as the predominant
risk-financing technique for
workers compensation losses.

Captives—s-ibsidiary insurance
companies created to underwrite
the risks of affiliated companies—
are identified as the predominant
risk-financing mechanism for five
categories of risk in about 10% of
the surveyed companies.

Product liability is most often
funded mostly through a captive,
by 11% of the companies. Eight of

the 54 companies using the captive

as the domir.ant risk-financing
technique for product liability do
not use a front:ng company—an in-
surance company to issue and ser-
vice the polic:es and reinsure the
risk with the captive.

Captive use

Operations/premises liability is
the second m.ost prevalent risk
funded predominantly through a
captive. Of 535 companies
answering the question, 51 said a
captive was th2 predominant risk-
financing mechanism. Only three
companies di-ectly insured the
risk with the:r captives and 48
used a fronting insurer.

As a percent of those answering,
workers compensation and auto-
mobile liability tied for third place
as risks most often primarily in-
sured with a captive. Forty-nine of
532 respondents—or 9%—said they
used a captive as the predominant
financing technique for workers
compensation. Only four compa-
nies said they cidn’t use a fronting
company for workers compensa-
tion risks, Of the 48 companies pre-
dominantly using a captive to fund
automobile liakility risks, only two
said they didn’t use a fronting
company.

This limited amount of direct
underwriting of auto and workers
compensation risks by the cap-
tives would be expected for these
two statutory lines of insurance.

Other cash-flow mechanisms,
implying an insurance policy that
is loss-rated and allows the policy-
holder to pay premiums only as
needed to pay losses, are slightly
more popular than captives as the
dominant risk-funding technique.

Cash-flow mechanisms were
identified as predominant for
workers compensztion by 13%, for
product liability by 11%, for opera-
tions/premises liability by 10%, for
automobile liability for 9% and for
property risks by 2%.

Despite this strong showing for
risk-financing techniques that de-
mand corporate payment of losses,
risk managers say they are mostly
transferring corporate risks, not
retaining them.

The report’s analysis of risk
transfer versus retention, how-
ever, is skewed because survey re-
spondents were told to exclude ex-
posures financed through a cap-
tive when determining if they
transferred or retained risks.

Risk transfer

It’s also interesting to note that
survey respondents rating the
amount of risk transfer under the
various funding techniques for
property risks heavily weighted
each of them except self-insurance
as providing mostly risk transfer.
When rating the risk transfer un-
der the techniques for product lia-
bility risks, the emphasis shifted
more toward risk retention under
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.. . are two locations worldwide where
corporate risk managers can call out
the ARMI against spiraling insurance

costs. To enlist the ARMI . . . Assurex

Risk Management Institute . . . in your

business (and elsewhere in more than

40 states and 16 foreign countries) call

your Assurex International broker.
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vices survey are:

" Breakdown of companies

The 538 companies whose risk management programs are ana-
lyzed in the Louis Harris & Associates/Insurance Research Ser-

@ 277 of the largest 500 industrials.

® 200 of the second largest 500 industrials.

e 29 of the 50 largest commercial banking companies.

¢ 13 of the 50 largest retailing companies.

® 19 of the 50 largest transportation companies.

The sales volume of the companies is concentrated between $100
miilion and $5 billion. The amount spent on insurance premiums
by the surveyed companies ranges from less than $500,000 in 7% of
the companies to greater than $25 million in another 7%. In be-
tween, the amount spent is $500,000 to $1 million by 11%, $1 million
to $2 million by 15%, $2 million to $5 million by 26%, $5 million to
$10 million by 18% and $10 million to $25 million by 14%.

The eight insurance companies, which along with Johnson &
Higgins contracted for the study, are: American International
Group, Commercial Union Insurance Co., The Continental Insur-
ance Co., Fireman’s Fund American Insurance Cos., Royal Globe
Insurance Cos. (now Royal Insurance), Sentry Insurance-A Mutual
% Co., The Travelers Corp. and INA Corp.

™\

v,

large deductibles and cash-flow
mechanisms.

Workers compensation is the
only risk category that shows more
risk retention than transfer. Forty-
five percent said the risk is mainly
(41%) or wholly (4%) retained, com-
pared with 35% that said the risk
was wholly (22%) or mainly (13%)

. transferred. The remainder con-

sidered the risk half transferred.

In other risk categories, risk
transfer dominates. Most striking
is 82% of the companies that
wholly (22%) or mainly (60%) trans-
fer property risks compared with
only 8% that mainly retain prop-
erty risks and 1% that wholly re-
tain them.

Automobile liability and opera-
tions/premises liability is wholly
or mainly transferred by two-
thirds of the survey respondents
with an almost even split between
wholly and mainly transferred. In
each category, about a quarter of
the respondents say the risks are
mainly retained. The rest consider
the risks half transferred with only
a few percent in each wholly re-
taining the risks.

About half of the companies
with product liability risks say
they are wholly (26%). or mainly
(28%) transferred. Not quite a third
consider the risks mainly retained
(26%) or wholly retained (3%). Fif-
teen percent say product liability
risks are 50% transferred.

But retention of foreign risks
falls dramatically short of risk re-
tention at home. In each major risk
category, less than 10% of the re-
spondents mainly or wholly retain
foreign risks. Adding together re-

sponses of wholly or mainly trans-
ferred, transfer of foreign risks
dominates workers compensation
risks in 87% of the companies,
property risks in 98%, product lia-
bility risks in 80%, automobile lia-
bility risks in 88% and operations/
premises liability risks in 86%.

Decisions about risk transfer
and other risk management con-
cerns are heavily centralized in
corporate headquarters. Ninety-
six percent of respondents said de-
cisions on risk management pro-
gram development, insurance pur-
chases and related service pur-
chases were centralized,

Foreign operations

But centralization of risk man-
agement decisions regarding for-
eign operations is less. Only in
two-thirds of the companies are
risk management decisions about
foreign operations made in the
United States. In 19% of the com-
panies, the decisions are made
abroad and in 15% of the compa-
nies, decisions are made in both
places.

