
By STUART EMMRICH

Insuring income-
More underwriters may take the risk

NEW YORK-At Lloyd's of Lon-
don, the name Harrison is still re-
:nembered with a slight shudder of
embarrassment.

The financial collapsemore than
30 years ago of the small Harrison
syndicate due to huge losses on po-
·licies. guaranteeing income from
:lutomobile-leasing contracts ulti-
mately led to the London insur-
ance exchange banning its mem-
bers ·from·writing any financial
guarantee insurance.

The-experience of that ill-fated
syndicate is recalled by observers
reflecting on the latest controversy
at Lloyd's: the computer-leasing
risk. They say the underwriters in-
volved in computer-leasing poli-
eies, which stand to cause the
largest losses in Lloyd's history,
:hould have learned a lesson from

history long ago.

Underwriters now being chas-
sized for taking on computer-
leasing risks, however, are hardly

alone in the soup. Others at Lloyd's
and some insurance companies
worldwide are profitably writing
insurance on similar kinds of busi-

ness risks even today. The predic-
tion, in fact,.is that the insurance
industry will be underwriting more
of this type of guarantee coverage
in the future.

Although the problems in the
1921 Harrison collapse were
caused·by fraud and the ones in the

computer-leasing experience are
the result of underwriters mis-

calculating the seriousness of the
risk, the two situations are related
because they involve risks beyond
what's considered the traditional

realms of insurance. Rather than

insuring against a fortuitous loss or
an act o f nature, they came close to
insuring a business investment,
guaranteeing the continued value
of a volatile class of business

equipment .and the stream of in-
come that equipment was ex-
pected to produce.

Lloyd's tried in 1936 to prevent
members from getting involved in
this class of ·business·when it

passed a rule some 15 years after
the Harrison. fiasco prohibiting fi-
nancial guarantees. :But critics of

the computer.leasing policies say
Lloyd's underwriters closed their
eyes.tothatrulewhentheyjumped

Lloyd's contests computer-lease suit
BALTIMORE-Lloyd's of Lon-

don is trying to avoid paying a dis-

puted computer-leasing policy
claim of $27 million to Federal

Leasing Corp. by charging that the
McLean, 'Va., firm did not do
enough to protect against losses on
the controversial· risk.

In an answer to a suit filed

against 55 Lloyd's underwriters for

alleged non-payment of claims.
lawyers for Lloyd's contend the

Wash. investigators
charge broker stole
policy premiums

By LEN STRAZEWSKI

TACOMA, Wash.-Phony ac-
count numbers on excess/surplus
Ensurance policies allegedly let a
broker here bilk agents and insur-
ers of nearly $500,000 in premiums,
according to the Washington insur-

ance department.
H. Martyn Hall, former principal

of the excess/surplus brokerage
firm H&A Associates, has pleaded
not guilty to charges that he pock-
eted premiums on a variety ofhigh-
risk, small commercial policies. He
did business with up to 350 small
commercial agents in Washington
and Oregon.

The insurance department hasn't

determined how many bogus in-
surance policies may have been is-
sued by H&A Associates. So farthe
department has found only one

outstanding claim-for $50,000 to
560,000-filed under the policies.

A department spokesman ac-
knowledged, however, "We're not
real sure if more claims.were filed
vith Hall." Most of the unauthorized

policies have expired, he noted.
The insurance department began

investigating Mr. Hall's business,

which employed more than 30
people, after receiving complaints
from domestic insurers and local

agents. At the same time, Golding
Adams Brothers Ltd., a Lloyd's of

London brokerage firm, initiated
an audit of H&A Associates by the
accounting firm of Ernst & Ernst.

"It appears Mr. Hall had a billing
system that listed an account num-
ber for each insurer he dealt with,'

explained David Rogers, chiefdep-
uty insurance commissioner in
Washington. "We think there were
three or four numbers that did not

lead to the insurers, but rather

wound up right back with him," he
said.

Thebogus policies, made out for
a range of risks including loggers

property damage, liquor liability.
construction bonds, marine and
some umbrella coverages, listed
Lloyd's of London and "20 to 30'
domestic companies as insurers.
including 'Empire .Insurance Co.
and National Security Insurance
CO.

"We think he started out small a

few years ago and then the thing
just kind of snowballed," Mr

Continued on page 63
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leasing firm "failed to use due dili-
gence. . .to avoid or diminish any
loss" covered by the policy. The
original suit filed by Federal Leas-
ing in July asks for payment 6 f the
$27 million, plus $600 million in
damages.

The countersuit filed by Lloyd's
in federal court here Aug. 13 also
charges Federal Leasing violated
an agreement that it would "use
its best efforts" to refinance any

computer leasing contracts can-
·celed by clients before filing a
claim with Lloyd's.

The policies promised to pay
losses suffered by the computer
leasing.firm when customers can-
celed rental agreements before the
term of the agreements had ended
and the sale of the equipment
didn't.produce the revenues ex-
pected. It is estimated that Lloyd's

Continued on page 66

into this business risk market in
1973.

"Traditionally, it is not the pur-
pose ofinsurance to covera strictly
business risk, which·is what hap-
pened with these computer
leases," says one influential U.S.
broker.

"That is not to say it hasn't been
done before. But I think you get
into trouble when you go outside
the traditional bounds of insur-

ance," he added.
Even Lloyd's chairman Ian

Findley acknowledges that some
underwriters might be crossing
over into this taboo area. He told a

government committee last No-
vember Lloyd'shas been known to
write some variations of financial

guarantee insurance, although
only in a "very restricted manner,"
such as contingency risks in trade
or currency fluctuations. He

added, however, that "some of
them are getting a bit close to fi-
nancial guarantees."

Continued on page 65
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Carter's support revives
product risk pools plan

By JERRY GEISEL

WASHINGTON-An unusual al-

liance of business, consumers and

trial attorneys may propel through
Congress the Administration-

backed proposal allowing compa-

nies to pool their product liability
risks through federally chartered
insurance cooperatives.

The much-heralded concept of

federally approved risk retention
pools became moribund when the
Office of Management and Budget
recently refused to approve the
idea, but was revived three weeks
ago when, in a stunning reversal,
the Carter Administration decided

i to endorse the pools. Enabling leg-

| dYced:misconxstlmo.mnmy:
"We believe that the act should

reduce insurance costs for some

business, particularly small f4rms
which have had good claims exper-

I ience, but do not benefit from this
experience," said Commerce De-
partment general counsel C.L.
Haslarn.

Powerful business groups in-
cluding the National Assn. of
Wholesaler-Distributors and the
National Machine Tool Builders

Assn. enthusiastically endorse the
plan, saying it will provide a new
competitive alternative to product
liability insurance, and will lobby
vigorously for its passage.

The National Consumers League
and the Assn. of Trial Lawyers of
America support the proposal be-
cause they believe it would offer
greater assurance that accident vic-
tims would receive compensation
from companies which may now
lack product liability insurance be-
cause of its high cost.

But three mor insurance trade
associations-The Alliance .of

American Insurers, the American
Insurance Assn. and the Reinsur-

ance Assn. of America-along with
several individual insurance com-

panies have denounced the pro-
posal. Their opposition could spell
trouble when congressional hear-
ihgs on the measure begin later this
fall.

"There are elements in the insur-

ance industry who will oppose the
plan and who have substantial in-
fluence on Capitol Hill," warned
James Mack, public affairs director
ofthe machine tool builders. "That

certainly is an obstacle."
Drafted by the Commerce De-

partment and endorsed by 11 fed-
eral agencies, the proposal would
allow firms to band together as in-
surance cooperaties or "risk re-
tention groups," pooling all or a
portion ofthe participants' product
liability exposures.

These risk retention . groups
would be exempt from state insur-
ance · regulations and instead

Product liability risk pools may
cut insurance costs, says C. L.

Haslam, general counsel of the
Commerce Department.

would be regulated by the Com-
merce Department.

Before deciding whether to allow
a risk retention group to operate,
the Commerce Department would
review the group's assets, reserves,
loss prevention efforts and man-
agement expertise.

Premiums·paid into the risk re-

tention groups would be tax de-
ductible if spreading and sharing
of risk satisfies Internal Revenue

Service requirements. Based on a
recent IRS private letter ruling, a
participating company could con-

Continued on page 64
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r-for your information--,Absent bolts may pin liabil,Ty Property/casualty firms report

on contractors in roof collapse $985 million underwriting loss
NEW YORK-U S property and casualty insurance companies

By MARY ELLEN McKEE tions by knowledgeable insurance clude the certificates of msurance, reported a net underwriting operations loss o f about $985 million m
industry sources that he hasn't any but a village official refused to al- the first half of 1979, according to Insurance Information Institute ;

ROSEMONT, Ill -Missing con- errors and omissions insurance low access to these records be- estimates

nection bolts may have caused the CNA Insurance Co, which in- cause of the litigation resulting The net underwriting operations loss looms large compared to a |
collapse of the roof of a suburban sures 60% of the architectural asso- from the roof collapse net underwriting gain of $260 million for the first half of 1978, ,

Chicago sports stadium under con- ciations-sponsored errors and The Ilhnois attorney general's of- according to the III

structlon here, say some investlga- omissions plans, and Northbrook fice endorsed the action by the vil- Investment income, however, used to offset underwriting losses,

tors looking into the accident Excess & Surplus Insurance Co, lage saying that once litigation be- was estimated at $4 3 billion, a $2 2 billion increase over last year,
If the roof collapsed because of which handles most ofthe remain- gins. certificates of insurance or and combined net income after taxes was estimated at $3 09 billion

missing bolts, liability for the acci- der, say they do not underwrite er- any other items in public records Net income was 64% oftotal revenues, which consisted of $44 13

dent could fall on CST Construe- rors and omissions for the Rose- become confidential billion in premiums and $4 3 billion investment income estimate

tion Co of Schiller Park, Ill, the mont stadium's architect The Vilage of Rosemont, devel- The nearly $100 million underwriting loss, noted the institute,

contractor building the roof, and Four of the five workers killed oper ofthe stadium, has $6 million reflected a statutory underwriting loss of approximately $356 mil-

the Village of Rosemont, acting as were employed by CST Construe- of Insurance on the proJect under a lion and policyholder dividends of about $629 million

general contractor for the project tion Other contractors for the pro. builders risk policy underwritten
Meanwhile, Chicago plaintiffs' Ject are Korndoerfer Construction by Birmingham Insurance Co of DES victim awarded $800,000

attorney Philip Corboy has filed Co, Contemporary Pre-Cast Prod- Pennsylvania and $2 million under
four lawsuits against the stadium's ucts, Dover Elevator Co , C)'Brien an umbrella policy underwritten CHICAGO-A federal Jury here awarded $800,000 in damages to

architect, Anthony M Rossi of Ad- Electric Co and Lentin Lumber by Holland-America Insurance Co a woman who claimed she has vaginal cancer because her mother

dison, on behalf of the widow of Warehouse Co of Los Angeles The builders risk took the drug DES to prevent a miscarnage
one of the workers killed in the ac- policy has a $5,000 deductible Anne Needham had originally filed a $1 million suit against
cident and three workers who were Each of the contractors was re- Rosemont is protected from lia- White Laboratories of Kenilworth, NJ, which is now part of the
seriously injured Five workers quired to purchase its own workers bility under broad, all-encompass- Schering-Plough Corp White was one of several manufacturers of i
were killed and 15 were injured in compensation insurance Only the ing hold harmless agreements with the drug diethylstilbestrol, which was prescribed for pregnant I
the accident (BI, Aug 20) electrical contractor, O'Brien, the contractors women in the 1950s to prevent miscarriages (BI, May 30, 1977) !

All of the lawsuits charge the ar- would reveal ltS workers compen- The village's comprehensive A spokesman for Schering-Plough said the company is insured 
chitectural firm with failing to sation insurer, which is Bitumi- general liability insurer is Aetna for the liability but would not elaborate

erect a roofthat gave adequate pro- nous Casualty Corp of Rock Is- Insurance Co The package policy Thomas Bleakley, an attorney in the Detroit law firm ofCharfoos
tection to the workers land, Ill One O'Brien worker was for $1 million of coverage was bro- & Charfoos, said the firm lS handlmg 315 suits in 15 states for

Valerie Gieb, the widow ofone of seriously injured m the accident kered by Arthur J Gallagher & Co women who claim to have suffered injuries from the drug In New
the dead workers, is seeking $5 mil- The other contractors refused to York City last month, a Jury awarded a 25-year-old woman $500,000
lion from Rossi Robert Cebra lS reveal the name of their workers Several parties are investigating stemming from a similar lawsuit against Eli Lilly & Co

seeking more than $15,000, Miguel compensation insurer, saying they the collapse, including engi- Mr Bleakley estimated there are currently some 400 lawsuits

A Marin is seeking $5 million and believed it would be "lnjudiclous" neenng consultants VViss, Janney, before U S courts over use of DES The attorney said his firm alone

Herbert Drurnrnond $10 million because of the pending lawsuits Elsner & Associates. working for files a DES suit every two or three weeks

All three men suffered compound Since the Village of Rosemont, a the Village of Rosemont, OSHA,
fractures to the left and right leg, government entity, is the general Weyerhauser Co of Tacoma. PBGC names new director
broken ribs and concussions contractor for the stadium, Bus:- Wash, which supplied the big

Mr Rossi refused to comment on ness Insurance attempted to see arches. and CST WASHINGTON-Robert E Nagle has been appointed the new

the lawsuits or respond to sugges- the public records which would in- Investigators say there is a "great executive director of the Pension Benefit Guaranty Corp , the fed-
possibility" the missing bolts were eral agency whose insurance program guarantees workers' pen-
a maJor factor in the collapse The mons

Asbestos prod uct fir - bolts in question connected the Mr Nagle, a Washington attorney, was heavily involved in the
laminated wood roof arches to per- drafting of the pension reform law during the early 1970s when he
pendicular cross girders was general counsel for the Senate Labor and Pubhc Welfare Com-

faces suits, damages CST intentionally left out two of mittee

the three bolts on most connec- Mr Nagle replaces Matthew Lind, who left the federal agency in
tions as approved by inspectlngen- June to become a vp in charge of corporate planning at The Trav-

LAS VEGAS-Johns-Manville product included Joint deforma- gineer Erich Mees, who works for elers

Corp, which is defending more tion, joint cracking, lack of mols- Mr Rossi, according to Engi-
than 1,000 product liability cases ture resistance and lack of neering News Record, a weekly
lnVOlVIng ltS asbestos products weatherability engineering publication

NAIC creates task forces
used in the workplace, faces an- The suit cites internal Johns- Mr Mees said one bolt was suffi- INDIANAPOLIS, Ind -The National Association of Insurance
other legal mess as a result of a Manville memorandums which cient until the horizontal purlins Commissioners has appointed four regulatory task forces to focus

building product it sold from 1972 cited the need for several improve- and deck load were on, Engi- on ways to increase open competition in the property/casualty in-
to 1974 ments, including elimination of as- neering News Record reported. surance business

A state court here recently or- bestos fibers and improved water One-third of the roof deck was m The task force to develop a model alternative open competition
dered the firm to pay compensa- resistance However, attorneys in place when the roof fell in rating law is being chaired by Indiana insurance commissioner
tory damages of $4 6 million and the San Diego and Las Vegas cases Mr Rossi also refused to confirm Pete Hudson, president of the NAIC The task force on rating bu-
punitive damages of $10 million to said the asbestos content was not a or deny this statement despite re- reaus, chaired by California insurance commissioner Wes Kinder,
the MGM Grand Hotel as the result factor in the suits . peated phone calls will research the appropriate role of rating bureaus under an open
o f failure of the product Rescom, a compensation law

wallboard material intended for The task force on consumer information chaired by Kansas com-

exterior use

At least 40 proJects built in the
errors & omissions missioner Fletcher Bell, will develop a consumer information sys-

tem for personal lines The fourth task force on monitoring compe-

San Diego area-including a tition, chaired by Wisconsin commissioner Susan Mitchell, will
180-unit condominium structure continue development of the NAIC monitoring competition pro-

and private homes-also used Res- • A story m the Aug 20 issue on brokers, notes that since the inter- gram, according to the association

com and two class action suits are structured settlements of liability view was conducted for the com-
pending there An attorney close to cases incorrectly referred to a trust pany profile m the Aug 6 issue, M Lloyd's covers Brink's lossesthese cases said their value in com- ofmore than $2 million established Zanotti has been named manager
pensatory damages is likely to run for the survivors of a victim of the of its central division and ex- NEW YORK-Brink's Inc is insured by Lloyd's of London for a

more than $5 million Punitive recent DC10 American Airlines ec:utive vp of James S Kemper $2 2 million loss suffered in the recent holdup of a Brink's armored
damages are being sought in San crash in Chicago, to settle a claim Agency Inc In addition, Ray truck at the headquarters of Chase Manhattan Bank

Diego, as well from that disaster The trust was Hayes was appointed vp and man- The truck had been making a pickup Aug 21 at a loading bay in

A spokesman for Johns-Manville actually in settlement o f a claim ager of the national account and the basement of the bank's Lower Manhattan headquarters when

saidi the company's attorneys had arising out of the Pacific South- market development department three gunmen came out of a truck parked at an adJacent bay,

not yet determined its total expo- west Airways crash in San Diego of James S Kemper & Co Jumped the sole guard and made off with the Brink's truck and the
sure in Rescom-related cases last Sept 25, which killed 144 peo- money

In the Las Vegas case, Rescom ple • A story in the Aug 6 issue about Brink's theft coverage with Lloyd's reportedly is in excess of $75 1
used in the construction of the staff cutbacks and corporate million

MGM Grand Hotel began to deteri- • Corroon & Black hasn't gone realignments at Allendale Mutual
orate following its installation in into the reinsurance or insurance Insurance Co inadvertently indi-
1973 The hotel was forced to re- underwriting business, as was mdi- cated that a company official had Lloyd's syndicate fears trouble
place the outer wall surfaces cated in an Aug 6 story Reinsur- referred to the company as finan- LONDON-A Lloyd's underwriting agency, Ashby & Co, which

Johns-Manville said it intends to ance Group Inc is a reinsurance cially troubled In fact, Allendale runs five syndicates, fears it has overwritten its premium limits on

appeal the case to the Nevada su- brokerage operation in Boston, not officials do not agree with that as- U S business It has asked Anthony M Lanzone, a New York attor-

preme court A spokesman for the an underwriter Corroon & Black sessment and adamantly insist that ney, to make an immediate investigation

company said the compensatory has estabhshed an insurance com- Allendale lin't in any financial
damages are covered by insurance pany by the name of National Ex- trouble at all, despite losses last index
but the punitive damages are not cess Insurance Co, but it remains year of more than $20 million

Travelers Insurance Co wrote inactive The name of this insur- George West, president and CEO of
the primary coverage, but the ance company originally was Allendale, acknowledges the com- Vol 13, No 18-Business Insur-

spokesman said the loss was likely American Excess Insurance Co, pany has an operating problem Editorial opinions... .....
.14 ance [ISSN 0007-6864] is

to tap the company's excess cover- but was changed about a year ago which he expects will be solved w Perspectives.... ......... .39 published every other Monday

ages American Excqss Insurance Co 15 the near future, but says Allendale Info for buyers.. .......... .48 at 740 Rush St , Chicago, Ill

Arguments for punitive damages a subsidiary of American Remsur- is m excellent financial condition Dates for buyers ..........
.48 60611 Controlled circulation

submitted in one ofthe San Diego ance Corp by any measure The phrase Around the states..
....... . 50 postage paid at Brookfield, Wis,

class action suits charge Johns- describing Allendale as financially London line.....
........

. 54 Chicago, Ill, and New York,

Manville knew the product Res- • James S Kemper & Co , the 16th troubled was Inserted by Business  riskWatch.. .............. . 70 N Y Copyright 1979 by Crain

com was deficient when it placed it largest broker on the Buslness In- Insurance editors but wasn't used Communications Inc

on the market Problems with the siu'ance listing of the top 20 U S by anyone at Allendale -



Arbitration process draws few takers
By MARY ELLEN McKEE

CHICAGO-More accurate deci- extended coverage 1111111111111 The use of arbitration to settle mal-
sions, lower litigation costs and  practice claims is not new, but it still is --PIlquicker settlements could be

achieved if product liability claims voluntary, non-bindmg arbitration revolutionary, says John Pecorino,
were submitted to compulsory, does the concept appear to be Illi
non-binding arbitration, the Com- catching on among claimants and I ,0 left, Aetna's manager of educational
merce Department says defendants, with 22,078 cases filed

%
But the sketchy track record of for arbitration since 1976 programs. The process could lead to r v'- E!<

Uarbitration for medical malpractice Medical experts and insurance more accurate settlement of productclaims hardly supports that con- Industry executives say it'S too „,w L. 2 -Z
tention early to tell whether arbitration- ILI.miwi-6 liability claims, says Victor SchwartzThe process o f presenting medi- signed into law in more than 40
cal malpractice claims to a panel states between 1975 and 1977 as a  of the Commerce Department's task
for a decision is available in more way to curb medical malpractice I --=I'll
than 40 states, with the method litigation-leads to more accurate force on product liability.

a*varying from voluntary, binding decisions
arbitration to pre-trial screening

Currently about 30 states use some In Michigan, where only 122 mg firm concluded there were not enough about arbitration to be with the American Arbitration
form o f pre-trial screening, 13 cases filed for arbitration hearings enough claims filed to present a drawn into the process Assn "If arbitration is to have any
states allow voluntary binding between September 1975 and June good overview and the report has success in other problem areas
arbitration and Puerto Rico has a 1979, Arthur Young & Co was been postponed for two years 44

Arbitration is one of the least such as product 1mbilty, then
mandatory arbitration system hired to review the system and re- Observers suggest that claimants understood concepts around," la- states will have to launch effective

But only in Pennsylvania with port on its results But the consult- and defendants don't know ments Joel Solomon, an attorney Continued on next page

Arbitration often misunderstood, pro ponent says
CHICAGO-Joel Solomon of among themselves to submit con- untary, non-binding arbitiation screening, at best, is considered voluntary, binding or non-binding

the American Arbitration Assn troversies to a neutral person or procedure aren't final and can be only preliminary to a trial arbitration, a person may seek arbi-
cringes whenever he hears the panel for a final decision The appealed in court Pennsylvania, Some screening statutes, such as tration only after filing a claim
word arbitration It's a concept arbitrator's decision has the same New York, New Jersey, New Mex- the Wisconsm Pabent Compensa- The Uniform Arbitration Act, a
used, but nine out of 10 times mis- legal weight as a court judgment leo, Colorado, Connecticut, Mary- tion Law, allow for non-binding ar- model law, recognizes arbitration
understood, by the people it's de- Currently only 13 states autho- land, Massachusetts and Wyoming bitration when claims are re- agreements between parties on any
signed to help, he says me voluntary. binding arbitration authorize voluntary, non-binding viewed, but the basic thrust o f subject "with respect to any con-

"Voluntary, binding arbitration Alabama, Alaska, California, Geor- arbitration these laws 15 toward screening out troversies thereafter arising be-
is the only pure' process of arbitra- gia, Illinois, Louisiana, Maine, frivolous claims rather than to tween the parties "
tion Any other kind of system is, Michigan, North Dakota, Ohio, The American Arbitration Assn . make final determinations In effect, the Uniform Act es-
admittedly, a screenmg process, South Dakota, Vermont and Vir- which administers various kinds of The remaining states may at bi- tablishes binding arbitration with-
but it's definitely not arbitration- ginia Puerto Rico is the only Juris- arbitration programs in 21 states, trate medical malpractice claims out the right of appeal on the
it's a misuse of terms," Mr Solo- diction where a mandatory, bind- admits that many malpractice re- under the federal Uniform Arbitra- merits ofthe case Rejection ofthe
mon said ing arbitration program has been form laws authorizing or requiring tion Act of 1978 Under the act, a arbitrator's decision, under this

Voluntary, binding arbitration is enacted screening of all damage claims person may decide to art)itrate a act, is possible only if defects in
simply a process, subject to law, Decisions handed down by an ar- have the same objective as the dispute either before or after filing procedure or a failure of due pro.
where parties are allowed to agree bitrator or review panel using a vol- "pure" arbitration laws But a claim Under statutes authorizing cess can be found -MEM

the benefit beat

Shipbuilders win increased pension benefits
About 1,400 members ofLocal 18 ofthe Industrial Union of The unauthorized insurer is Fireman's Fund American Life ance commissioner Harvey Bartle II, lS provided at no addi-

Marine & Shipbuilding Workers of America in Mobile, Ala, Insurance Co of San Rafael, Calif, 8 hich is the parent com- tional cost to subscribers, although deductibles and hmits on
won an increase in pension benefits in a new three-year con- pany of Fireman's of New York claims vary according to individual plans
tract with Alabama Dry Dock & Shipbuilding Co Fireman's said lt did not submit the life insurance plan for Included m the plan are costs for consultation and any

Pension benefits were raised to a minimum of $7 per approval because it believed statelaw only required approval necessary diagnostic services, such as x-ray, electrocardio-
month per year of service for workers with up to 25 years of pension or retirement plans The firm also said it believed gram and lab tests If the two opinions differ, then Blue
with the company and to $8 50 per month per year of service it acted as an agent of the policyholder, not the unauthorized Shield will also pay for a third opinion if the subscriber re-
for workers with over 25 years insurer, in collecting employe contributions toward the plan guests lt

The employes' pension contribution was increased to 10
cents per hour worked and the company's to 41 cents per HMOs gain favorhour Tax break proposed

The new contract immediately boosts accident and sick- The rising cost of employe health care benefits may con- Rep Peter Peyser (D-N Y ) wants to give retirees a tax
ness benefits $5 to $105 a week and another $5 on July 26, vince companies to sponsor their own health mamtenance break
1980, and July 26, 1981 The employer pays for the coverage organizations, according to an Arthur D Little Impact Ser- The New York Democrat, along with Rep Frank Annunzio
underwritten by Prudential Insurance Co of America vices report (D-Ill ), has introduced legislation (H R 109) that would ex-

Under the contract, employes are allowed to pay a life in- Companies employing more than 25 people now are re- clude $5,000 from gross taxable income for annuity, pension
surance premium of 60 cents per $1,000 for a period of up to quired to offer an HMO plan if a federally certified HMO is and other retirement benefits The $5,000 maximum exclu-
six months while on temporary layoff Employes previously available In 1978 nearly 200 HMOs served 7 4 million people, sion would apply to the combined total of all retirement ben-
were allowed to pay premiums for only six months Pruden- or 3 5% of the population The report predicts that by 1983, efits for an individual or couple
tial also writes the life insurance coverage 20 million people will be using either government or pri- "This bill will help retirees who have long been faced with

vately sponsored HMOs the problem o f paying income taxes on all their pension ben-
Westinghouse submits Companies with HMOs are quick to see the cost savings in efits," Rep Peyser said

these fixed fee packages, the study found One firm found
Trying to hasten the settlement of a strike that has stretch- that after its plan was initiated, the average number of hospi-

ed over eight weeks, Westinghouse has agreed to union de- tal admissions for its employes dropped 10% and the average HMO rates up
mands to scratch a contributory pension plan proposal and length of hospital stays decreased 39% The company esti- A 9% increase in rates charged to subscribers under age 65
keep a non-contributory plan mated that the HNO cost the company 21% less than its by Health Insurance Plan ofGreater New York (HIP), a certi-

The non-contributory plan will pay significantly lower former health care plan fied health maintenance organization, has been approved by
benefits to 37,400 workers than the contributory plan would Impact Services, which studies the business outlook for the New York Department of Insurance The insurance de-
have, a company official says He dechned to detail the bene- various industries, also cites indirect benefits of HMOs, in- partment also approved a 143% hike in rates charged to per-
fit levels because the strike is continiing cluding improved employe morale, less absenteeism and sons over age 65 for supplemental Medicare coverage

The pension plan has been the primary issue in the strike lower sick pay expenses The increase for subscribers under age 65 became effective
by three unions International Brotherhood of Electrical July 1, the hike for supplemental Medicare subscribers be-
Workers, United Electrical Workers and the International Benefits bargained comes effective Jan 1, 1980 HIP has sought to implement
Union of Electrical Workers The unions rejected the contrib- both increases retroactive to April 1, 1979
utory pension plan as a "takeaway" item (BI, Aug 20) Benefits were negotiated in 78% of the collective bargain- Annual group enrollment rates for member-only coverage

ing agreements reached during the first six months of 1979, on persons under 65 wdl increase to $130 68 from $119 88 For
Fireman's fined according to a survey published by the Bureau of National two persons covered, the rate will rise to $320 64 from $294

Affairs Pension plan revisions were made in 150 of 321 and for three or more persons to $480 96 from $441 On group
Fireman's Fund American Life Insurance Co ofNew York manufacturing settlements and in 218 of 473 non- enrollment for persons over 65, annual supplemental cover-

has been fined $15,000 by the New York insurance depart- manufacturing settlements age rates will increase to $42 from $36
ment for several violations of the state msurance law be-
tween 1973 and 1975 Benefit Beat keeps nsk managers and emplove benefit man-

According to insurance department records, Fireman's did Second opinions added
agers abreast Of changes in plans around the country as well

not submit its group life insurance plan to the superinten- Pennsylvania's approximately five million group and non- as other important developments, We'd like to know ifyou've
dent of insurance for approval and acted as an agent for an group Blue Shield subscribers can be covered for a second made ant/ changes or know of any significant developments
unauthorized insurer by collecting employe contnbutions opinion on elective surgery Wnte Kathryn J Mcintyre, Business Insurance, 740 N Rush
forits grouplife insurance plan underwrittenbythat insurer, The benefit, which was recently approved by,state insur- St., Chicago, m., 60611 or call (312) 649-5286.
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Arbitration process...
Continued from previous page

and aggressive educational cam-
paigns."

Even in California, whose arbi-
tration system was a model for
other states that authorized the

process in the heat of the medical
malpractice crisis, only slightly
more than 150 cases have been

filed for arbitration since the 1976
law took effect.

"This is an extremely light case-
load, especially when one con-
siders that most o f the physicians
in Southern California, more tnan
200 hospitals around the state and
the Kaiser Permanente He alth

Care Plan participate in the arbitra-
tion system," Mr. Solomon said.

Although Alabama and Scuth
Dakota have offered arbitration as

a means of settling medical mal-

practice cases, since 1975 not a sin-
gle case has been filed for abitra-

tion.

And even in Pennsylvania where
arbitration is widely utilized, there
are administration problems. Of
the 22,078 cases that have been
filed for arbitration since 1975,
nearly 1,800 cases have neither
been settled nor completed the ar-
bitrasion process.

Too large a panel and the long
and drawn out process of selecting
the panel members are to blame for

the extreme backlog, says Peter
Erickson, assistant administrator
for the Office ofArbitration Panels

for Health Care.

In response to the backlog prob-
lem, the Pennsylvania senate re-
cently unanimously passed legisla-
tion cutting the size of a malprac-
tice arbitration panel from seven to

three. Also, parties in a malpra.tice
arbitration case wilI now have to

choose panel members from a list

of arbitrators compiled by ::le ad-
ministrator ofthe OfficeofArbitra-

tion Panels for Health Care. Cur-
rently, some cases are held up for
as long as 18 months before each
par:y agrees on a panel.

"Arbitration for malpractice is
not a new concept, but i:'s still rev-
olutionary," said John Pecorino,
manager of the educational pro-
grams for Aetna Life & Casualty.
"Arbitration takes tort actior. com-

pletely out o f the court system and
transfers it to a much more infor-

mal setting for negotiating a settle-
ment on a claim."

Patients resist signing an :rbitra-
tion agreement because they are
afraid o f getting a settlement lower
than the huge court settlements
they read about in the papers,
Aetna's educational manager

noted. "And they don'l unders:and
what it means or how it works in

their interest," he said.