Measuring influence of other
corporate officers on the selection
of insurance companies and bro-
kers, the study found that in
slightly more than half the compa-
nies, financial officers above the
risk or insurance manager have a
decisive influence. Senior man-
agement, from the chairman of the
board to a vp, have a decisive influ-
ence on insurance company selec-
tion in about a quarter of the com-
panies and on agent/broker selec-
tion in almost a third. [}

Brokers score higher
for using imagination

One-third of the risk managers
in the Fortune 500 would prefer
dealing directly with insurance
companies, skipping brokers, a
private study says.

But overall, brokers scored
higher than insurers for their
“imaginative approach to problem
solving, ability to implement se-
lected programs and caliber of ac-
count representatives,” according
to the Harris/Insurance Research
Services study. Only one insurer,
American International Group,
outscored the brokers on “imagi-
native approach to problem solv-
mgs1

The brokers who scored the
highest on these attributes the risk
managers said were important to
them were Alexander & Alexan-
der, Johnson & Higgins and Marsh
& McLennan.

Companies surveyed also intend
to bring more service needs in-
house, especially for workers com-
pensation risks. However, it’s not
necessarily dissatisfaction with

‘contract services spurring the

switch.

Among one-third of the survey
respondents who said they were
very satisfied with the quality of
services delivered under workers
compensation policies or con-
tracts for services, one-sixth still
want to bring the work in-house.

The report concludes that mov-
ing risk management service
needs to an in-house staff “is part-
ly a reflection of the territorial im-
perative of managers to increase
the importance of their operation
to the firm by increasing the size of
their domain.” =
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Most captlves write
third-party busmess s

More: than ‘half of ‘a sample oF

captive insurance companies un-,
derwriting substantial risks for af- -

filiated companies are also-under-

writing risks for non-related com- °

panies, a private survey shows.
A combination of direct under-
writing and pooling with other

captives or commercial insurers is

used by 42% of the captives under-
writing third-party risks. Another

37% only participate in pools and -

18% only underwrite terd party
risks directly.

This analysis of captive under-
writing of third:party risks is
drawn from the results of a private
survey of major U.S. corporations

conducted exclusively for eight in-

surance companies and broker
Johnson & Higgins (see story,
page 1).

The survey analyzes captive use..

among 538 major companies, but
only when the company considers
a captive to be the dominant risk-
financing mechanism for. one of
five risk -categories. This ignores
the use of captives to fund large
deductables

i

Fourteen percent or 76 of the 538 -

cnmpames said a captive was the
dominant risk-finaneing tech-
nique for one or more categories. -
The survey authors, however,
note that answers to another ques-
tion on fronting services indicate

‘broader use of captives. than by

just 14% of the respondents.
. Fronting is the policy issuance
%and usually claims servicing for an

account by a.commercial insurer
that reinsures the financial risk of

. loss with a captwe msurer Use of

fronting for pure self-insured pro-
grams lacking a formal captive

mechanism has been generally re-

stricted to workers compensation
risks. Therefore, use of frontmg

implies the use of a captwe in- -

SUTET.
Sixteen percent of the compa—

nies surveyed said they use a front- -

- foreign risks only. -
Eighty-four percent of the cap-

tives are offshore and 8% are domi-

ing service for property risks.

Twenty-four percent said they use - .

a front for liability risks and 20%
say they use a front for workers
compensation.

 Currently the 76 compames in -
- the survey relying on a captive use

-it mostly for either one risk orfour .
- or five risks. Few of the surveyed

companies use their captwes for
two or. three risks.

But 51% of the companies said

they intend to add other risks to

their captives. Only 38% said they

did not and 11% weren't sure.
Most of the single-risk captives,

16 of 24, underwrite only property

risks. Only four of the single-risk

‘captives are for -workers compen-

sation and four are for only prod-

- uet liability risks. ‘
Liability exposures dominate °
. insurance company subsidiaries

captives. underwriting for expo-
sures. The most prevalent com-

' bination, in 24 out of 36 captives, is

workers compensation, product li-

ability, automobile liability and

operations/premises llablhty -

Fortune 500 companies use cap-
tives more than the second 500
largest industrials: In the study
sample, 12% to 14% of the Fortune
500 used a captive as the predomi-

-nant xisk—.t“mancing mechanism for "

one or more of the ﬁve risk catego-
ries. But the range among the see-
ond Fortune 500 was 1% for prop-

. erty risks to 5% for product liabil-

ity risks: .

Fifty-six percent of the captives
underwrite both foreign and . U.S.
exposures, 41% underwrite only
U.S. risks and only one respondent
identified its captive as bemg for

ciled in the United States. Another

* 8% indicated a domicile of both the
‘United States and offshore, proba-

bly indicating the company- has

_more than one capt:ve

Ten of 76 companies have their
own management teams operating

. their captives: Another 15 said

they intend to assume manage—

. ment soon.

Of the 57 companies that ldenu-

" fied their captive managers, 18

used International Risk Manage-

ment Ltd. J&H- Ltd. managed
nine, M&M Management Ltd. had

seven and Alexander International

_Ltd. had five. The rest were scat-

tered among other brokerage and

that manage captives. '
Sixteen percent of those usmg
outside managers said they were

dissatisfied enough with the cur- |

rent service that they would con-
sider switching captive managers.

- Criticized - the most were com- .

munications between manager
and parent company, actuarial ser-
vices and access to the mmsurance
market ; '

Court permits insurance |
for some EEOC bias suuts

Continued from page 2

wstarted excluding discrimination '

coverage before such lawsuits be-
came common in the mid-1970s.
“Qur umbrella liability policy
has a special exclusion for condi-

tions of employment,” said Frank -
Barry, director of commercial in--

surance at Aetna Life & Casualty
Co. The policy was amended five
or six years ago to come down
“four-squai'e against discrimina-
tion claims,’ he said.

The Hartford Group’s pnhcy,
however, appears fo include cov-
erage for discrimination- and hu-
miliation, said a company spokes-
man. It would be premature to dis-

cuss the implications of that cov-

erage in light of the recent court
decision, the spokesman added.