And doctors and lawyers hold off
on committing themselves to arbi-

:ration because they tend to be
slow in picking up c n virtually un-
tried approaches in any field, he re-

marked. "They're waiting to see
what the next guy does while they.
could be spending lhat time refill-
ing the arbitration system so it
works in the patient's and
physician's interest" Mr. Pecorino

said with a sigh.
Advocates of arbitration, how-

ever, steadfastly de fend it, citing
.ts advantages. Members of the
medical profession and insurance
company executives who have fol-
.owed the development of arbitra-
=ion over the last five years say it
offers these advantages:
• Once a decision to arbitrate is

made, a hearing can begin immedi-
ately. Cases that are initially chan-
neled through the court system can
-wait up to two years before any de-
Sinitive hearing is set.
• Duration of the actual hearing is

brief because the patient and phy-
sician meet on a or e-to-one basis.

Arbitration hearings can last from

ClaimFactsTM is an advanced on-line health claims administration sys -
tem for use by employers and other organizations with
self-funded or underwritten plans.

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

Claimpacts™ can be installed at your office for use by your staff using
your hardware or ours, or can be administered from our
offices. It is available on a service. lease or purchase
basis.

ClaimFactsTM
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joins IMPLEFACTS, the deferred recordkeeping spe-
cialists, as a memberof the Thomas National Group.

one hour to six months compared
with the years medical malpractice
cases are held Lip in courts.
• With the absence of the rules of

evidence necessary in the courts,
an arbitration hearing is much
more informal, allowing the pa-
tient and physician to openly dis-
cuss whether or not the suit

resulted from negligence on the
part of the health care provider.
• Because the hearings are con-

ducted privately, the entire arbitra-
tion process is much less expen-
sive than if the case were to go
through the courts. Costs for arbi-
trators for medical malpractice
range from $300 to $1,000.

More important than cost and
duration, however, is that arbitrat-
ing product liability claims could
lead to more accurate decisions,
suggests Victor Schwartz, the
chairman of the Commerce

Department's interagency task
force on product liability.

A smaller group, with at least
one expert on the panel able to
grapple with the complexities of
the subject, increases the chance
for an accurate, on-the-mark deci-
sion, Mr. Schwartz maintains.

The presence of the expert who
can sort through the technical
details is especially important in
product liability cases, Mr.
Schwartz emphasized. He cited the
recent product liability lawsuits
generated by the recent crash of
the American Airlines DC 10 in C hi-

cago to illustrate his point.
"There's been quite a lot of talk

of pylon fittings on the DC10, but
I'm quite sure there are very few
people who really understand any-
thing about pylon fittings, much
less how a pylon fitting actually
works," Mr. Schwartz noted.

Seasoned arbitrators with

knowledge of the subject should
be less affected by a case's emo-

tional aspects, especially by the
claimant with the broken leg or
severed limb, he said. The panel of
experienced arbitrators also

should be less likely swayed by the
attorneys' artistry, remarked Mr.

Schwartz, who before joining the
Commerce Department served as a
law professor and trial lawyer.

Speaking from experience, Mr.
Schwartz said a problem with
product liability cases being heard
in the courts is that words are often

used to persuade and are not al-
ways based on fact "You need a
person making a decision on a
product liability case that can
pierce through the artistry more
quickly and make an informed de-
cision," he noted adamantly.

The informality of arbitration
may lead to more informed deci-

sions, Mr. Schwartz said. "Since an
arbitration hearing is privately
held, manufacturers might discuss
design processes and manufac-
turing processes more freely," he
added. "This alone can lead to the

real facts."

But arbitration, in the eyes of the

Commerce Department as well as
in the eyes of those who have been

involved in medical malpractice ar-
bitration, has its shortcomings.

Inthecaseofproductliabilityar-
bitration, the Commerce Depart-
ment fears that numerous appeals
could be filed on decisions reached

in non-binding arbitration. A sue-
cession o f appeals could mean that

ultimately arbitration could be
more expensive than if the case

had gone directly through the
courts, Mr. Schwartz explained.

The Commerce Department
thinks it has devised a method of

preventing the frivolous appeal. In
the revised version of the model

product liability bill to be released
shortly, the Commerce Depart-
ment again proposes that the per-

son filing the appeal bear the cost.
Another safeguard in the revised
model bill is that a jury hearing an
appeal can be told the decision
reached by the arbitration panel,
which is not currently the case in
arbitration. •



WE EXPECT
OURINSURANCE CARRIER

TO BE ABLE TO
COPE WITH CHANGE

CONSTANTE'
** Ken Chicoine, Risk Manager

WAUSAU STORY

A A enasha Corporation has had
1V1 a long relationship with
Employers Insurance of Wausau,
going back to the days when this
policyholder was called the
Menasha Wooden Ware Company
and produced wooden tubs and
buckets.

As times changed, the
company was quick to react to
the needs of its customers.

Today, Menasha Corporation is a
multi-million dollar company in
land and timber, paperboard,
containers and plastics.

Menasha Corporat cn is a leading produce, of
distinctively-styled packaging for a wide ia-iety
of products.

Menasha's Risk 9
Manager says,
"Our association

with Employers
of Wausau has

Menasha CoTporation

Foregrourd Ken Chicoine. At desk, Employers Insurance
sales representative, Lorir Heimerl.

been steady and constant. While
we've gone to the market' many
times to test the value of our

insurance carrier, we've always
stayed with Employers. We've
assigned four lines of business
insurance to them and their work
in loss control stands out like a

big beacon. In the past five years
our mutual efforts have been

especially productive."

'' he Menasha Corporationconsolidated its workers'

compensation coverage with us in
January, 1977 and went on a
retrospective rating plan. With
both partners bearing down hard
on loss avoidance, the
polieyholder was able to cut this
insurance cost in half,

Left to right Don Ryder, Safety Consultant,
Employers Insurance ant Atlen Stinchfielt, Vice
President, '_and and Timber, Menasha Co:poration, on
policyholder s land near NoMb Bend, Oregon.

4

ichard Johnson, President of
the policyholder company,

says, "The reason Menasha
Corporation is in business

today is because of our
being able to adapt to

changing conditions. We
appreciate that same
quality in our business
insurance carrier."

X fl

Menasha Corporation President
Richard L. Johnson

olvingproblems of
loss control

in a changing
world is a big part
of our job at Employers
Insurance. And when we find an

energetic and conscientious
partner like Menasha
Corporation, we feel very
confident about being effective.
We want to make business

insurance work for a living.
That's the Wausau Story.

Come to the source

®

Employers Insurance of Wausau
Wausau Insurance Companies
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FASB reporting rules forpension

plans will create "uncalled for"
paperwork, argues Ken Keene of
Johnson & Higgins.

Pension fund reporting rules
to cloud assets: Consultants

By ELLIS SIMON

NEW YORK-The Financial Ac-

counting Standards Board has
made significant improvements in
the proposed rules governing ac-
counting for pension and benefit
plans over the initial draft, say em-
ploye benefit consultants· who still
find serious shortcomings with
what the FASB wants to mandate.

The chief criticism is that the'

methods the FASB suggests for

disclosing pension assets available
to pay promised benefits will be ut-
terly confusing to creditors, ir_ves-

tors and plan beneficiaries.
The whole purpose of issuing

rules on disclosure and accounting

for benefit plan assets is to make

better uniform information avail-

aole onthe levels offunding ofpen-
s_on plans, which now use a wide

variety of different bookkeeping
and actuarial methods to deter-

mine funded and unfunded liabili-

ties.

Whatever the FASB ultimately
comes up with isn't likely to affect

pension plan funding or design,
however, consultants conclude.

The FASB's revised. proposals
would require annual financial
statements of pension plans to 'in-
clude information on assets avail-

able for benefits, changes in those
asset levels during the year, the ac-
tuarial present value of accumula-
ted plan benefits and the impact on

those values of factors affecting
year-to-year changes.

Revised proposed rules were re-
leased by the FASB in late July. If
approved, they would be effective
in fiscal years beginning after Dec.
15, 1979 (BI, Aug. 6). The account-
ing body is accepting written com-
ments on the proposals through
Sept. 21.

"They've come a long way from
the original draft in producing a
statement o f substance that stands

the best chance of being meaning-
ful," said Leonard Mactas, a part-
ner with Kwasha Lipton o f Engle-
wood Cliffs, N.J.

Annual changes in benefit valua-
tions, however, which the FASB

appears to require if the proposals

f
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are interpreted strictly, would only
confuse anyone analyzing a pen-
sion plan's ability to pay benefits,
he believes.

The FASB thinks pension plan
assets should be stated at current

market value, but fluctuations in
the market value of investments

from year to year hide the actual
growth in assets over the long
term, Mr. Mactas contends. He pre-
fers to work on the basis of a five-

year market average, while other
actuaries use book value o f invest-

ments as the basis for determining
a plan's ability to pay future bene-
fits.

If the FASB's market value basis

prevails, it will defeat the objective
of having the plan statement re-
fleet the overall ability of a plan to
pay future benefits, Mr. Mactas
worries.

Another objection consultants
have is that the FASB wants pen-
sion plan sponsors to value assets
at the end of each year to reflect
interest rates at that time, rather
than use a long term assumption of
interest rates like they usually do
now.

Interest rate variations from year
to year could result in a "roller
coaster" effect, said Barnet N.
Berin, director of professional
standards at William M. Mercer

Inc. in New York.

"One year, unfunded liabilities
would look as if they're in control,"

said Johnson & Higgins senior vp
Kenneth H. Keene. "The next year,
a change in interest rates could re-
sult in unfunded liabilities ap-
pearing to be skyrocketing"

FASB should permit use of the
same interest rate as the assump-
tion used by actuaries to calculate
contributions needed to meet a

pension plan's obligations, Mr.
Keene added. Actuaries rarely
change their interest rate assump-
tions and do so only to reflect
changes in long term trends, he
said.

Although it is possible for a plan
statement to use the actuary's as-
sumed interest rate, it could be chal-
lenged by an accountant. The ac-
countant has the weapon of qual-
ifying his approval of the plan re-
port, Mr. Keene continued.

But not all actuaries interpret the
proposed FASB rules to require
u se of current interest rates in eval-

uating plan assets. If a plan is to be
evaluated as an ongoing entity, it
should be possible to uselong term
interest rate assumptions that are
consistent with the way the plan is
being appraised, said Ron Bran-
nock, vp at Atlanta-based Til-
linghast, Nelson & Warren.

Use of current interest rates

would apply only ifthe valuation of
assets is being made for a plan ter-
mination, he thinks.

Although consultants don't ex-
pect FASB rules to influence pen-
sion plan funding or design, they
will help plan statement readers to
obtain a "picture over a given pe-
riod of time of how much progress
is being made toward funding plan
benefits," Mr. Mactas said.

A single year's statement won't

be of great value. but by looking at
the statements from year to year,
one can gauge whether assets are
growing faster or slower than anti-
cipated benefits, he explained.

Uniform reporting rules will re-
sult in a method for companies to
compare their levels of unfunded
liabilities, Tillinghast's Mr. Bran-
nock said.

Not all consultants see value in

the new rules. Mr. Keene called

them "one additional layer of pa-
perwork that seems unnecessary
and uncalled for."

The FASB requires little more
than what's already included in the
actuary's asset and liability valua-
tions in the 5500 reports filed annu-
ally with the Internal Revenue Ser-
vice and Department of Labor,
contends Evan Inhis, vp at Towers,
Perrin Forster & Crosby. •



HOW DO YOU KNOW IF
YOU HAVE THE RIGHT

FIDUCIARY LIABILITY POLICY ?

THE INSURANCE BUYER'S ERISA QUIZ
0 Does your policy limit coverage to persons defined as fiduciaries?
El Does your policy limit coverage to wrongfulacts of insureds only?
El Does your policy provide defense costs within the limits of liability?
0 Does your policy limit loss to damages by definition, and exdude non-pecuniaryclaims?

Il Does your policy by definition exclude employee benefits liability losses?
Il Does your policy include outside persons as insured fiduciaries?
C Does your policy contain a limited retroactive acts exclusion?
El Has your policy been purchased without the advice of competent legal counsel who

has rendered an opinion in writing as to which contract he felt offered the broadest
coverage?

If the answer to any of the above questions is
"Yes" the chances are you have probably pur-
chased the wrong policy. And the real problem
is that you will probably never know until you
have an uninsured loss.

How do you know you have the right fiduciary
liability policy? There's only one way-to com-
pare. Remember - all policies are not created
equaL While all contracts may appear to be
similar, there can be substantial differences in
their terms and conditions-differences which '
can be very significant -and costly. And, un-
fortunately, it's impossible to compare policies
without a thorough understanding of the law.
(ERISA)

The Professional Indemnity Agency, direct
Lloyd's correspondents, is one of the very few
insurance underwriters qualified to make sound
recommendations. Fiduciary liability coverage
is our business -our on& business. We under-
stand this is a difficult business -and we re-
fuse to take the easy way out. Combining a
Fiduciary Liability and a Directors and Offi-

cers Policy may serve the best interests of the
· insurance carrier and the broker, but it may
not serve your best interest because it may not
give your people the complete protection as
provided by the RI.A. form. The responsibil-
ities of persons covered under each policy are
quite different; in fact the law (ERISA) man-
dates this conflict. P.LA. does not deal directly
with insureds, but we will be happy to make
our facilities available to your agent or broker.
Before the enactment of ERISA, your sole re-
sponsibility was the guarding of corporate as-
sets. But now, because of this law, (ERISA)
you are faced with the tremendous additional
responsibility of protecting the personal as-
sets of your directors, officers and other em-
ployees. You've got to be sure. Youte got to
compare. You've got to talk to the experts ./.
NOW!

Professional Indemnity Agency, Inc.
Professional Intermediaries Associates, Inc.
110 East 59th Street

New York, NY. 10022
Tel (212) 421-2033 Telex 14-8435
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Proposed guidelines would hurt
both the N.Y. Free Trade Zone

and exchange, says John B.
Ricker of Continental Insurance

COS.

e

Insurers dispute rules to limit
direct risks to N.Y. exchange

By ELLIS SIMON

NEW YORK-At least three in-

surance companies as well as bro-
kers object to a proposed regula-

tion detailing the free trade zone
rejection process for risks before
the risks may be submitted to the
New York Insurance Exchange.

John B. Ricker, chairman of The
Continental Cos., and John Cox,

president of Insurance Co. of
North America, charged the pro-
posed regulation on interface be-
tween the exchange and New York
Free Trade Zone would harm both

markets. They made the charge in
letters addressed to Debra

Klugman, an attorney with Ameri-
can International Group which

was instrumental in preparing the
proposal regulation.

Allianz Insurance Co. president
Frank J. Raab told Business Insur-
ance he also opposes the regulation
as proposed by an ad hoc commit-
tee of free trade zone insurers. The

committee was chaired by AIG vp
and general counsel Patrick J. Fo-
ley.

The proposal creates different re-

jection procedures for the two
classes of risks eligible to be writ-
ten in the free trade zone: risks

generating premium in excess of
$100,000 for one class of insurance
and those included in a list of un-

usual risks contained in state in-

surance department regulation 86.

For the large premium risks, the

committee's majority position calls
for the risk to be rejected by five

free zone companies and three ad-
ditional companies recommended
by a committee of free trade zone
insurers. Unusual risks rejected by
three free trade zone insurers

would be eligible to market with
the exchange.

A minority position included in
the ad hoc committee's report sub-
rnitted to the insurance depart-
ment suggested five or three rejec-
tions on large premium risks and
five rejections on unusual risks.

Brokers opposed the proposed

measure, saying it would make
placement of risks in the insurance
exchange more difficult than in
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I fyou're like most people, you can as far
as the value of your property goes -
whether it's the things in your home, a fleet
ofjetliners or a heavy industrial plant. But
as a buyer of insurance, do you know
where to go forlowestpremiums pdssible?
When you need insurance, you need
DateandCompany.We will quote rates that
are not only competitive but probably
better than most. Dale people are experts in
assisting clients in the reduction oftneir

premiums because we consult on every
level involved. Our people have years of
solid experience in the business.Which
means we can provide each client
with the broadest coverage necessary.

Not incidentally, Dale and
Company is the largest public insur-

ance broker owned by Canadians.
Our client list reads like a

Who'sWho ofthe Canadian business

world.Daledoes itforthem.We candoitforyou.

Dale & CompanyUmited *
Insurance Brokers

Vancouver, Edmonton, Calgary, Winnipe* Toronto, Hamilton, London,

Windsor, Ottawa, Montreal, Halijax, St.John's, Corner Brook, Grand Falls.

Box 18,Toronto-Dominion Centre,Toronto, Ontario MSK 1B2.Telephone: (416) 366-4645

Lloyd's or other excess/surplus
markets (BI, Aug. 20).

The proposed regulation "ap-
pears to be a hindrance to the ex-
change and the free flow of direct
business," said Mr. Ricker of The
Continental Cos. "Many of the
same companies are in the free
zone as well as the exchange so it
seems duplication of effort, which
means extra expense.

"For New York to be a viable in-

surance center and international

market, there should be a free flow
of business in and out of the mar-

ket and let the business go to the
insurer of choice rather than fore-

ing it into certain channels."
The proposed regulations are "a

disservice to the zone" that "ulti-

mately will harm both the zone and
the exchange rather than promote
those markets as intended," con-
tended Mr. Cox of the Insurance

Co. of North America.

"Since there are no forms of in-

surance which can be written ex-

clusively in the zone and not out-
side, business which should be the
subject of the zone can easily find
its way into the exchange via rein-
surance without ever being seen by

the zone companies. This was not
the intent of the legislation."

Mr. Cox also noted that his com-

pany and AIG are the only markets
for several coverages written in the

free trade zone and the require-
ment o f five rejections from unaffi-
liated companies "makes little
sense."

The New York Department of In-
surance hasn't taken a position on
the regulation proposed by the ad
hoc committee. A department
spokeswoman said the proposal
was still under study, acknowledg-
ing the department has no sched-
ule for releasing a proposed regula-
tion or conducting hearings.

Insurers reported to support the
regulation as proposed by the ad
hoc committee include AIG, Atlan-
tic Cos., Utica Mutual, American
Reinsurance Co. and Crum & For-

ster, according to onesource on the
ad hoc committee.

Crum & Forster assistant vp
Robert Sullivan, a member of the
ad hoc committee, said the pro-
posed regulation would make
placement ofthe unusual risk class
easier in the exchange than the
excess/surplus markets since it
would require only three rejections
rather than the five required under
New York's excess/surplus law.

The proposed regulation intends
to give free trade zone companies a
look at the business and makes the

zone more viable as a market for

direct business, he maintained. •

Security group
elects directors
- WASHINGTON-The American

Society for Industrial Security has
elected seven directors for three-

year terms beginning Jan. 1, 1980:
John V. Clark, director of secu-

rity and fire preventiou with the
Boeing Co. in Seattle; Robert H.
Cobbs, manager o f industrial seeu-
rity for Aerojet Manufacturing Co.
in Fullerton, Calif.; Gordon W. Ket-
tler, associate director for plant se-
curity activities for General Motors
in Detroit; Dennis A. Noggle, di-

rector of corporate security for
Kimberly-Clark Corp. in Neenah,
Wis.; Alexander Smart, security
consultant for Royal Dutch Shell
Group in London; John J. Thomp-
son, plant protection division of
Lockheed Georgia Co. in Marietta,
Ga.,and Louis A. Tyska, corporate
security manager for Times Corp.
in Waterbury, Conn.

ASIS, whose members are pro-
fessional security managers, is the
largest organized group in the se-
curity profession. Its members are
primarily responsible for the devel-
opment of systems and measures
to prevent unlawful acts against in-
formation, persons and property of
their organizations.
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GM's tough pro posal to UAW
asks health benefits freeze

By JOHN MAES

DETROIT-General Motors

Corp. has proposed a freeze on new
health care benefits and a delay in
benefit eligibility in a tough stance
on the United Auto Workers' con-

tract demands.

The firm told the union the bene-

fit freeze, along with economy
measures targeting health care
costs, is vital, indicating that GM
will take a hard line on bargaining
items this year.

UAW vp Irving Bluestone re-
sponded that GM was not fulfilling
its obligations in the collective bar-
gaining process with the statement
because it didn't contain economic

proposals.

Contracts won by the auto
workers frequently set the pace for
demands by other unions. So, too,
GM's stance in this year's bargain-
ing indicates growing concern in
corporations over benefit inflation
and the need for cost controls.

GM pointed out in its 22-page
statement that controlling benefit
plan costs is a "critical issue" that
must be addressed in this year's
contract talks. The costs of pen-
sions, insurance and supplemental
unemployment funds alone have
more than doubled every five years
since 1963, the statement said.

Benefit costs in 1978 were more

than $2.4 billion, an all-time record
GM noted. "The cost per employe
for these benefits alone has in

creased from about $675 in 1963 to
morethan $5,100 in 1978," GMsaid
"Employes make no contributions
for these benefits."

GM proposed a moratorium on
new health care benefits until cur

rent costs are brought under con
trol, adding that both sides should
explore "all approaches" that may
prove effective in holding down
costs without detracting from the
quality of benefits.

GM proposed:

• Exploring"redesigning" plans
so the most effective and least ex

pensive health care services are
utilized.

• Reevaluating specific benefits
in terms of "cost and quality."
• Expanding studies on benefit

plan usage, pre-admission testing
areawide health care planning and
second opinions for elective sur
gery.
• Increased promotion by both

automakers and the union of

health maintenance organizations
and similar health care organiza
tions.

At GM, health insurance costs

per hourly employe have jumped
to $2,210 annually in 1978, from
$1,038 in 1973, reflecting higher
prices for health care services and
increases in the number ofretirees

But the jump of more than 100% in
five years is also because of plan
improvements' such as dental and
vision care.

GM did not request that the auto

workers consider cost-sharing in
benefit items. At a collective bar

gaining conference here in April,
union president Douglas A. Fraser
said the Big Three auto companies
would risk a strike if they made
such a demand.

GM, however, wants to eliminate
what it considers duplication of
benefits in group life and disability
insurance it says contributed to
high costs. The company proposed
that sickness and accident benefits
be cut in half when a worker's dis

ability insurance benefits are in ef
feet.

"When a GM assembler receives
sickness and accident benefits and

(disability insurance benefits) at
the same time, the total exceeds his
straight time take home pay while

working, thereby creating an eco-
nomic disincentive for the em-

ploye to return to work," GM said.
Life insurance payouts for -otal

disability should also be elimi-
nated because they duplicate costs
for the company, considering that
a permanently disabled GM em-
ploye already receives Social Secu-
rity benefits, disability insurance
benefits and GM disability pension
and extended disability benefits,
according to the company.

In another benefit issue, GM sug-
gested that the full range of em-
ploye benefits be extended only to
longer-service workers and that
full programs not be made opera-
tional until an employe has been on
the job for a "reasonable period."
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Of 63,000 employes with GM dur-
ing 1978, more than 18,COO were no
longer on the payroll by year's end,
according to the statement. Still,
the company is forced to pay a
'high cost" for wages and benefits
for such workers, "over one-fourth
of whom do not remain with GM
for even a year,:' GM said.

To counter the problem, GM said
eligibility for sickness and acci-
dent benefits should be delayed
and held to a lower level than for

long-term employes for a ' 'reason-
able period thereater." In addi-
tion, eligibility for hospital, surgi-
cal, medical and drug c overages
should be delayed, then phased in
for new employes. Dental and vi-

sion coverage should be provided
only after the full range ofhospital,
surgical, medical and drug benefits
are in € ffect.

On pensions, GM said it recog-
nizes the UAW's intent to receive

inflation protection for retired
workers and indicated it hopes to
reach : "fair and reasonable" set-

tlement of the issue. But GM also

pointed out that the union should
realize fat auto industry employes
"have been virtually without peer"
in plan improvements since pen-
sions were first won by the union in
1950.

Many employes are collecting
workers comensation and · full
pension benefits at the same time
and this cost duplication should be
eliminated, GM said. During the
first five years of the current six-
year pension agreement, GM alone
has paid more than $68 million in
workers compensationto its Michi-
gan retirees who were also reeeiv-

ing full pensions each month. At
present, GM pays almost half of its

workers compensation to Michi-
gan retirees as compared with
1961, when it paid only 4%.

Courts are ruling such pension
offsets are illegal (BI, Aug. 20).

"The duplication of workers
compensation and GM pension
benefits should be of equal con-
cern to the union because it repre-
sents improper use of benefit dol-
lars," GM said. "Pension benefits
are intended to provide income for
employes who no longer work be-
cause they have retired from the
work force. Workers compensation
benefits are intended to replace
wages lost as a result of an occupa-
tional disability. The employe
should not receive payment from
GM twice for the same absence."

Cost problems with supplemen-
tal unemployment benefits should
also be addressed during negotia-
tions, GM said. Among its pro-
posals to deal with the problem
were modifying credit union can-
cellation table levels so the SUB

fund would be protected. •
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Congress unlikely to act on insurance bills
By JERRY GEISEL

WASHINGTON-Efforts to en-

act a national health insurance

plan, revamp the pension reform

law, impose new reporting and dis-
closure standards for public pen-

sion plans and require the states to
adopt minimum federal standards
for workers compensation pro-
grams will be the likely victims
of a Congressional time crunch,
most Washington observers
agree.

A Congress preoccupied by the
upcoming presidential conven-
tions and national election is un-

likely to enact any comprehensive
benefits or insurance-related legis-
lation before year-end, they say.

The time pressures resulting
from an abbreviated session of

Congress "pose-some serious con-

siderations as to whether time will
permit for the passage of any com-
prehensive legislation," noted
George Pantos, counsel for ERIC, a
benefits lobbying group represent-
ing most of the nation's 100 largest
corporations.

However, less controversial
legislation-removing the burden
on small employers of Occupa-
tional Safety and Health Adminis-
tration inspections, permitting tax
deductions for employe contribu-
tions to corporate pension plans
and changing the federal benefit
guarantees for multiemployer pen-
sion plans-stands a much better
chance for passage.

The first session of the 96th con-

gress was characterized by what
seemed like almost weekly intro-
ductions of new national health in-

surance plans-the most signifi-

cant being proposals by Sen.
Edward Kennedy (D-Mass.) and
President Carter. But the lack of a
consensus on what is the best ap-
proach to national health insur-
ance makes it doubtful that any of
the NHI proposals will pass Con-
gress, says Mike Romig, director of
employebenefits atthe U.S. Charn-
ber of Commerce.

Pension plan sponsors have been
closely watching the progress of
Sen. Harrison Williams (D-N.J.)
and Sen. Jacob Javits's bill (S.209)
to overhaul ERISA. The bill, which
would drop some reporting re-
quirements, establish a single fed-
eral pension agency and.give tax
credits for small employers who
start new pension plans, easily
cleared the Senate Labor and Hu-
man Resources Committee.
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In reviewing health care coverage, a lot
of executives make a false assumption that
health care costs will be the same no matter
who the carrier is. After all, the same people will
get sick and incur.the same costs. The only
variable is what the carrier charges for admin-
istering the program.

THE EXPENSIVE ASSUMPTION.
Thatkind of thinking can be very expensive.

Because health care costs are not afixed amount.
If a carrier simply assumes risk and pays

bills, there's no control over the really big part of
your cost: the benefit costs. You see, the cost
of health care coverage isactually twocosts. The
cost of benefits. And the retention costs (every-
thing from risk charges and administrative costs
to reserves). By controlling your major health
care expense, the cost of benefits, you can get
more for your health care dollar.

PENNY WISE, POUND WISE.
Benefit costs continue

#.#9 to rise. They're where most
of your health care coverage

51«15-j dollar goes. Controlling
L71 benefit costs can have a real

impact on your bottom line.
LESS THAN 10% Which is why Blue Cross and
OF¥OUR HEAUH CARE Blue Shield Plans are so
DOLLAR GOES TO committed tocontaining them.
RETENTION COSTS

THE NIA,OR PART

COVERS BENEm COSTS

r

But the bill now seems dead. "By
and large I don't think there is
widespread, broadly based sup-
port from various groups for all the
provisions in the bill," says ERIC's
Mr. Pantos. "There is more of a dis-

position to wait and see what Presi-
dent Carter's cornmission on pen-
sion policy will come up with in the
way of a comprehensive look
rather than amending this and
amending that."

Insteadof passing sweeping pen-
sion reform legislation, Congress is
more favorably disposed to enact-
ing measures that would permit
employes tax deductions for their
contributions to corporate pension
plans.

In the Senate, two.key employe
tax deductions for pension plan
contributions have been intro-

duced. One bill, proposed.by Sen.

And they're the only ones whose scope and
method of operations are broad enough to deal
with the problem effedively.

IT'S ALREADY WORKING.
For example, Blue Cross and Blue Shield

Plans often set up special arrangements with
hospitals and physician agreements that
establish rates that are actually lowerthan those
paid by other carriers.

Programs like out-patient diagnostic,
same-day surgery, and extended home care have
helped cut the average hospital stay of our
subscribers by as much as one full day. And
saved $1,250,000,000 last year alone.

So before you make a decision about your
group's coverage, contact your Blue Cross and
Blue Shield Plan Marketing Representative.
Or write Blue Cross and Blue Shield Associa-
tions, Box 8008, Chicago, IL 60680, for the free
booklet: "The Most Effective Health Care
Protection For Your Employees:'

Otherwise, saving a little money could
end up being very expensive.

Blue Shield®·
Blue Cross®

HELPING CONTROL ALLYOUR COSTS.

Williams and Javits, would allow
employes to deduct up to $1,000 an-
nually for pension plan contribu-
tions, while another bill by Sen.
Lloyd Bentsen (D-Texas) would
permit employes annual tax de-
ductions of up to $1,500.

While the tax .deductions mea-
sures enjoy support from business
as well as employe lobbying
groups, the proposals probably
lack enough support to pass as sep-
arate legislation, observers say. As
a result, a pension tax deduction
measure would probably have to
be tacked onto the tax cut bill Con-
gress may consider in order for it to
have a chance at passage, observes
David-Allen, Sen. Bentsen's aide.

Also this fall, Rep. John Erlen-
born (R-Ill.) and Rep. Frank
Thompson (D-N.J.) will introduce
legislation to establish reporting,
disclosure and fiduciary guidelines
forthe nation's 7,000 state andlocal
pension plans.

Unlike ERISA, which only cov-
ers private plans, the public plans
bill (PERISA) will not set vesting
and participation standards for
pension plans. Instead an advisory
council most likely would be set up
to hammer out voluntary guide-
lines for vesting and participation.

PERISA, though, will establish
reporting and disclosure stan-
dards. Plans in states that adopt
these federal standards only would
be required to file their annual re-
ports with the appropriate state
agency. However, public plans in
states that lack reporting and dis-
closure requirements would have
to file annual reports with the fed-
eral government.

A similar bill introduced late last
year drew fire from some public of-
ficials who fear the measure would
raise their pension costs. In view of
this opposition, the new PERISA
bill faces an uncertain future.
Aides who are working on the bill
back off from making predictions
about the measure's chances.

Inthe fall, fourHouse and Senate
committees will resume consider-
ation of the Pension Benefit Guar-

anty Corp.'s long term solution for
guaranteeing benefits of collapsing
multiemployer pension plans.

Under ·PBGC's proposal, pre-
miums the agency charges for ter-
mination insurance for multiem-

ployer plans would be boosted
gradually over a five-year period
until they hit $2.60 per participant
annually. The current premium is
$1 per participant.

In addition, participants of ter-
Continued on next page

The
$55.8 million
difference
in Texas
workers'

comp coverage.
$55.8 million - that's how much

we returned to our workers'

compensation policyholders in
1978 alone through dividends,
premium discounts, and
retrospective returns. Those
savings have convinced many
companies to separate their
Texas coverage from their national
workers' compensation plans.
It's worth a phone call to learn
about the $55.8 million
difference in Texas workers'

comp coverage. Call us
at 214/653-8100. Ask for National
Accounts.