_Two insurers, Fireman’s Fund
and The Travelers Insurance Co.,
said their policies do not make any

specific reference to. discrimina-.

tion.
. “Insurance for dnscrlrnmatmn
would be contrary to public pol-

-icy,” declared Edwin J. Rinehi-

mer, assistant director of product

management in The Trave]erS»

property/casualty department.

. - But the court disagreed, saying, .
“(we) do not think that allowing an-
employer to insure ‘itself against .

Josses incurred by reason of dis-
parate impact liabilities will tend in
any way toinjure the public good.”

To the contrary, said the court,
insurance might be helpful toward
achieving the desirable goal of vol-
untary compliance with the Equal

* Employment Opportunity Act. In-
surers might help employers. es- -

tablish valid employee selection
criteria that do not place stum-
bling blocks in the hiring of
women and minorities.

. Insurance in the field might ease

the burden of smaller employers *

by making claim prevention ser-
vices chéaply available to help em-
ployers evaluate their employ-
ment standards suggested the
court.

“Workmen’s compensatmn by
way of analogy, no doubt helped
prevent numerous employee inju-

- ries and it is not undesirable, nor

inconceivable, that discrimination

- insurers might aid in preventing
the injury of discrimination.as |

well,” said the dec:s:on

In the Solo Cup Co. vs. Federal
Insurance -Co. case, the policy-
holder sued its insurer for indem-
nification of legal settlement costs

* provided. under its. umbrella ex-

cess liability policy. *

While the policy was in fotce,
female employee in Solo’s Atlanta
facility filed a charge with the
EEOQOC alleging that Solo’s failure
to promote her was sexually dis-
criminatory.

Bill limits employer liability

.SACRAMENTO—Employers .

waould be protected from liability
for an employee’s actions under a
bill (S.B. 1989) passed by the Cali-
fornia legislature.

“Under the bill, a company is im-
mune from liability unless it had

advance knowledge of the unfit-’
~ ness of the employee and em-

ployed him or her with a conscious
disregard of the right or safety of
others, or ratified the wrongful act.

The bill awaits Gov. Jerry.

Brown's signature. ™

- In February 1977 Solo informed
Federal. it was going to settle the

case. The insurance company dis-.

claimed coverage. Without ac-

knowledging any wrongdoing,
"-Solo paid the plaintiff $25,000. =

Shippers National Freight Claim
Council Ine. is repeating its first
two courses: “The Beginning of

Freight Claimsf’ and “Document-

ing Claims.”

_The fee for each course is $60,
but a $10 discount per:course will™"
‘be given for multiple registrants .
' from the same company and per-

sons attending both courses.
The courses are scheduled. for:

'QOct. 1-2 in Miami and Newark; Oct.
2-3 in Cincinnati; Oct. 6-7 in Char-

lotte, Cleveland, Dallas and St.
Louis; Oct. 7-8 in Baton Rouge,

~ Claims courses offered

HUNTINGTON N.Y. —The -~ Oct. 8-9 in Buffalo; Oct 9 10 in At-

lanta, Chicago and'Hartford; Oct. -
15-16 in Los Angeles, and Oct. 16-
17 in Minneapolis and Seattle.

+ More information :is available
from SNFCC at 120 Main St., Box
--Z, Huntington, N.Y. 11743. Az =

ATWOOD & CO. -

Consulting Actuaries

Review of Reserves for .
Captives & Self Insurance

5000 Ambrose Ave.-
Los Angeles, CA 90027
(213) 661-9260
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Join more than 25 industry experts including: .. Alain G. Enthoven, Ph.D., Professar,
Public and Private Management, Graduate School of Business, Stanford University;
Howard V. Knicely, Vice President, Human Relations, TRW Inc.;'and Russell F.
Schuck, Manager, Employee Benefits Planning, IBM Corporation.
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Ohio fund to improve financial controls

COLUMBUS, Ohio—Adminis-
trators of the Ohio state workers
compensation insurance fund are
embarking on a program to im-
prove accounting procedures and
internal controls.

The program was recommended
by Arthur Andersen & Co., a major
accounting firm, following the first
major audit of the fund commis-
sioned by state auditor Thomas E.
Ferguson, says a spokesman for

the auditor’s office.

When it attempted to examine
the fund for the last three years,
the Andersen firm found that rec-
ordkeeping was so poor for 1977
and 1978 that a complete audit was
impossible and was difficult for
the 1979 fund, the spokesman said
(BI, July 21).

Among the improvements rec-
ommended by the auditors are:

e Implementation of a general

tem for medical pavments.
The accounting firm noted that

some of these procedures have al-
e Establishment of subsidiary ready beensetup and have “gener-

ledgers and general journals. ally enhancad the financial con-
e Development of detail records  trols.” '

for account balances. The audit also found a $382 mil-
e Identification and segregation lion understatement in the size of

of fund balances. reserve funzs. It also noted a fail-
¢ Improvements in the process- ure by the disabled workers relief

ing of claims. fund to reserve for claims filed but
e Development of a fee bill sys- not approved and those incurred
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ledger for each of the funds.
e Development of warrant sys-
tems for all payments.

but not reported. Accounts receiv-
able records from 1979 may not be
collectable because of bad recori-
keeping, the accounting firm said.

The auditor’s department said a
major reason for the deficient rec-
ordkeeping is because the bureau
never had an accounting system
“responsive to auditing.”

Before 1977, state law didn't al-
low the auditor’s office to scruti-
nize the records. ) .
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sified section, wait nol
longer! As of October 1I
We are growing rapidly: Excel- lra:tes for ‘new ad‘vemsers
lent potential for the right per- | [jwill. be increasing. Ad-

Reply in confidence:
P.0. Box 53

Wall Street Station

New York, NY 10268

and General Operations. Knowl-
ftedge of Property & Casualty l
business preferred.