Texas ErnPLoveRs,

 InsumanceASSOCIaTIon

P. 0. Box 2759

Dallas, Texas 75221

Employers Insurance of Texas:
Texas Employers· insurance Assn.
Employers National Insurance Co.
Employers Casualty Co.
Employers National Life Insurance Co.
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FACILITIES AVAILABLE

TO AGENTS & BROKERS OF MEMBER COMPANIES

MUTUAL MARINE OFFICE, INC.
100 PARK AVENUE, NEW YORK, N.Y. 10017 • 212 953-0580

General Managers
NEW YORK MARINE INSURANCE CO.

ARKWRIGHT-BOSTON INSURANCE COMPANY

ARKWRIGHT-BOSTON MANUFACTURERS MUTUAL

INS. COMPANY.

EMCASCO INSURANCE COMPANY

EMPLOYERS MUTUAL CASUALTY COMPANY

GRAPHIC ARTS MUTUAL INSURANCE COMPANY

Marine Managers

LUMBER MUTUAL INSURANCE CO.

MERCHANTS MUTUAL INSURANCE COMPANY

MUTUAL FIRE, MARINE & INLAND INS. CO.
NEW HAMPSHIRE MERCHANTS INSURANCE COMPANY

UNION MUTUAL INS. CO. OF PROVIDENCE

UTICA MUTUAL INSURANCE COMPANY

Insurance bills...
Continued from previous page
minating multiemployer plans
would be guaranteed 100% of the
first $5 per month per year in
vested benefits and 60% ofthe next

$15 per month per year in vested
benefits. Currently, the PBGC has
discretionary authority to pay
monthly benefits of up to $1,076.83
to participants ofa folded multiem-
ployer plan.

The new benefit guarantees
would effectively limit PBGC's
maximum monthly payout to be-
tween $500 and $600, though most
payouts would be expected to be
much lower.

For example, under the service-
related formula, PBGC would pro-
vide a benefit of $350 permonth for
a participant with 25 years of ser-
vice and $462 per month for a par-
ticipant with 33 years of service.

The rate hike and the reduction

HAN STAR:
SEEING IS BELIEVING.

HANSTAR is John Hancock's computerized group accident and health claim payment system. A proven
system that's so advanced, you need to see it in action to understand all it can do for you.

First, you'll see how HANSTAR saves yourcompanytime. With ournational on-linesystem, we can
answer policy and claim questions immediately, even if your company has regional divisions. Second,
HANSTAR is accurate. It has built-in controls that reject invalid information and claims duplication. And
it automatically calculates benefits, including reasonable and customary charges, and assures uniformity
of contract application with maximum claim cost containment effectiveness.

Popularity with employees is another key HANSTAR feature. Employees appreciate the fast response
and the complete Explanation of Benefits, or HANSTAR-generated letter, clearly detailing the disposition
of the claim.

Reports on claim frequency, utilization and plan
adequacy are available to assist you in considering
appropriate plan revisions.

HANSTAR's flexibility in claim administration extends (/ Mutual

to the full spectrum of fully insured, MPA and ASO plans. Life Insurance

See what HANSTAR can do for you. Call Paul H. Gregg, Company
Vice President, at (617) 421-6205 and ask for a HANSTAR
demonstration. Seeing is believing. Boston, Mass.

in guaranteed benefits are part of
an effort to ensure the PBGC has

sufficient assets to pay benefits for
the expected rash of terminations
of multiemployer pension plans.

A PBGC study found that about
2% of all multiemployer plans are
experiencing "extreme financial
hardship" and have a "high poten-
tial" for termination in the next

five years.

How fast Congress will act on the
PBGC's recommendations is un-

clear. The sheer complexity of the
proposals rules out quick action,

says Mr. Romig of the U.S. Cham-
ber of Commerce. If the proposals
get bottled up in committee, Con-
gress could approve yet another
delay for the time PBGC must
begin to guarantee benefits of
multiemployer plans. Mandatory
coverage is now set to begin
May 1, 1980.

Last spring, the Carter Adminis-
tration, with much fanfare, said it
supported federal minimum stan-
dards for state workers compensa-
tion programs, an idea that Sens.
Williams and Javits proposed ear-
lier this year (S. 420).

At congressional hearings on the

Williams-Javits bill (BI, April 16),
Secretary of Labor Ray Marshall
said representatives from his de-
partment and the Labor and Hu-
man Resources Committee would

meet to hammer out a federal mini-

mum standards bill the Adminis-

tration could endorse.

But the negotiations collapsed
this spring and further progress
seems unlikely. "The Administra-
tion does not consider federal min-

imum standards for workers com-

pensation a high priority issue," a
government source told Business
Insurance.

In an issue important to small
business, the Senate is expected to
approve House-backed legislation
that would shield 90% of employ-
ers with less than 11 employes
from safety inspections by OSHA.

Elsewhere, a U.S. district court
here this fall is expected to hear ar-
guments in a lawsuit filed by two
major Catholic organizations, who
contend the new pregna· cy bene-
fits law is unconstitutional by re-
quiring employers to provide sick
leave for employes who have abor-
tions and to pay the costs of some
of those abortions.

The U.S. Catholic Conference

and the National Conference of

Catholic Bishops argue in their suit
that the pregnancy law violates the
-free exercise rights" ofemployers
who object to abortion by compel-
ling them to pay for a practice in
which they have a "grave and pro-
found abhorrence."

Arguments in the case had been
set for an Aug. 13 hearing in U.S.
district court Judge John Pratt's
chambers, but the hearing was
postponed to give the government
more time to prepare its case. A
new hearing probably will be held
later in the fall, a spokesman for

Judge Pratt said. •

Oil pollution
policy offered

DALLAS-A new third-party lia-
bility policy covering pollution,
seepage and containment of acci-
dents is being offered to petroleum
firms by Swett & Crawford here.

The policy, developed in cooper-
ation with London underwriters,

insures up to a $50 million limit
with a $50,000 deductible. It covers
bodily injury and property dam-
age; the cost of removing, cleaning
or nullifying contaminating sub-
stances, and defense costs.

The firm also offers a cost-of-

control policy which reimburses
policyholders for expenses in-
curred in regaining control of oil or
gas wells out of control. •
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We're Crawford and Company. find us at your service in our brand

And in case you haven't noticed, new 87,000 square foot office build-
we vegrown quitabitoverthe years. ing herein Atlanta.

Today wehave over 4,000·highly Bui that's not the only place youll
tmined employees keeping the lines find us In fact, wemaybealotbigger
of communication open to all our than you think we are Because over
clients. So we can immediately re- the years weve added luster to our
spond to their varied self-insured or name with expansion to over 700
insured needs with efficiency and . offices nationwide.
dispatch. Contact C.C. Lefier Senior Vice

And we've kept up with the com- President-Marketing. Call
plexities ofmtoday s Risk Managers' 1-800-241-2541 or write Crawford
world.Our expertly programmed . and C6mpan¥ P.O. Box 5047,
computers, for-example, are kept Atlanta Georgia 30302.
constantly at work handling such
things as sophisticated Loss Runs, *milmilialt- -*I'lliillill'll/:95253-Zilillilillililimp'.-

Trust Fund Recaps, and Loss Cause
Analysis Reports pluscontinuously CRy*VFORD
monitoring accounts.
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ment to expert account supervision CONISNY
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handling claims. .#9..IFFS#dill

No doubt about it.We're well
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editorial opinions- letters_ -
Business Insurance welcomes letters from its readers. Please keep Vour

Insurers' free speech comments as briefas possible and we reserve the nght to edit or shorten
letters for clanty or space Please send your comments to Letters to the
Editor. Business Insurance, 740 N Rush St, Chicago, Ill 60611

FORTUNATELY, the liability insur- jects the rights ofindividuals. Even the ads Management problem Arthur J Gallagher & Co has
ance industry is being vindicated. Sev- appealing to junes contaln valuable state- been in the forefront of self-

To the editor Your editorial m insurance, self-funded employe
eral attempts by trial lawyers to muzzle in- ments on matters of public interest, the the Aug 6 issue' on the role of the benefits, negotiated commissions
surers have failed. court said. risk manager, "Title without and broker services on a fee basis

We've been as outspoken as anybody A second case came to a similar close in Teeth," bears on a Serious manage- alone Winmng in keen compet-
ment problem tion with our peers E incontrovert-

about some of the opinions being dis- early July when a suit entitled Quinn vs. In an organization, there should 1ble proof that m addition to our
seminated by msurers fearful of trends in Aetna Life & Casualty was thrown out on be an executive with responsibility innovations, performance and pro-
personal injury litigation, particularly the grounds there wasn't a valid cause of for systems safety analyses and fessionalism, the price is also right'

with concomitant authority for im- If we know our business, if we
when stories about"the lawn mower case" action. A New York federal district court

plementing the findings of the understand risk-taking, if we have
were spread far and wide. Indeed, that il- judge said the jury tampering charge in analyses Striking examples of the done our homework, it is correct
lustration of the miscarriage of tort liabil- this case was "highly speculative" and that lack of authoritative safety man- thatwe can, and frequently do, pro-

agement can be found in the pose a price to underwriters-
1ty Justice never occurred, and we said so. Aetna's advocacy campaign discussing wreckage ofthe DC10 and at Three usually lower than our competi-

Nonetheless, insurance companies problems with the U.S.'s tort liability sys- Mile Island tion, frequently less than the
launched some extremely worthwhile ad- tem doesn't deprive anyone of a fair trial When the engine tore from the underwriter's own price

left wing upon takeoff at Chicago, Only occasionally-anticipatingvertising campaigns at the height o f what Three cases are stlll pendmg in which control lines were severed and the a difficult next year for a hard-to-
w ere being terrned at the time the product Aetna is involved-one in Connecticut su- slats on the left wing retracted place risk-may we contribute to
liability and the medical malpractice perlor court against Crum & Forster in With unbalanced lift on the right the budgetary management of a

wing, the airplane went into an ex- customer, by keeping his insur-crises. The ads have run almost contin- which Aetna is also a defendant, one in
treme left bank and crashed The ance expense manageable and

uously in the major national media for superior court in Rowan County, N.C., and two other wide-body designs have avoiding volatile price swings
well over a year now. They've been eye- the third in federal district court in Grand safety elements designed into through leveling the ongoing costs

them preventing asymmetrical slat In such circumstance, negotiat-catching, hard hitting and have attempted Rapids, Mich. All three are personal injury configuration ing for a slightly higher current
to educate the public about the costs of cases in which the plaintiffs contend thelr At the design firm for the Three price to amellorate or avoid a later
litigation, the costs to society ofenormous chandes of fair trials are diminished by the Mile Island reactor, two engineers catastrophic one is, of course, in

warned management well before our client's best interest and al-personal Injury awards and the econorrucs impact o f the ad campaigns. the accident that certain proce- ways with his full knowledge
of how the costs of rising insurance rates People are surely better informed as a dures, if not corrected, would lead Robert E. Gallagher

are spread over the entire consuming pub- result of the insurers' ad campaigns. Let's to Just such an event as took place President, Arthur J Gallagher &
lic. hope they realize clearly that the costs o f

Management did not act on the Co, Rolling Meadows, Ill
warning

The ads drew blood almost instantly. lawsuits and million-dollar awards are go- In the investigations and hear-
Personaf 1Ajury trial lawyers, positioning ing to come right back home to roost. Let's ings underway for these two disas. Late profi le
themselves for some great publicity and hope, too, that the tendency of the past 10 ters, federal standards and regula- To the editor' For whatever rea-

tions are oft-mentioned It is inter- son, we did not submit figures to
trying to fuel the fires over consumer prod- years to sue everybody in sight for every esting to note that while standards you for the Agent/Broker Profiles
uct safety even more, jumped into the fray one oflife's unpredictable injuries is on its and regulations take responsibility issue Aug 6 We would appreciate

from the designer, litigationarising if yOu would include our figures incharging the entire liability insurance way to extinction. out of claims goes straight to target your next issue since we were quite
industry-most prominently Aetna Life & Thank goodness for First Amendment the designer's corporation pleased with our progress

Casualty, Travelers Insurance Co., Crum protection against restramt offree speech Alan D. Morris, Dr. Eng., P.E. 1978 1979

Moms & Ward, Washington, D C Premium vol 89,000,000 $11,000,000

& Forster, Employers of Wausau and St. Usually the news media appeal for protec- Gross rev 1,362,844 1,660,470

Paul Fire & Marine Insurance Co.-with tion, and the issue of whether or not we A/B addendum Employes 32 35

Rev/employe 42,589 47,442
Offices 2 2illegal Jury tampering. like the news being printed shapes our To the editor Lamb, Little & Co

Henry J. Bodenheimer
Wilham P. Rutledge, a trial lawyer, filed views of whether or not reporters should did not appear in the Aug 6 Executive vp, Kessler-Boden-

the first such Suit in Lafayette, La., to re- be shielded from assaults launched by Agent/Broker Profiles issue be-
heimer Inc , New Orleanscause I did not receive a form to

strain insurers from running ads almed at those who don't want opposing views or complete for updating the mforma-
influencing public opinion. The federal bad news in the news. This time, the tables tion I have supplied every other More figures
district court dismissed the case June 8 in are turned, as business seeks protection of year

Compared with your Aug 7, To the editor We have read your
favor of all the defendants, noting that ltS right to speak out 1978, issue on page 80, the mforma_ Aug 6 issue and were surprised to
some ads Mr. Rutledge objected to didn't It matters not whether we agree with tion for 1978 would have been pre- find that our agency was not pro-

mium value of $13,200,000, gross
filed

even come close to appealing to juries. corporations. But we wouldn't deny them t evenue of $1,925,000,31 employes We were even more surprised to

Moreover, said the court, insurers have the the right to say what they want. IE the long and 92% commercial business read your article on page 112 and to

rightof freespeeh, WhicheXtends to paid rUn We'll all make better chol(:es as bUsl- (1977 premiums wiere $12 million, rmdouragency listedas one elect-
ads voicing the concerns and opinions of ness people and consumers, and be better with gross revenues of$1 8 million, ing not to profile We particularly

31 employes and 91% commercial did not care for your speculation
commercial enterprises the same as it pro- in formed citizens business ) that some agencies did not reveal

Under principal officers, all of volume figures because their busi-
ness has turned sour

the previously named parties
would have appeared but addition- For your information, here are

business insumnce the nattonal newsmagazine of ally we would also show Ken Mc- our results
loss prevention, rtsk jinancing and

Vickers and Tom Threlkeld as vps
1978 1977

emplove benefit management Premium vol $2,495,249 $1,875,387
We are one of Chicago's larger in- Gross rev 446,116 351.982
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Lawyers start Cardinal Casualty Co.

New insurer cuts product liability rates
By JACK THORNTON

CLEVELAND-Cardinal Casu-

alty Co., a new insurance company
with two lawyers among its
founders, has opened in suburban
Beachwood to write product liabil-
ity coverage for manufacturers and
distributors.

It is the first casualty insurer
founded in Ohio in about 20 years,
say principals of Cardinal, and it is
offering product liability coverage
at lower-than-usual rates.

Although the company intends
to also write comprehensive and

general liability coverage, about
90% of Cardinal's business since

the firm began attracting clients in
April has been product liability.
Most of it has been written for ma-

chine tool builders and distribu-

tors, two businesses that were
among the hardest hit by skyrock-
eting product liability premiums in
the rnid-1970s.

Cardinal is offering coverage for
machine tool companies at $3.50 to
$5.50 per $1,000 of annual sales.
Many tool companies have paid $6
to $10 per $1,000 and some builders
and sellers ofused machinery have

been unable to get coverage at any
price and have "gone bare."

The firm's prospectus says rates
and plans will be based on those of
the Insurance Services Office, the
largest rate-making organization in
the country. However, Cardinal
will adjust its premiums as much
as 25% more or less depending on
an applicant's prior loss experi-
ence and the size of the deductible,
andasmuchas 10%moreorlessfor

product quality control and com-
pany loss programs.