One Chase Road
Scarsdale, New York 10583
(914) 725-0773

COMMERCIAL
CLAIMS
$30-35,000

Large commercial, fire, prop-
erty, and business interruption
claims experience. Ability to
convey positive image and su-
pervise claims activity while
settling large losses. A degree
or background in engineering
is preferred. Contact us by
phone or send your resume in
strict confidence to:

Attn: Roger Williams
(515) 284-6950

Sneling Snelling

606 Equitable Bldg.
Des Maoines, lowa 50309
Employer Pays Fee

| sharing.
Box gwa. BUSINESS INSURANGE how well Bl can workl
for you!

740 Rush Street
chicago, 1L 60311 [

AUSTRALIAN LOS ANGELES BROKER
INSURANCE BROKER Seeking Qualified
Skilled in large Corporate and ACCOUNT EXECUTIVES
Surplus lines broking and For
consultancy based in Sidney,

New South Wales, with con- ENDORSED NATIONAL
ASSOCIATION ACCOUNTS

nections in other states, seeks
Salary, Commission & Benefits

son! Salary, pension and profit- lvertise now and discoverl

- FLORIDA/SURETY

CORAL GABLES

Large International Insurance
Agency seeks individual with
5 years or more of specialized
experience in Bonds with em-
phasis in Surety and Contract
Bond areas. Must have ex-
cellent communication and
marketing skills and experience
with a large agency or major
Insurance Company. Preier
College Graduate with major
or minor in Insurance, and a
desire to move into manage-
ment responsibility,. We offer
a competitive salary, auto-
maobile and full benefits pack-
age, medical, dental, life, pen-
sicn, etc.

Send resume in confidence to:

FRANK B. HALL & CO.
P. 0. Box 343800
Coral Gables, Fla. 33134

Equal Opportunity Employer

Sr. Contract
Bond Underwriter

Home office of Kemper Group has a challenging career
opportunity for an individual who has a minimum of
10 years of contract bond experience.

Successful applicant will have responsibility for super-
vising the underwriting and production of contract
bonds in various branch offices. Position does call
for moderate amount of travel.

This position, located at our corporate headquarters
in a scenic suburban community just northwest of
Chicago, affords a highly competitive compensation
package including a full range of benefits. For con-
fidential consideration, please submit resume to:

J. Harris

working relationship  with
of similar skills who is not Unlimited Opportunities for
connected in Australia. Pref-

% " ) x Travel Required From L.A. Base
non-life orientation. Reply in T .
confidence to. Commercial Lines Experience

Box 4887 G.P.O. Our Employees Know Of This Ad
Sidney NSW 2001 Box 380, BUSINESS INSURANGCE

medium size American Broker
an Aggressive Person
erence for West Coast based,
MANAGING DIRECTOR Bancatory
Australia 740 Rush St. Chicago, 1Il. 60611

W) [d = IGROUP
L)
Long Grove, IL 60049

Equal Opportunity/ Attirmative Action Employer

RISK MANAGEMENT
PERSONNEL CONSULTANTS

Representing Select Corporations & Candidates Nationally

o INSURANCE e SAFETY e EMPLOYEE BENEFITS
Managers & Assistants

OVERSEAS EMPLOYMENT
Saudi Arabia
Insurance Claims Coordinator

CORPORATE CAREER ENTRY CAPTIVE TECHNICIANS
Call Collect: (212) 599-2662
Marty Hodes, ARM Meg Sloman

METRIC 11 East 44th Street

New York, N.Y. 10017

NTERNATION
|NISURAN(E ROKER

NYC Based, Division Headquarters — |

The Ralph M. Parsons Company is recognized as one of
the largest and most respected Engineering/Construc-
tion companies in the world, and we are seeking an

Major international division of insurance broker-
age, consulting and actuarial firm, with revenues
well in excess of $300 million, immediately seeks
exceptional person.

POSITION: As SENIOR ACCOUNT EXECUTIVE,
you will be responsible for the continued identifi-
cation, coordination and development of foreign-
l;‘ased insurance brokerage investment business in
the US.A.

ESSENTIAL: A solid domestic insurance back-
ground (especially casualty) with considerable ex-
perience in the U.S. brokerage and Account Ex-
ecutive areas. Must have availability for domestic
and overseas travel.

DESIRABLE: Language fluency (German and/or
French), CPCU or equivalent, well-travelled and
possessing an affinity for foreign environments,
social and business practices.

SALARY: Extremely attractive, negotiable base in
the $35,000 to $60,000 range commensurate with
background and qualifications, plus incentive com-
pensation and generous employee benefit pro-
gram.

WRITE, indicating experience and earnings his-
tory, preferably by resume to: Vice President In-
ternational, Box 09111U, c/o Suite 1100, 551 Fifth
Avenue, New York, N.Y. 10176. All replies will be
treated in utmost confidence. We are an equal
' opportunity employer.

experienced Insurance Claims Coordinator to work with
us in one of the most challenging undertakings in the
modern world; building an entire city for 200,000 people
in Yanbu, Saudi Arabia.

The ideal candidate will have 5 years experience in
ocean marine and Contractors All Risks Insurance, plus
a strong knowledge of general insurance, auto liability
and workers compensation. You will report directly to the
Risk Manager and work closely with the Royal Commis-
sion Risk Management Consultants and Construction
Contractors. Benefits include excellent base salaries,
overseas salary differentials and housing.

Rest and recreational allowances and advanced edu-
cational allowances are offered if you accept an 18
month assignment.
Please send your resume to:
INTERNATIONAL STAFFING
Department 140
RALPH M. PARSONS COMPANY
100 West Walnut Street
Pasadena, CA 91124

An Equal Opportunity Employer M/F

PARSONS

Pride in Pertormance

7 CASUALTY
INSURANCE
MANAGER

Chicago based Fortune 250 Company seeks an
individual to manage its Casualty Insurance Pro-
gram. Such individual should have sufficient ex-
perience to supervise the disposition of casualty
claims, assess risks, and negotiate casualty in-
surance coverages. The position reports to the
Corporate Insurance Manager and is located at
Corporate Headquarters. The candidate should
have the interest and potential for eventually fill-
ing the Corporate Insurance Manager's position.

This career opportunity with a growth-ori-
ented company offers excellent salary and bene-
fits. If qualified and interested, send resume with
salary history to:

Box 379, BUSINESS INSURANCE

\ 740 Rush St. Chicago, II!. 60611
\ An Equal Opportunity Employer M/F




Jerry Geisel
doesn’t let any
rass grow under

Jerry Geisel is Washington Editor of Business Insurance. He has a way of
mowing down myths and getting to the truth.

Take the now famous awn mower story.

The one about the man who tried to use a lawn mower as a hedge clipper,
lost some fingers, sued the lawn mower manufacturer and was awarded a
huge sum of money by a jury.

Jerry investigated, and found the incident never happened.

His front page story in Business Insurance was read into the
Congressional Recorc and was reprinted in newspapers around tre
country. As a result, insurance trade associations changed some of
their literature and, advertising claims by some insurers were modified
to provide more credible information about the troublesome tort situation.

Jerry has also given readers of Business Insurance the first summary of
product liability and tert reform actions and proposals on a state by state
basis. This chart has been widely reprinted and circulated. /

Yet Jerry, like all of our editors and reporters, does not specialize. His
stories cover a wide spectrum of insurance, risk management and employe / j

benefits and his incisive, in-depth reports have been the subject of

discussion, earnest analysis and action by influential corporate and
government officials.

It is this kind of in-depth reporting that makes Business Insurance
the most widely used, and quoted authority in its field.

And because Business Insurance does so much for its readers,
it also does more for its advertisers.

It's where the insurance marketplace takes shape, week
after week. /

Shouldn't you be there?

.business
insurance

a publication of Crain Communizations Inc.

NEW YORK: 708 Third Ave., N.Y. 10017. (212) 986-5050 » CHICAGO: 740 Rush St, IL.60611. (312} 649-5275

*LOS ANGELES: 6404 Wilshire Blvd, CA. 90048. (213) 651-3710



Sunday 26 October

4:30 pm Registration...obtain
session materials and prepare
for the program opening and
reception ahead.

6:00 pm Welcome Address by
Alfred Malecki, publisher of
Business Insurance.

6:15 pm The Essence of Clear
Communications “‘Medi%ense,”
a Robert Drucker & Co. film on
healthcare costs provides an
insightful look into the tech-
niques of handling a complex
and misunderstood issue. The
film confronts consumers with
theirrole in soaring healthcare
costs. Tylie Jones o?Tylie Jones
Communications explains the
film’s aim.

7:00 pm Cocktail Reception

Monday 27 October

9:00 am Introductory Remarks

9:10 am Simple Is Smart...
Techniques for Simplifying
Benefit Materials

Alan Siegel, president of Siegel
& Gale, Inc., will discuss specific
techniques he has used to simp-
lify over a 150 life and health
insurance policies and other
employe benefit booklets.

10:30 am The Style and Sub-
stance of Clear Communications
Three concurrent sessions...
repeated after lunch. Each
session is one hour 45 minutes.
® Designing Employer Benefits
Programs To Benefit Employes
William ). O’Connor, executive
vice president of Source/Inc.
-and David A. Williams, presi-
dent of Williams Communi-
cations, a[()faly principles of
design and.communication
to affect positive employe
attitudes.

® Pacing Your Message
Acting relocations admini-
strator for Rockwell Interna-
tional, John G. Willard, dem-
onstrates the approach of
pacing key words and ideas
to maximize the impact of
benefits messages. .

® Tools, Tactics & Timin
The why behind which tools
to use when packaging your

benefits program are revealed
by Terrance T. Toth, director of
communication services, Buck
Consultants, Inc.

12:30 pm Luncheon...with a screen-
ing of €BC competition entries.

2:00 pm Concurrent Sessions
Resume

4:00 pm CPC’s Animated
Apﬂroach

Richard T. Whitman, a partner
with Kwasha-Lipton, details CPC
International’s use of an imagi-
native benefits story.

4:30 pm What I've Learned in the -
Advertising Business in 111 Years
Robert Zabel, president of NW
Ayer ABH International-Chicago
shows how to inject “human-

ness”’ into your communications.

5:15 pm Cocktail Reception

Tuesday 28 October

9:00 am You Be the Judge
Herbert Zeltner, group vice
president of Crain Communi-
cations Inc., invites attendees
and a panel of benefits profes-
sionals to join him in evaluating
the effectiveness of benefits
approaches. (The session will
run until neon with a break)

12:00 pm Luncheon...Thomas
F. Masloski, director of com-
munications for Source/Inc.,
examines the role corporate
advertising/pr departments can
play in the employe benefits
communications picture.
2:00 pm Rewards of Well-
‘targeted Benefits Communi-
cations
Kathy Groon, audiovisual
training coordinator of Jewel
Food Stores, explains Jewel’s a/v
Erog—ram for communicating
enefits during the various
stages.of an employe’s work life
and reveals the effect it has had
on claims.

3:30 pm Communicating in a
Changing Work Climate

Vice president-manager of
compensation & benefits for
Bank of California, Joseph
Young, demonstrates how be-
nefits communications can and
must adapt to a changing work -
atmosphere, new employe
needs, and expectations.

5:30 pm Cocktail Reception

| GCOMMUNICATING=
| EMPLOYE BENEFITS

| Conference October 26-29 1980
Continental Plaza of Chicago

Review this schedule and learn how you can communicate
the full importance of your benefit programs.

6:30 pm The 8th Annual €BC
Awards Dinner features the pre-
sentation of Business Insurance
Employe Benefits Communica-
tions awards in five categories.

‘Wednesday 29 October

9:00 am Developing a Total
Employe Benefit Communica-
tion Program—How & Why
“Control Data of Canada, Ltd’s
Walter D. LeGrow, director of

Eersonne[ services, explains why
is company felt it important to
tell its employes about all their
benefits—and how it was done.

10:15 am Clear Communica-
tions: The Law & Lawyers
Robert W. Ridley, a partner with
Forster, Gemmill & Farmer, has
practical suggestions on how to
deal with your legal department.
11:15 am You Be the Judge...
Reprise

12:00 pm Conference Adjourns
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Conference Data

The registration fee of $385
‘includes admission to all
scheduled sessions and func-
tions, a-portfolio with resource
materials, planned receptions,
luncheons and the awards dinner.