Cardinal is seeking companies
whose premiums will total $5,000
to $500,000 annually. Its principals
declined to discuss how much in-

surance the company has under-
written.

According to the prospectus,
Cardinal will limit loss for any sin-

Poll to study
pension plan,
savings link

WASHINGTON-President

Carter's commission on pension
policy, mapping out a blueprint for
policymakers on pension and re-
tirement issues, has awarded an
$890,000 contract to a Chicago re-
search firm to investigate and ana-
lyze the effect of Social Security,
pensions and other retirement
plans on private savings behavior.

Market Facts Inc. will conduct a

nationwide survey of 5,000 house-
holds linking work history, partici-
pation in pension plans and Social
Security, earnings, net worth and
family composition with personal
savings.

Information expected to be pin-
pointed by the household survey
data includes:

• A wide-ranging description of
pension coverage, plan character-
istics and their incidence in the

general population.
• A description of the composi-

tion of the population not covered
by pensions.
• The frequency of multi-

pension plan coverage.
• An analysis of the savings be-

havior of households covered by
pension plans and Social Security.
• The effects of higher pension

benefits on early retirement and a
measure of whether earlier

planned retirement encourages
Inore savings.

The survey is expected to be
completed by late next year. •

gle policyholder to a combined $1
million for personal injury and
property damage liability. Any loss
of more than $50,000 will be cov-
ered by reinsurance.

"Cardinal has automatic treaty
insurance with a limit of liability of
$1 million," said J. Patrick Phelan,
president of Cardinal's corporate
parent, Cardinal Investment Corp.
In addition, Cardinal Excess Inc., a
related firm, can provide excess
umbrella coverage above Car-
dinal's $1 million limit.

Mr. Phelan said Cardinal is han-

dling its own underwriting and has
reinsured "heavily" with the "lead-
ing reinsurance companies." He
declined to name them.

Although Ohio is one of the few

industrialized states that so far

have not passed legislation to re-

form product liability laws, "The
product liability business isn't all
that bad," said Cleveland attorney
Richard T. Reminger, one of
Cardinal's founders and secretary

of the parent company. His law
firm, Reminger & Reminger, is ac-
tive in defending corporations in
product liability suits.

"We saw an opportunity" be-
cause of the premium increases
and coverage cancellations, he
said. Ohio also is the third largest
market for product liability insur-
ance in the United States.

Cardinal so far has no competi-
tion, independent agents say, be-
cause no mgjor insurance company
is willing to write product liability

coverage at anywhere near Cardi-
nal's rates. The new company's
success, however, may change the

big insurers' minds or spur the for-
mation of other specialized insur-
ers.

One Cardinal agent, who re-

quested anonymity, added that set-
ting up shop in Ohio has an advan-
tage: the state has a monopoly on
workers compensation coverage,
so Cardinal doesn't have to offer it.

In any other state the company
would be expected to.

Cardinal Investment Corp. was
incorporated in September by Mr.
Reminger, Mr. Phelan and attorney
Joseph D. Sullivan of Calfee, Hal-
ter & Griswold of Cleveland. They
incorporated the insurance com-

pany in December and sold 47,000
shares o fstock early this year at $50
a share.

Mr. Reminger and Mr. Sullivan
own 6,000 shares of the parent
company's stock, Mr. Phelan owns
3,000 shares and the remainder was
sold to Ohio investors.

Mr. Phelan formerly was execu-
tive vp of Johnson & Higgins of
Ohio Inc. J&H's clients included

the Motch & Merryweather Ma-
chinery Co., a machine tool builder
and the nation's largest machine
tool distributor. Motch & Merry-
weather has not purchased insur-
ance from Cardinal.

Also on Cardinal's payroll are:
• Allan B. Palmer, vp, former vp

of casualty underwriting at J&H of
Ohio.

• Harold M. Richter, recently re-
tired regional manager in Cleve-
land for Aetna Casualty & Surety
CO.

• J. David Gillock, an eight-year
veteran of Aetna's Cleveland engi-
neering department. •
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Schools' risk pool aims for loss control
By CLIVE HALLETT

LOS ANGELES-When schools

were plagued by a rash of arsons,
the Schools Insurance Authority in
Sacramento quickly and methodi-
cally dug to the root of the prob-
lenn.

Its loss control committee rec-

ommended that the 17 member
school districts install intrusion

sensors, smoke and heat detectors
and other technical safeguards by
July 1980 to make their 300 build-
ings as arson-proof as possible.

All the districts are complying.
Some even arranged for live-in loss
prevention, offering low rents and
some free amenities to trailer dwel-

lers who would live on the school

sites and deter prospective fire-
bugs.

"We're not going to eliminate

losses but we can try to minimize
them," says Don Johnson, assis-
tant vp in Marsh & MeLennan's
Northern California office and

managing broker for the joint
powers group. When the protection
system is in place, the group can
consider substantially raising its
self-insured retention for fire risk,
he says.

The response to the arson threat
is characteristic ofthe SIA, a Sacra-
mento county school districts' pool
which has grown carefully yet
solidly since it was launched with
five members in 1974.

Now responsible for a combined
property insurance risk of $700
million for buildings and equip-
ment and a total annual risk man-

agement and insurance budget of
$5.4 million, the SIA has been eau-

tious in expanding coverage, selec-
tive about new members and pro-
fessional in loss control.

The SIA is also saving its North-
ern California school district mem-

bers a bundle on insurance costs

and providing some small districts
with insurance they could not oth-
erwise find in the commercial mar-

ket or couldn't afford at commer-

cial market prices.

While proud of its achievements
for its members, the SIA doesn't
harbor visions of big is necessarily
better.

"We don't want to grow too fast
or get too big without a good foun-
dation," says Joe Farrell, risk man-
ager of the Sacramento City Uni-
fied School District who is this

year's SIA president.
The group, which encompasses

school districts with enrollments

DO ONE THING
BEFORE YOU RECOMMEND
SELF= INSURANCE
TOYOUR MANAGEMENT.

ASK THE HOME GROUP
IF IT ALL ADDS UP.

You've done your homework. You
know your company's history of losses.
Where safety programs are working and
where they're not. The current costs for
Workers' Comp and other coverages. And
you've computed how your company's
cash flow position might be improved
with judicious risk retention.

The risk management professionals .
of The Home can tell you if it all adds
up. We provide a full scope of risk man-

agement services. This
c, ranges from providing

computer capabilities for
a quick and accurate

ranging from less than 200 to
45,000, is only now about to adver-
tise for its first full-time executive

director.

The idea for the SIA was

sparked-as with other public
agency pools-by the high pre-
miums and restricted coverages of
a tight insurance market.

Unlike most of the other joint
authorities of schools which have

mushroomed throughout the state
in recent years, the Sacramento
pool initially insured only prop-
erty. It added auto and general lia-
bility in 1975, moved into workers
compensation in 1977 and is con-
templating insuring employe bene-
fits.

Other groups of school districts
tended to concentrate solely on
workers compensation or make it a

analysis of your computations, to im-
plementing and servicing your program.
And in this era of shrinkingcapacity, we
can arrange for the layered insurance
required to make the whole proposition
work.

Make the last step in your self-
insurance evaluation your best step.
Consult with the risk managementspecial-
ists at The Home Group. Let them serve
as your risk management team.

lhe Home

Insurance Company
A City Investing Company

first building block toward a larger
program.

The SIA appears to be approach-
ing employe benefits as if it were
picking its way through a mine-
field. Mr. Johnson says the group
probably will consider health care,
group life, vision and other plans,
choosing one or two areas as exper-
iments before expanding fully into
employe benefits.

SIA school districts spend an av-
erage of more than $1,000 annually
per employe on employe benefits
for the 18,000 in the combined
work force.

The pool has crossed Sacra-
mento county lines to recruit some
members and may still add more
nearby districts to its ranks. But it

is reluctant to accept adherents
from too far afield, partly because
the distance would hinder commu-

nications.

The SIA could have doubled

membership from its 17 had it ac-
cepted all those who have applied
since it began. Some were rejected
because of poor loss records. "It
was amazing to find the school dis-
trict representatives becoming as
selective as underwriters," Mr.
Johnson says.

The loss control committee tries

to be a rigorous risk manager. The
committee-made up of represen-
tatives from each district and re-

porting to the SIA's governing
board-regularly sleuths through
school buildings to check that as
little as possible is left to chance.

To ensure the process doesn't get
too cozy, no inspector is responsi-
ble for scrutinizing his or her home
dehool district. A list of recom-

mended safety changes in any po-
tehtial hazard area-from the elec-

trical layout to the instructions on
fire extinguishers-is sent to the
principal of each inspected school.

The districts were too "compla-
cent" before the SIA, Mr. Farrell
says. "Now we are more aware of

every dollar spent and all of the
problems involved."

Major risks for the authority are
fires and vandalism, liability law-
suits and property thefts.

The school districts pool their
risks and buy commercial insur-

ance for the pool to varying levels
depending on the risk.

The pool self-insures property
losses up to $100,000, over a $5,000
deductible for each district. South-

ern Insurance Co. underwrites the

policy covering losses between
$100,000 and $2.5 million. Belle-
fonte Insurance Co. provides ex-
cess insurance to $10 million.

The pool also self-insures work-
ers compensation losses up to
$100,000. It buys an insurance pol-
icy from Employers Reinsurance
Corp. for losses o f up to $5 million
and another excess policy from As-
sociated International Insurance

Co. for losses over $5 million to $10
million.

The pool buys first dollar general

liability insurance. Farmers Insur-
Continued on nert page
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Specialists in New York State Disability Benefits

bucia
lin*urance €ompanp of Elmerica

The foremost underwriter of NYSDBL among
the industry's Top Ten.
Get our customized, experienced service

Compare our quotes:
Example: Under 50 lives 52.55 Male-$4.75 Female

Call(212)-687-7366/7 675 THIRD AVENUE, NEW YORK, N.Y. 10017

Schools' risk pool ...
small districts with limited re-

sources. But even the largest dis-
tricts have significantly whittled
down costs.

Mr. Johnson estimates that over-

all property and liability insurance
savings attributable to the SIA
stand at 30% or more. The workers

compensation plan is probably
trimming costs by more than 40%,
he says. And after receiving pre-
liminary figures, the SIA board is
hoping to declare a dividend soon
from the $500,000 workers com-
pensation fund.

Continued from previous page
ance Group is the primary insurer

to $500,000 and Granite State In-
surance Co., a member of the

American Internationl Group, is
the excess insurer to $25 million.

There are also variations on the

insurance arrangement for individ-
ual districts with poor loss experi-
ence. Three districts assume extra

deductibles before property insur-
ance written by Southern Insur-
ance Co. comes into play. One dis-
trict, for example, takes another
$200,000 deductible over the pool's
$100,000 self-insured retention.
These extra deductibles will be re-

moved when the districts imple-
ment loss prevention systems rec-
ommended by the loss control
committee.

The greatest savings on pre-
miums and improved services are
enjoyed by the personnel-starved

Announcing a new Direct, Admitted insurance facility-
both property and casualty-a new

multi-million dollar resource provided byThe Mead Corporation
-through the facilities of Patricia Fleischman, Inc.,

as Underwriting Manager.

abadmei-
U,derwriting Office:

Paticia Fleischman, Inc.
85 John Street

Suite 401

New York, N.Y. 10038

(2- 2) 962-3905
Telex 64-5426

Mr. Farrell proudly points to the
Natomas district in-Sacramento
County, the authority's smallest.
"Now where could they, or any
small business for that matter, buy
$25 million worth ofliability insur-
ance for under $1,000?" he asks.

Mr. Farrell says SIA districts

keep such minor standard busi-
ness as a boiler policy and fidelity
bonds with local brokers despite

the "tremendous amount of oppo-
sition" many of the brokers had
mounted against the pool.

"I think the mgjor brokers got
the jump on the little local bro-
kers," Mr. Farrell says. "The locals
could have put together a pool and
managed it along with the mAjors,
but instead they fought the idea."

The SIA has not self-insured lia-

bility risks because commercial in-
surance is currently available to
the pool at an attractive rate be-
cause of its large size. The group's
attitude will change if the figures
fluctuate to the pool's disadvan-
tage.

"We will change as the markets
develop and as the insurance in-

dustry changes," Mr. Farrell says.
"We hope we are going to continue
to be progressive.

"By now, the pool is a first-layer
insurance company in every sense
of the word."

Many member districts are suf-

fering declining enrollments like
institutions across the country as

the school-age population shrinks.
There are pressures to retrench by
cutting overhead, selling or leasing
buildings.

The SIA's Hayward district in
Alameda County will have 19,000
students next year compared with
30,000 in its peak attendance year
of 1965-66. "The reduction of cer-

tain operating costs made possible

through the SIA has helped us sur-
vive," says Esmond Carey, Hay-
ward's business manager.

Hayward is one of the districts
arsonists have struck in the last

two years. Three fires caused be-
tween $38,000 and $160,000 in dam-
age and the SIA imposed an extra
deductible of $85,000 over a
$100,000 insured layer. Losses over
$185,000 are covered by the pool's
excess insurance.

Hayward's arson-protection sys-
tem will be linked to a central com-

puter staffed around the clock. It

will track prowlers or respond to
fires before the flames get out of
hand. When the system is operat-
ing, hopefully by fall, the extra
$85.000 deductible will be dropped.

Mr. Carey estimates Hayward is
saving 50% on its liability coverage
and 25% on workers compensation
because of the pool. Property in-
surance has not generated savings
because costs have climbed

steeply to keep pace with inflation
in property values.

The Natomas district does even

better, although its figures are
atypical because it is so small. Dis-
trict superintendent Myron Cross
says savings on property and liabil-
ity insurance could run as high as
90%. And he doubts the district
could have obtained workers com-

pensation at all without the SIA.
Natomas' property losses are

also now paid accordingto replace-
nnent value. •
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Better.

The St. Paul originated
EDP insurance 18 years ago.
Since then we've kept right
on making it better. Our latest
improvements make it a lot better

First off, we simplified
the policy Now, it's written in plain
English so you can understand
it better.

Next, we went to one deductible
for EDP equipment, data and
media, and extra expense. But you
can still select any or all of the
four basic coverages-data processing
equipment (hardware),.data (including
software) and media, extra expense or business interruption
-whichever meets your particular needs.

Then we added coverage for damage due to
mechanical, electrical and air conditioning breakdown.
There's also automatic coverage of new equipment
and new,locations. Automatic coverage of duplicate data
and media, at separate locations. Plus debris removal
with no dollar limit. On top of all this, we include
The St. Paul's loss prevention services.

The new St. Paul.EDP policy It combines 18
years' know-how with innovativeness for which The St. Paul
is widely recognized. Result: Better protection for your
EDP system.

Better check it out with your Independent
Insurance Agent representing The St. Paul. And now,

1-

other insurance we've

made better:
COMPACI.

Commercial

property
insurance for

buildings,
contents,

inland marine

exposures, glass, and
more, in one, simple policf

Plain Engligb Package A variety of property/
liability business coverages in one policy, without all
the gobbledygook.

MOP. Covers manufacturers' property exposures
in transit, in storage or in-plant all in one policy

Umbrella Excess Liabilibz One million dollars
excess liability coverage on small businesses for as little
as $200 per year. Can also. handle larger accounts with
limits up to $20 million.

Commercial Auto. The St. Paul has the expertise,
people, resources and stability to back you strong in
this coverage.

Inland Marine. We're one of the largest across the
board writers. We've b.uilt expertise since 1853.