Hotel and travel accommodations

are not included and must be

made separately. You will be
rovided hotel reservation forms
isting preferred rates for con-

ference attendees with the

_business
= insuranee
. | (we) wish to enroll in the Business Insurance
Communicating Employe Benefits” conferenc

registration confirmation letter.

If your plans change, you may
substitute the name of another
person from the same company
without penalty..or receive a full
refund by cancelling in writing by
October 1, 1980. For cancellations
received after this date, there is a
$100 service charge.

Phone toll free 800-621-6468,
(In illinois phone collect) (312)649‘5242
or mail the form today!

5

L - Zi:b i

ea Code)

: , N :
for$_______isenclosed. | (we) prefer to be billed

today! ?Iease make checkupay‘a’bie 10:
TIONAL DIVISION, 740 Rush Street; Chicago, IL'6

Additional registrant from the
company:ﬁ,—"

Name

2

Title.

(Conference fee $385. Do take
of the 10% discount allowed a
registrants registered from the
company atthe same time.)
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Insurance stocks continued to rise last week,
climhing 3.4 points to 167, according to the Bi-
stock index. The base of 100 was at year-end:
1978. However, the 2% index jump fell short of
the New York Stock Exchange rise of 2.4% and .
Standard & Poors’ 2.1% but surpassed the
Dow Jones Industrial Average of 1.1%. Fastest
gainers were: Zenith National Insurance Corp.,
11.8%; Frank B. Hall & Co., 11.2%; Pinehurst:
Corp., 10.7%; Crum- & Forster, B.4%, and
American Bankers Insurance Co. of Fla., 8.3%.
Jefferson National Life Insurance Co. regis-
tered the largest decline, 14.4%. Hartford
Steam Boiler, Integon Corp., Washington Na-
tional Corp. and Northwestern National Life
declined less than 5%.

ag 8
| British Issues , ..,
916 _ Price PE Div. Yield High—Low
Companies pence pence % pence pance
Comml Unlon 177 89 14863 82 180—175
Eagle Star 264 B6 1286 50 266—256
Genl Accldent 358 B89 1824 51 352352
Gdn Royal Exch 358 - 94 2071 58 382352
Phaosnix 314 8.7 2000 64 316—306
Royal 458 9.8 3217 69 475-—458
Sun Alllance. 796 10.2 4214 53 804792
Brokers -
CE Meath 207 92 1380 6.6 207—182
Hogg Robinson 138 102 814 59 138—118
Alex Howden 101 8.1 1000 100 101— 9B
JH Minet 103 118 638 62 103—100
Sadg Grp’ 127 116 7.4 §6 12720
Stenhouse Hidg 92 84 646 70 92— 85
Stew Wrightson 230 9.2 17.14 74 230—212
Willis Faber 248 110 1614 65 253—225
Source: Philip Olsen/Alan Clifton, Insurance Indus-
try Specialists Kitcat & Aitken Stockbro-
kers, London :

Investment income gains

'+ keep earn

By Myron Picoult

RADITIONALLY, property/casualty

stocks have performed in-direct rela-
tionship to the underwriting cycle. When
underwriting ratios deteriorated the stocks
would slip, and vice versa. Over the past two
years, however, this has not been the case,
Asthe industry’s combined ratio has moved
up, so have the stocks.

To be sure, this has not been the result of
multiple expansion in these stocks; this
group along with many others has experi-
enced multiple con-
traction. The perfor-
mance simply shows
that earnings have
come in above expec-
tations, because of
strong gains in invest:
ment income reflect-
ing strong cash flows
and high interest
rates.

As the underwriting
cycle has progressed,
we have adjusted our
industry earnings
model. We believe the
industry’s “earnings spring”’ has been com-
pressed to about as low alevel as one should
expect, save for a few killer hurricanes hit-
ting the East and Gulf Coast simultane-
ously, followed by plague, pestilence and a
good-sized earthquake on the West Coast.

We have dusted off our erystal ball and
made those prognostications in the face of
increasingly vocal assertions from insur-
ance company executives and brokers that
pricecutting is rampant and unreasonable.
While there is clearly a competitive market,
the numbers at least do not vet reflect the

A
Picoult

Myron M. Picoult 15 a vp and senior insur-
ance analyst with Oppenheimer & Co. in
New York. He is the current president of the
Assn. of Insurance & Financial Analysts
and a member of the New York Society of
Security Analysts. His monthly column for
Business Insurance appears the fourth Mon-
day of every month,

ings health

(  BlIticker

J

doomsday scenario. -

The term “cash-flow underwriting” is
anathema to many traditionalists in the
property/casualty industry and not easily
accepted. The industry is changing and
within reason the concept is definitely valid
on certain types of lines (i.e., workers com-
pensation and medical malpractice) be-
cause of the “long-tail” nature of the busi-
ness. ;

In the 1970s, the industry posted a com-
bined ratio of about 100%. As we look out
into the 1980s, the combined ratio is more
likely to average 102% to 103% with only
fleeting moments of underwriting profit-
ability. This reflects the investment income
factor. -

e believe the industry underwriting
U V cycle will bottom out sometime in the
second or third quarter of 1981 and expect
some moderate underwriting improvement
from that point. Competitive factors, the in-
vestment income and maybe some sluggish
economic growth will most likely preclude
a sharp rebound in premium growth and
paring of underwriting losses. Nonetheless,
earnings in 1982 could jump about 30% after
being virtually flat in 1980 and down about
10% in 1981.
Several key points should be noted with
respect to our earnings models:
e Our 1980 earnings model assumes
sharp deterioration in underwriting results

in the third and fourth quarters, basically .

reflecting a continuation of, and in some
cases, an upgrading of conservative reserve
postures. We assume that the third-quarter
combined ratio will approximate 104% to
105% followed by about 107%to 108% in the
fourth quarter, resulting in flat to modestly
lower total earnings compared with last
year.

e We believe personal lines insurers
could see their underwriting cycle bottom
out before the commercial insurers do,
creating a cycle within a cycle.

Bl Industry Stock Report

SEPT. 16, 1980 9/10/80 THRU $/16/80

Insurance Cos.

Price % Chg P.E. $Div. % ¥Yid.

High » Low Vol (000} .

— —

Sears Rosbuck & Co.

{Allstate} NYSE

SEPT. 16, 1980 9/10/80 THRU 9/16/80

Price . % Chg P.E.

$ Div. % Yid. High Low Vol {000)

17.37 17.63 17.38 1

Py

Aetna Life & Cas.Co WYSE 37079 3.1 5.3 .12 5.6 7.75 3.1 64l.7 Sei Corp ore 26.25 6.1 5.1 1.00 3.8 26.25% 25.00 39.2
Amricm Bankers Ins Co Fla onc 8,12 8.3 5.5 O0.40 5.4 8.13 7.50 47.8 Seibels Bruce Group Inc orC. 13.75 4.6 8.0 O0.8D 4.1 18.75 19.38 150.1
American Finl Corp.Chio orc 25.63 -1.4 6.9 0.50 2.0 26.50* 25.63 21.1 Statesman Group Inc orc 5.82 2.1 44 0.15 2.7 5.63 5.63 8.1
American Gen ins Co NYSE' 38.00 0.0 5.9 1.00 2.8 38,25* 37,75 9.1 Tokio Marine & Fire Ins Co orc 136,75 6.6 17.3 1,03 0.7 157.13* 149.00 5.0
American Indty Finl Corp ore 18.13 4.3 5.5 1.12 8.2 18.13 17.88 36.0 ‘Travelers Corp NYSE 43.63 5.1 4.8 2.48 5.7 44.50* 42.25 328.9
hmtfnan Intl Group Inc orc 75,00 1.4 11.1 0.50 0.7 75.50* 75.00 113.1 United Fire & Cas Co o 27.25 0.0 7.4 0.90 3.3 27,25 27.2% 0.9
Amrl_.tzn Hatl Ins Co o 15,88 2.4 6.3 0.62 3.9 15.88° 15.63 51.5 United States Fid & Gty Co NYSE 45.50 4.0 5.4 2.80 6.2 45.50* 44.00 94.6
Anerican-Sts Life Ins Co orc 18,50 0.0. 7.7 0.64 3.5 18,50 18,50 0.0 United Swes Life Ins Co OrC. 16.63 6.4 5.9 0,96 5.8- 16.63 15.88 38.3
Aneco Reins Ltd ore 6.62 3.9 N/ 0.00 0.0 6.63 6.25 156.2 uUslife Corp NYSE 21.63 -l.1 5.4 0.0 3.2 .75 2,63 413.5
Appalachian Natl Corp orc 2,00 3.2 5.7 0.05 2.5 2.00 1.94 1.1 Washington Natl Corp NYSE 35.63 -3.4 7.2, 1.50 4.2 36.88  35.63 33.1.
Avemco Corp . AMEX  12.00 0.0 8.6 0.50 4.2 12.00  11.75 11.0 Zenith Natl Ins Corp ore 16.50 11.9 9.4 0.50 3.0 16.50 15.7% 98.6
B.?nu Towa Inc orc 26,25 0.0 4.1 1.32 5.0 26.25 26.25 10.6 i e
Biteo Corp ore 40.00 0.0 6.0 1.68 4.2 40.00  40.00 10.5 DEURANCE COMPANIES AVERAGE 7.4 3.6
Carolina Cas Ins Co ore 7.75 0.0 2.8 0.32 4. 15 1n 1.3
Central Natl Finl Corp ot  11.25 2.3 4.6 0.50 4.4 11.25% 11.00 1.8 A iB. "
nts/Brokers
Q\ui:l_: Corp- orC 45,62 7.0 6.0 2,40 5.3 46.50* 44.00 357.6 ge
Combined Intl Corp NYSE 19,62 0.6 5.6 1.40 7.1 19.63 1%9.%0 59.0 Alexander & Alexander Svcs O 34.75 -0.7 1.4 1.64. 4.7 35.000 34.50 76.8
Comgcr.mut Gen Ins Corp HYSE 46.63 2.2 7.0 1.52 3.3 46.63* 45,00 127.5 Baldwin & Lyons Inc e 30,75 0.8 5.7 0.80 2.5 30.75% -30.50 2.8
Continental Corp. BYSE 29.13 3.1 5.6 2.20 1.6 29,13  27.50 433.8 Corroon & Black Corp NYSE 27.00 1.9 10.9 1.72 6.4 27.00 26,35 28,1
Crawford & Co o 19,00 4.1 16.0 0.54 2.8 19.00* 18.25 B.4 Crump-E H Cos Inc o 12.87 -1.9 1.5 0.3 2.8 13,00 12.88. 11.4
0 Hall Frank 8 § Co Inc NYSE. 29.63 11.3 9.7 1.54 5.2 29.63% 27.50 168.4
Cromn Life Ins Co OrC  82.50 2.3 59.8 2.40 2.9 B2.50* 82,00 2.0
Crum & Forster NYSE 33,75 8.4 5.9 1.44 4.3 34,00* 31.75 305.5 Integrated Res Inc AAEX  18.63 1.4 10.2 Q.00 0.0 12.63 17.88 119.5
Employers Cas Co oe 34.25 2.2 5.6 1.20 1.5 34.25 33.50 4.8 James Fred S & Co Inc NYSE 28.25 3.7 10.3 1.60 5.7 28.25% 21.25 8.4
Exc Corp Orc 93,50 0.0-10.5 1.40 1.5 93.50 93.50 0.6 Harsh & Mclennan Cos Inc NYSE 68.25 2.4, 10.9 3.60 5.3 68.38 67.13  102.5
Bquifax Inc NYSE 22.13 0.0 7.§ 2.40 10.8 22.50 22,13 8.3 Penncorp Fincl Inc ‘NYSR 8.50 3.0 5.5 0.16 1.9 9.13 8.50 275.2
Reed Stenhouse Cos Ltd o 11.12 0.0 9.3 0.56 5.0, 11.25 11.13 93.3
Farmers Group Inc are 30.50 -0.4 9.7 1.00 3.3 30,75 20,38 335.5
First Colony Life Ins Co arc 35,25 3.7 12.1 ©0.76 2.2 A5,25¢ 34,25 33.2 flollins Burdick Hunter Co orc 24.75 5.3 10.9 1.24 5.0 24.75* 23,50 9.8
Poremost Corp Amer orc 20.50 1.2 7.8 0.60 2.9 20,50 20.25 7.4 == e
General Reins Corp Del Ol 60.25 0.8 9.1 1,40 2.3 60.75* 60.00  107.7 AGENTS /BROKERS AVERAGE 9.5 4.5
Great West Life Assutn Co O 176.00 0.6 8.7 B8.00 4.5 176.00* 175.00. 0.0
Hanover Ins Co O 46,75 0.5 4.4 0,72 1.5  47.00 46.00  25.7 lomer Holdin :
Hartford Steam Boiler Inspen OFC 31.75 -4.5 6.8 2.20 6.9 33.25 31.50 9.4 Cong bragrites/Hold 9 .
Integon Corp . NYSE 25.37 =4.2 9.2 0.48 1.9 26.25 25,25 58.7 American Express(Pireman's Fd} NYSE  35.50: 1.4 7.1 2.00 5.6 35.75 35.00 314.8
Jefferson Natl Life Ins Co arc 44.50 -14.4 13.2 0.64 1.4 52.00 44,50 20,2 Anderson Clayton (Ranger/PanAm) NYSE 25.75 3.0 6.4 1.20 4.7 25.75 25.2% 30.4
Kemper Corp arc 33.38. 5.1 4.7 .40 4.2 34,00% 32.75 193.5 City Investing Co. (Home Ing.) NYSE 25.87 0.0 5.3 1.50 5:8 26.11 25.88 415.1
” CHA Finl Corp {(CMA) E  17.13 4.6 4.2 0.00 0.0 17.13  16.50 8.7
L).l"asl.n Hatl Corp Ind NYSE 42.37 8 5.9 300 7.1 42.75 42.00 116.8 Contral Data (Comml. Credit) NRYSE 71.00 -2.2 9.4 0.60 0.8 73.00 69.50 512.8
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e The inflation factor we use for our 1980
and 1981 models approximate 12.5% for
both years with a further dip in 1982. We
expect relatively moderate premium
growthin 1980 of 8.5%, a slight pickup to 9%
in 1881 and a further gain to approximately
10% in 1982. We expect pure rate relief to
account for roughly half of this gain in each
of the years with the remainder coming
from adjustments in the premium base.