We keep
' makmg

mce

better· 0 8,% ul
Properly&babihly
Insurance

f voum/ Serving you through Independent Agents. St. Paul Fire and Marine ·Insurance Company,Sr. Paul Mercury Insurance Company/The St. Paul Insurance Company /
#,Sum'Ke*GENT/
a ..-0,ma, , St. Paul Guardian Insurance Company /The St. Paul Insurance Company of Illinois: Prof:erty. and Liability A-ffliates of The Sr. Paul Companies Inc., Saint Paul, Minnesora 55102.
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CAPTIVE INSURANCE
THE DECISIONS FOR 1980

AMR'S ANNUAL CONFERENCE ADDRESSES

. Va/uation techniques
• I.R.S. outlook

• Ofshore Por(folio Strategies
• Outside Underwriting
• Reinsurance Options
• Claims Evaluations

• Reuised Management Strategies

NEW YORK - SEPTEMBER 20-21

For complete information call PAUL SAULO at (800) 223-6787 (outside N.Y. State) or
(212) 974-0800 (in N.Y. State) AMR International, Inc., 1370 Avenue of the Americas,

New York, N.Y. 10019

Work comp payments
swell $1 billion: HEW

WASHINGTON-Cash and

medical paymen-s under U.S.
workers compensation programs
increased in 1977 by almost $1 bil-
lion or 13%, according to the De-
partment of Health, Education and
Welfare.

The total cost tc employers was
estimated at $14.03 billion, 27%
more than in 1976.

The 13% increase was somewhat

smaller than in 1976, but still

among the larger rates of growth in
the past 30 years. An estimated
$8.57 billion was paid in 1977, in-
cluding $7.05 bLlion in benefits un-
der state programs and Sl.52 bib
lion under federal programs.

The report cites wage and price
inflation as the m4jor cause of in-
crease in benefits paid. Average

Wehelpyou
survive the eecycles:'
That's what we mean by Leading from Strength.

If you've been buying business insurance for
five years or more, then you know only too well
just how tough it is to get commercial property
and casualty insurance in a down cycle. You'll
also want to know what we're doing to minimize
these cycles in our end of the insurance business.

At cG/aetna we have The Strength of Our
Convictions. Which means we've made it our

policy to be consistent in the way we do business.
We don't let downturns force us into cancelling
policies. If we don't renew an account, it is for
reasons out of the ordinary, and not because
of cycles.

In fact, we want to write insurance in down

cycles, as well as in upswings. That's because we
believe that growth should be careful and steady,
not up and down in spurts.

lou'11 find another of our strengths is our
decisive service. Each of cG/aetna's regional of-
fices is responsible for a section of the country.
Most decisions on your business are made in your
region. So your agent deals directly with the peo-
ple who make the decisions. And you don't have
long waits for answers.

- * I'» , If you're a little uneasy about your commer-
6 ./

r·51-V €.4'fl cial property and casualty coverage, have
A. your independent agent look into what

<- /5-/E°j' wecan doto help.
Now we're known as CG/aetna.

 Leading from Strength.

Fletna

Aetna Insurance Company
a division of Connecticut General

Insurance Corporation

wages rose 8% in 1977, a slightly
higher rate than in 1975 and 1976
and the medical component of the
Consumer Price Index reached

202.4 in 1977, almost 10% higher
than in 1976.

For the second year in a row, the
number of employes covered by
workers compensation programs
increased by 2.5 million, corre-
spondingto a similargrowth in em-
ployment. A total o f 71.8 million to
72.4 million workers were covered

in a single month in 1977.

Benefits under workers compen-
sation programs increased 15%, ex-
cluding the federal black lung ben-
efits program for miners and their
survivors. Payments in the black
lung program, which accounted for
11% of all workers compensation
payments in 1977, declined by 1%,

falling to $967 million.
Forty-six states increased maxi-

mum weekly benefits an average of
9% for temporary totally disabled
workers. Thirty-nine of these re-
sulted from laws providing auto-
matic increases as wages rise.

Cash payments comprised about
$5.83 billion, 68% of all workers

comp payments in 1977. The re-
maining $2.74 billion covered med-
ical and hospital care expenses.

The proportions of medical and
cash benefits and disability and
survivor benefits have remained

stable throughout the years, with
survivor benefits about 7% of the

1977 total. In the black lung pro-
gram, however, survivor benefits
have accounted for 11% to 13% of

workers comp benefits since 1972.
Excluding the black lung pro-

gram, private insurers paid 61% of
workers compensation benefits,
government funds paid 23% and

self-insurers paid 16%. Private in-
surers' payments are reduced to
54% when black lung figures are in-
cluded.

Costs in terms of aggregate pay-
rolls jumped to $1.71 per $100, a
16% increase, the largest annual in-
crease since 1940. Since 1975 the

workers compensation program
has cost employers nearly 2% of
covered payroll.

In 1977, an estimated $9.92 bil-

lion in premiums was paid to pri-
vate insurers and $2.81 billion was

paid to the government. Self-
insurers spent $1.30 billion on ben-
efits and administrative costs. •

CGL covers
nuclear loss

TUCSON, Ariz.-Any claims by
the public against American

Atomic Corp. here claiming dam-
ages from exposure to radioactive
tritium released by the company
will be covered by the company's
comprehensive general liability in-
surance policy, according to a
spokesman for Tucson Realty &
Trust Co., brokers for the watch
and sign maker.

The Atomic Energy Commission
shut down operations at American

Atomic after high levels of radio-
activity were found in Tucson resi-
dential areas and schools.

American Atomic bought radio-
active tritium from the U.S. Gov-

ernment for use in manufacturing
glow-in-the-dark digital watches
and self-illuminating signs.

"The company is not deemed a
nuclear facility and it's not in-
volved in storage of nuclear mate-
rial," according to a Tucson Realty
broker.

There is no deductible included

in that policy and no liability
claims have been filed yet. A
workers compensation claim, how-
ever, has been filed. •



«Better forecasting offuture costs netted
Kaiser Aluminum a 40% saving on excess
workers' compensation..."

"Kaiser Aluminum has had long and suc-

cessful experience as a self insurer of
workers' compensation- and for many years
handled claims service, administration and

payments internally. For a number of rea-
sons, though, we shifted these functions to
ESIS.

"That was about two years ago, and
among the many benefits we've gained is

the a6ility to have new leverage in the
excess coverage markets. We've always felt

we were a superior risk, but our data base
wasn't broad enough to prove that to car-
riers,- so we were on the 'prevailing costs'
route for excess pricing. And prevailing
costs were increasing at 20% a year.

"After just one year of ESIS-supplied
data, underwriters began to see things our

way. And those views were reflected in our

excess quotes. Instead of an increase of
20%, our costs dropped just over 20%, giv-
ing us an actual cost more than 40% below
forecast:

ESIS PROHLES IN

RISK MANAGEMENT

Emmet E Monaghan
Director of Insurance

Management & Administration
Kaiser Aluminum &

Chemical Corporation

More and more risk managers are turning to
ESIS. Why? ESIS, the leadng risk manage-
ment services company, provides specialized
programs in claims management, self-funded
employee benefits, loss control, statistical anal-
ysis, safety and health training, rehabilitation,
subrogation, salvage and other related services
normally performedbyaninsurance earlier. To
jind out how ESIS can help your company's self
insurance program, u,rite to us or contactyour An INA Corporation Company
insurance agent or broker. 4050 Wilshire Blvd., Los Angeles, CA 90010



Thehome afthehrmp
If ever there was a born hunter, it was needs cropped up, new policies had to be

the Indian brave. Alert, energetic and sure- developed, broader coverages had to be
footed, he was a supremely capable providen underwritten, new materials had to be tested
Today, however, the home of the brave is to determine new guidelines for client loss
vastly different from ' i control programs.
what it once was. As a The results of
result, it's been neces- Allendale's flexibility
sary for him to find can be seen in a vari-

new ways and new ety of ways. For
places to utilize his                      example, the typical
unique skills. The -.67*9*7 ,_ " 7 .40 Allendale-policyholder
search has taken him relationship is more
down many roads. But |j than 20 years old,
none more dramatic ;'1 while some accounts
than the narrow path * J have been with us for
of the high rise con-  more than 100 years.
struction specialist. Included in these

The determination accounts are a signifi-
of a property insurance cant majority of both
company to adapt its skills to changing con- the Fortune 500 and the Canadian Top 200
ditions could, likewise, lead it down a path industrials; companies that have become
where few dare to tread. To walk such a line and remained our clients because of their

would take a great deal of flexibility. It would commitment to maintain acceptable loss
take the ability to provide coverage in sit- control standards. In addition, several of the
uations that don't lend themselves to rule- largest corporations in other parts of the
book solutions. It would take the ability to world have chosen us for coverage.
be consistent whether the market was hard Perhaps all of your problems won't
or soft. It would take, no less than it would require the flexibility of the Indian brave to
to adapt to a career at 1000 feet above the solve. Nevertheless, we believe you'll be
street level, a specialist. glad to know that whatever these problems

For over 140 years, Allendale has are, at Allendale we won't take them lightly.
been changing with the times, tailoring its Allendale Mutual Insurance Company,
approaches to problem solving. As new Allendale Park, Johnston, Rhode Island 02919.

-1 It

1 .

Allendale Insurance
Theproperly insurance spedalists.
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Manufacturer, airline to pay DC 10 loss
By JOHN MAES

CHICAGO-American Airlines
and McDonnell Douglas Corp.
have agreed not :o contest liability
and will pay ilaims from the May
25 crash of a (Cl) jetliner here, but
debate Tersists over whether the
victims' survivors will be justly
compensated for the catastrophe
that took 273 lives.

Lawyers for the airline and the
aircraft builder, and their claims
adjusters, have said they expect
the claims settlement process to
move along swiftly. All cases could

be settled within two years, they
expect Surviving families will be
offered reasonabfe compensation
based on a fair assessment of their

losses, they say.
That view is still contested by

plaintiffs attorneys handling 84
suits in the aftermath of the crash.

One Chicago attorney, air crash liti-
gation specialist John J. Kennelly,
contends many of the uncontested
settlements will be for a "lot less

than the cases are worth," which he
alleges ultimately will cause many
of the surviving families difficulty
in meeting their financial obliga-

tions. Mr. Kennelly has filed 23
lawsuits for victims' survivors in

the case,

Attorneys for the two primary
defendants told a federal judge
here recently they would not con-
test liability but only the amount of
compensation awarded by the
court. In return, plaintiffs will
waive their rights to claim punitive
dannages.

The move is important because it
saves months of possible litigation
on the question of liability alone
and could save the defendants a

sibstant-al amount o f money. say
astorneys Thcmas Allen for Arneri-
can and Norman Barry represent-
ing MeD,innell Douglas

Claims payments, it s estimated,
c,uld reach 3150 million to $200
million, tne highest in U S. history.

The lawyers say the move is not
an admission )fliability but is )nly
a decision to nct contest the plain-
tiffs' right to collect ccmpensatory
damages.

So far, about $30 million has
been offeredto :he survivors of 112

F.ctims. The average offer has been
approximakly $267,000 but that

/1

figure is "strictly ballpark," Mr. Al-
len said. Six of the offers have beer.

accepted, two or three rejected and
the remainder are still pending a
decision, the lawyers said.

Average offers fall far short of
what Chicago-based Mr. Kennelly
thinks would adequately compen-
sate surviving families for their
losses. The ill-fated Los Angeles-
bound flight carried a large num-
ber of business travelers who had

families and dependents at home.
"Some of those families with four

children that lost a father earning
$30,000 a year should get at least $1
million," he believes.

There have been individual ver-
dicts as high as $5 million and sev-
eral that have reached $2 million
stemming from past air crashes, he
said.

Even plaintiffs who go to trial in
quest o f a higher award will lose in
the long run because inflation will
devalue the amount of any settle-
ment over the time it takes to try
the case and the inevitable appeal,
he said.

In addition, the federal courts are
strapped with a shortage ofjudges
and with the precedence of crimi-
nal cases over civil ones because of

the federal Speedy Trial Act, the
court system is "logistically un-
equipped" to handle all the trials
that will be demanded in the
American-McDonnell Douglas
case, Mr. Kennelly said.

"If you have a two-and-a-half
year wait before you collect your
settlement, you could be losing
$200,000," Mr. Kennelly said.

For example, cases arising
from the crash of a Pan American

Airways jetliner in Pago Pago,
Samoa, five years ago, are still in
appeals courts. Plaintiffs have
collected nothing yet in those
cases, he said.

In an effort to counter this prob-
lem, Mr. Kennelly has a motion
pending before the courtto require
American and McDonnell Douglas
to pay pre-judgment interest of
10% retroactive to the date of the
crash on all court settlements.

Claims adjusters, however, are
convinced that compensation of-
fers are fair and that a lawsuit often

will not only yield little additional
return, but can cause the plaintiff
to lose money.

Such was the experience of the
survivors of several victims of the
Tenerife air disaster in the Canary
Islands which killed 583 persons in
1977, said Robert Alpert, vp for
U.S. Aviation Underwriters Inc.

Of the eight cases involving Pan
American Airways victims that
went to trial after the crash, only
one yielded a substantially higher
judgment, $90,000, thanthe $70,000
offer made by the insurers and that
person lost money when legal fees
and loss of interest were calcula-
ted, he said.

One other case resulted in a

higher verdict of $60,000 as op-
posed to an offer of $55,000, but
four litigants lost sizable sums,
said Mr. Alpert. Of the four, one
claimant was offered $80,000 but
the court later awarded nothing
and the matter was eventually set-
tled for $25,000.

In two others tried together, the
court awarded a total payment of
$450,000 to claimants who were
originally offered $250,000 each.
Another case ended in an $82,000
verdict for a person who turned
down a $115,000 offer by the insur-
ers.

The seventh and eighth suits re-
sulted in verdicts identical to re-
jected offers of $375,000 and
$200,000.

However, New York attorney
Lee S. Krendler contended he was
able to obtain one settlement for
the life of a Dutch executive of
morethan $675,000, when the origi-
nal offer to survivors of victims of
the KLM jet was $58,000. The
$675,000 settlement was obtained
without a trial. •
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Communications seminar to focus on creativity
CHICAGO-"Creativity in Com-

munications" is the theme ofBusi-

ness Insurance's third annual Em-

ploye Benefit Communications
Conference to be held here Dec. 3-5

at the Ritz-Carlton Hotel.

The two-and-a-half day confer-
ence, which attracts several hun-
dred registrants from among the
ranks ofemploye communications
specialists and benefit managers,
will feature the creative director of

a leading advertising agency as the
keynote speaker, as well as 12 other
faculty members who are experts
in communications, graphic de-
sign and marketing.

Keith L. Reinhard, executive vp
and director of creative services for

Needham, Harper & Steers Adver-
tising Inc., will set the pace for the
conference with his discussion of

emotion in communications, the
pulse beneath the message.

The conference will include

more opportunities than in past
years for participants to glean ben-
efit communications ideas from

programs used by other compa-
nies. The opening session offers an
audio-visual presentation showing

different kinds of approaches that
have been used by employers to
communicate with their workers.

There will be two lunchtime

screenings of communications

programs submitted to Business
Insurance this year for its annual
benefit communications competi-
tion. And finally, there will be a
half-day o f audio-visual screenings
and critiques with analysis ofcom-
munications efforts used by corpo-
rations around the country.

Again this year, Herb Zeltner, a
marketing communications expert
andgroupvpofCrain Communica-
tions Inc., will lead a discussion of
the effectiveness of these audio-

visual efforts, with the audience
participating in the evaluation and
judging.

Two sets of concurrent sessions
have been scheduled, with

speakers addressing issues includ-
ing packaging of communications,
the legal ramifications of commu-
nications and generic communica-
tions (discussing issues such as

HMOs, retirement planning and in-
flation).

The experts tackling these sub-
jects are Judith Karam of Karam &
Versch in New York; Robert Rid-
ley, a lawyer with a Los Angeles
law firm, and two consultants spe-
cializing in communications: John
Kerney Jr. ofEmcom Group Inc. in
Newtown, Pa., and Robert J. Ellis
of William M. Mercer Inc. in Hart-

ford, Conn.
Two communications specialists

with the Pension Benefit Guaranty

Corp. in Washington-Audrey Cra-
mer and Sarah Casseday-will dis-
cuss the importance of daring not
to communicate all ofthe technical

details often jammed into benefit
information brochures and films,
sometimes garbling the message.