e Cash flow—defined as the increase in
unearned premiums plus the increase in
loss and loss expense reserves plus the stat-
utory underwriting gain or loss, less divi-
dends to policyholders plus dividends to
stockholders and federal taxes—should be
virtually flat in 1980 compared with 1979.
But we expect a 10% increase in 1981 and
1982, respectively.

e While the industry is clearly more
leveraged than before with greater “long-
tail” exposures, the fact remains that as we
go through the down side of the underwrit-
ing cycle, balance sheets are clearly
stronger now than they were when the last
disastrous underwriting cycle unfolded.

he traditional preoccupation with the

.. combined ratio as a benchmark upon
which to base an opinion of insurer strength
may be outdated. Although consideration
of the combined ratio should not be scut-
tled, perhaps it should be considered in con-
junction with several other factors includ-
ing: total operating earnings, the industry’s
relative earnings position, earnings poten-
tial in the upcoming cycle, present absolute
and relative multiple relationships and per-
ceptions of the inflationary environment.

Given these factors, we believe it is possi-
ble there could well be a truncation of the
anticipatory recognition process whereby:
investors may not wait for the final under-
writing drubbing to become more aggres-
sive in these equities.

Recent stock market performance lends
some credence to the theory. Furthermore,
dividend increases in 1981, about 12%,
should also allay fears that dividends will
remain flat for a long period as was the case
in 1974 to 1975.

Financial briefs.

Orion

Orion Capital Corp. increased operating .
earnings by 11% in the first half of 1980. The
New York-based firm earned: $5.5 million on
revenues of $114.7 million, an increase of .
$500,000 over the same period in 1979,

Net earnings, including $11,000 in invest-
ment gains, dropped 9%, however, to $5.6
million from $6.2 million.

In the second guarter, operating earnings’
rose 8% to $3.2 million from $3 million in
1979. )

Orion officials said-the company’s prop-
erty/casualty insurance’ subsidiary, Secu-
rity Insurance Group, recorded a ‘“satisfac- -
tory” loss experience-for the first half of the

" year. Premium volume, however, grew at a
slower pace than had been projected, they:
added.

Unsettled economic conditions and high
interest rates contributed to the company’s
disappointing results. Officials said year-
end earnings would not hit the company’s
target of $2 per share, but would probably,
exceed the $1.74 per share recorded in 1979.

M&M -

Marsh & McLennan Cos. Inc. has.de-
clared a quarterly. dividend of 90 cents per
share on outstanding common stock, pay-
able Nov. 12 to shareholders of record Qct.
14.

MGIC.

Mortgage Guaranty Insurance Corp. has
bought Great Equity Life of Chicago from
Ryan Insurance Group for $8.7 million. a



The AmericanWorker.
He holds the white-hot molds for Americain his hands..

Foralmost 100 years now, weve been
insuring America’s most valuaole resource:
her workers.

During that time, we've discovered some
very effective ways to help American business
hold down the cost of insurance. Loss Control
is one way.

Our Loss Control Consultants can help
you to identify hazardous conditions at your
plantt—before they turn into accidents. That,
in turn, can reduce claims and substantially
lower your net insurance costs.

Loss Control. It's one way fo cut the cost
of business insurance. There are many others.
Call or write us today and we’ll share them
witk you.
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INSURANCE COMPANIES, WAKEFIELD, MASS. 01880

Helping America make intelligent insurance decisions since 1887.