John Connellan, founder and
president of The Executive Tech-
nique, will discuss the use of bene-
fit communications as sales tools

to convince employes-the "cus-
tomers"-what a good company
they work for. The art of making
an effective sales presentation
is also the art of communicating
such things as employe benefits,
he believes.

An afternoon will be spent on
graphic design and the vital prob-

lem of selecting a graphic ap-

New managers
Andrew Drysdale Underwriting

Ltd. of London will manage Non
Marine, Marine and Aviation Syn-

dicates beginning in 1980, accord-

ing to the firm.

proach to communications, adapt-
ing the approach to a company's
size and needs and carryingout the
ideas. Speakers on these topics are
Peter Iversen, chief executive offi-
cer of Iversen Associates, one of

the leading graphic designers in
the benefit communications busi-

ness; Philip Murphy and William
S. Miller of the Emcom Group in
Newport Beach, Calif., and Curtis
Snodgrass with Towers, Perrin,
Forster & Crosby in Chicago.

The cost ofthe conference is $310
per person, with a 10% discount for
additional registrants from the
same company who register at the
same time. For further informa-

tion, contact Sari Lipshultz, Crain
Educational Division, 740 N. Rush,
Chicago, Ill. 60611; 312-649-5246. •

business
insurance

EMPLOYE
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<,)6 11!NICATIONS
CONFERENCE

Registration fee $310.00.
Second and additional

registrations from the
same company at the
same time $279.00 each.

Name

Title

Company

Street

City

State

Phone

7 Check enclosed for $

[J Bill me.

F ./ Mi die nit,al

ZIP

Please make check payable and mail to:
Crain Educational Division

740 N. Rush, Chicago, IL 60611

Nationwide uncomplie ates
complicated

group insurance.

If you choose the group insurance
for your company, you know it can
get very complicated. But Nationwide
can help you put it all together in one
easy-to-understand plan.

Nationwide can do itbecause we

offer insurance so complete, we can
even include Dental Care (with cover-

age not just for corrective treatment
but for annual check-ups, too.)

All our major medical plans have
$1,000,000 maximums with a $500

Stop Loss Provision (after deductible

is satisfied). And our Excess Interest

Annuity contract provides a high in-
terest return on your pension plan.

All this insurance will be put to-
gether just for you by one skilled
Nationwide agent in one easy plan.
You can't get less complicated than that

That's just a sample of Nation-
wide's group insurance. Send us this
coupon and we'll give you all the
details. Making your business life
simpler is one more way Nationwide
is on your side.

 NATIONWIDEINSURANCE
Nationwide is on your side

Nationwide Life Insurance Company.
An equal opportunity employen

=---- An Uncomplicated Offer from Nationwide ----

Nationwide Insurance. One Nationwide Plaza. Columbus. OH 43216

Please give me detailed information on Nationwide's Group
Insurance Plans.
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24-hour risk exec checks Nashville losses
By JOHN MAES

NASHVILLE-Even with his

risk management program for the
city well into its second year, Rob-
ert L. Sinclair is a risk manager on
call 24 hours a day.

That's how he attacks the chal-

lenge of safety and loss control
management for this city of475,000
where new risk funding pro-
grams-including substantial self-
insurance-have saved $1.4 million
since 1978.

Effective safety and loss control
"ultimately will be the success or
failure of the program," says the
49-year-old risk manager who
works around the clock at risk

management. "You just can't leave
these things to chance, particularly
when the law of averages says it's
going to catch up with you. If you
don't have loss control, sooner or
later losses will kill you."

Safety programs designed to
minimize liability risks include ve-
hicle safety training, which has
been completed by 3,000 of 8,000
city employes.

A uniform contract drawn up for
everyone doing business or per-
forming work for the city requires
contractors be properly insured be-
fore they take on municipal busi-
ness.

But he doesn't stop there. So ac-
tive is Mr. Sinclair in his role that
even a drive down the street or a

daydream can be translated into a
risk management or loss preven-
tion project.

By keeping his ears open, Mr.
Sinclair pinpointed an uninsured
vehicle liability which led to a die-
tum by Mayor Richard Fulton that
metropolitan-owned vehicles were
not to be driven from the state.

Mr. Sinclair was talking casuallb
to a city department head who
mentioned he was taking an out-of-
state trip. "But government tort lia-
bility doesn't protect our vehicles
out of state," said Mr. Sinclair, who
then brought the matter to the at-
tention of the mayor. The ban on
taking city vehicles from Tennes-
see will remain while Mr. Sinclair

tries to obtain trip insurance at
highlimits. "But it'skindofhardto
get," he said.

By keeping his eyes open Mr.
Sinclair identified an exposure at
the city motorpool repair facility
where the vehicle storage lot was
unfenced. "The vehicles were un-

guarded and wide open to theft and
vandalism," he said. Unrestricted
access to the area also left the city
open to a liability suit if someone
were hurt.

A fence has since been installed
around the lot. "I can't even re-
member how much the fence

cost," Mr. Sinclair said, but the pre-
vention of a theft or one liability
case will make the fence pay for
itself, he adds.

Mr. Sinclair normally carries a
notepad and hard hat in his auto-
mobile. If he spots a hazard or po-
tential liability on any city prop-
erty, he makes a note of its location
and turns the information over to

the proper department for correc-
tive action.

Since losses and accidents are

not always obliging of Mr.
Sinclair's office schedule, the risk
manager has put himself on

24-hour call. He's notified by the
police of all major accidents in-
volving municipal vehicles and he
rushes to the accident scene to size

up the extent of municipalliability.
"I feellike the quicker I'm on the

spot, the better off we're going to
be," he said. Quickly gathering in.
formation and interviewing wit-
nesses can turn potential losses
into recoveries because witnesses

are more prone to change their ac-
counts of an accident if not inter-

viewed right away, he said.

Visiting an accident scene also

can speed the claim payment pro-
cess when the city is liable, he said.
Once, when a city bus carrying 14
elderly persons was involved in a
minor mishap, Mr. Sinclair was
paying claims within 24 hours.

"It was the Thursday hefore
Christmas and I knew these people
would want money, so I got a hand-
ful o f $50 bills and went to the cen-
ter where they lived with releases
for them to sign," he said. "There
were only minor injuries and one
woman said she broke her

eyeglasses. So we gave her $50 and
bought her a new pair of glasses."
Only one of the 14 claims is still
outstanding.

One of the beauties of the risk

management program, Mr. Sinclair
says, is the complete backing of

By having a fence in-
stalled around the city's
vehicle storage lo:,
Robert L. Sinclair, risk

manager of Nashville,
may have prevented a
theft or liability case.

Fhoto: John MaeE

Mr. Fulton, who is largely respinsi-
ble for its being. It was Mr. Fulton,
along with the NashviLe m€trol:ol-
itan council, who acted cn a

consultant's report and hired Mr.

Sinclair to set up She risk mar-age-
ment and self-insurance program

in early 1977, hoping to cut ineffi-
cient spending.

Eefore 1977, all insurance was

purchased by a municipal purchas-
ing agent. The consolidation o f po-
licies and self-insuring risks under
Mr. Sinclair's direction has saved

Nashville and surrounding David-
son County some $1.4 million.

Althougheachmunicipaldepart-
ment has its own safety director as
mandated by the federal Occupa-
tional Safety and Health Adminis-
tration, Mr. Fulton conducts

monthly meetings with depart-
ment heads and Mr. Sinclair at-

tends. Safety problems and poten-
tial liability risks, among other
things, are discussed at these ses-
sions. Mr. Sinclair is sentreports of
individual committee meetings if
the department head thinks there's
an insurance problem the risk
manager should know about.

At first. some department heads
may have considered Mr. Sinclair



meddlesome in his interest in their
operations, "But we just said to
them, 'We're here to make your job
easier, not for personal gratifica-
tion or for a power grab. Now ev-
erybody appears to be thinking
safety;" Mr. Sinclair said. He fre-
quently gets memos on even the
most inconsequential of insurance
matters. "I'd rather have them call
and nitpick than not call at all," he
noted.

The backing of the mayor's office
also extends to the hard-nosed

stance on paying claims. "The
mayor feels that if we owe it, we
should pay it, but if we don't oweit,
we should fight it

"If we're not liable, no matter
how small the claim is, we'll
violently fight it simply because of
the precedent that would be in-
volved," he said. "If it happens
again, the next person will expect
that much and the whole thing
would steamroll."

The city is also hard-nosed about

collecting its claims against others.
Between February and June ofthis
year alone, the metropolitan gov-
ernment collected $65,196 in
claims.

When not managing insurance
for Nashville, Mr. Sinclair is a con:
sultantto the University ofTennes-
see municipal technical advisory
service. There he is helping de-
velop a risk management. manual
for small town governments that
do not have insurance depart-
ments.

Another place where Mr. Sinclair
may be found in his off hours is in
class, as a full-time student at a 10-
cal YMCA law school.

With an ARM and CPCU degree,
he's spent more than 25 years in the
insurance industry, with several
different firms.

He wouldn't trade his $30,000-a-
year post for another shot at the
private insurance sector even
though the opportunity is there. "I
enjoy saving the taxpayers
money," he said. •

Nashville skyline
Nashville, the capital of Tennessee and the home of the

Grand Ole Opry, is a metropolitan area of about 475,000
persons along the historic Cumberland River.

In 1963, Nashville and surrounding Davidson County,
with voter approval, made the transition to the regional
city-county form of government. It was under this regional
governmental umbrella that Nashville began setting up its
self-insurance and risk management program in 1977.

Before 1977, municipal risks were covered under 300 poli-
cies which paid $400,000 in commissions to 59 different
agencies, five of which collected the bulk of those commis-
sions, said risk manager Robert L. Sinclair.

Now, some $600 million in property values are insured
under one comprehensive master policy. Municipal general
liability and the school system's vehicle liability are self-
insured.

Approximately 8,000 metropolitan employes and seven
different government agencies fall under the risk manage-
ment program. Included are municipal administration and
service agencies, the state fair board, the airport authority,
electrical services, board of education, mass transit and
metropolitan housing and development agencies.

What is Armco Insurance Management, Ltd.?
Clive Himsworth,
General Manager,
answers:

Armco® Insurance
Management, Ltd.
(AIM) is one of the
Bellefonte® Companies
with a specific goal of
providing professional
management services
for offshore captives.

We can help form a
captive; manage and
underwrite on a day-
to-day basis; perform
all necessary account-
ing, claims, banking
and investment func-

tions: arrange for
reinsurance, and even
provide engineering
studies, risk analysis
and on-site inspections
anywhere.

We'd like to tell you
more about us; and
we'd like to know more
about you. Write to
me for more informa-
tion. Armco Insurance
Management, Ltd.,
Gibbons Building,
R O. Box 2004, Hamil-
ton 5, Bermuda.
809/295-5207.

The Bellefonte Companies
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2 agencies
donate to

mayor race

date who lost to incumbent

gram was established.
A report of Mr. Power's cam-

paign receipts and expenditures
from Feb. 8, 1978, to July 21 0 f this
year shows that $20,000 of the
$56,745 contributed between those
dates came from the insurance
agency executives.

Hayes & Co.. who donated $11,000

the agency, donated $4,000. A

secretary for Gale Smith & Co., an-
other local agency.

influence Mr. Power's attitude to-
ward the self-insurance program,
had he been elected.

Metropolitan officials say the
agencies were two of the biggest
suppliers of municipal insurance
before Nashville set up its self-
insurance and risk management
program in 1978. Mr. Fulton, re-
elected by a slim 10,000-vote mar-
gin, initiated the self-insurance ef-
fort by hiring Robert L. Sinclair as
risk manager. Municipal officials
contend the move saved $1.4 mil-
lion in the first year of operation.

City officials say the two agen-
cies collected a total of $100,000 in
commissions yearly from munici-
pal insurance.

Mr. Crawford said his contribu-
tion was nothing more than an ex-
pression o f support for Mr. Power.

He said the city business his
agency once handled was done
mostly as a "public service" for lit-
tle profit and his business has suf-
fered no ill effects from losing it.
"I'm really not sorry it's gone," he
said.

Mr. Heckman also said "not one

word was ever spoken" between
bimself and Mr. Power about the
insurance program. He declined
further comment, saying, "The
election's over."

Mr. Power said he had no imme-

diate plans to change the insurance
program had he been elected be-
cause he did not know very much
about it. He said he had planned to
look into the cost-effectiveness ofa

variety of municipal operations
and would have taken action only
where he found fiscal inefficiency.

"If it was saving money, I would
have definitely kept the program,"
he said. .

CLAIM MANAGEMENT
SERVICES

RISK MANAGERS/CAPTIVES/REINSURORS

casualty reserves • major case e
audit/review • program analysis
• contract adjusting analysis •
• self-insured • aggregate cow
ers • experienced in Fortune 500
claim programs

John J. O'Connor
B.A., LL.B., 1.1.A.

Consultant
11 Patrick Lane

Wilton, Connecticut 06897
Phone: (203) 762-9564
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Hospital liability has reached crisis proportions because of the increasing
tendency toward malpractice litigation. Everywhere, insurance plans and policies are
·surfacing, aiming to protect hospitals from the huge losses now possible. But the problem
is, the crisis developed so quickly that hospital administrators haven't had a chanceto

gain enough experience to evaluate insurance proposals thoroughly. It's hard to know what
to look for, especially with the pressure of getting some form of protection together.

Everyone wonders:
What a,e those standards?

The Schinnerer Hospital
Liability Plan was introduced only re-
cently and has already been successfully
employed by hospitals across the country.
It is emerging as the standard by which
other efforts in liability protection are
being measured. That's because ours is a
program that works effectively where
others fail at several crucial points.

A total program
approach instead of a package

pry r. 1.i ne bcninnerer Plan con-

sists of a self-insured trust, locally admin-
istered claims management, patient safety
programs and an excess insurance policy
for protection against catastrophic events.
It is an integrated program that can be
structured to the needs of the hospital,
rather than a package the hospital must
accept as a whole. As a custom-made pro-
gram, it saves the hospital from paying
big premiums based on sharing risks and
losses with dissimilar hospitals.

A continuing
commitment to performance

It's a logical follow-through
to the total program approach. The
Schinnerer Plan, once designed for a par-
ticular hospital, becomes an efficiently
administered, closely watched and con-
stantly evaluated.program. We provide the
participating hospital with an independent
overview of the system's components: the
actuarial adequacy of the primary funding
program; the incident reporting, patient

The weights pictured areusedtosetthe *,idards formass.

safety control and claims management sys-
tems; the attorneys' handling of claims
defense; the trust documents and fidu-
ciary. What's more, with Schinnerer's
extensive experience and data resources,
we can help build the hospital's loss pre-
vention system with valuable information
for employee education and defense of
daims

Occurrence coverage

Our excess policy pro-
vides occurrence coverage, because it is
more sensitive to cash flow than claims-

made coverage. With claims-made cover-
age, a hospital can experience a tremendous
deferral of liability, since many claims are
not reported during the policy period in
which the occurrence took place. As a
result, claims-made policy premiums do
not fund fully the occurrences of the pres-
ent period. So reimbursement for the
unfunded liability is postponed. For a
claims-made contract that's been in effect

for 4 years, this unfunded liability could
amount to a full year's premium !

Resources and

stability behind the plan
Excess coverage for the

Schinnerer plan is underwritten by a $4
billion multinational corporation with vast
resources and experience in providing all
forms of insurance coverage to all types of
institutions, organizations and companies
throughout the world. Victor 0. Schin-
nerer & Company, the administrator, is

known for unmatched expertise in profes-
sional indemnity insurance, and has
worked jointly with companies for more
than 20 years on professional liability
programs.

This is the program
that is setting the standards

The Schinnerer Hospital
Liability Plan. It adjusts to the needs of
the hospital. It facilitates compliance with
HEW regulations. It can achieve dramatic
improvements in cash flow without sacri-
ficing protection. It can stabilize and main-
tain the hospital's financial position. And
it is being proven by hospitals all over the
United States.

Shouldn't you learn more
about it ? Why not call Jim Willging in
Vlshington, or Tom Tucker in Chicago.
They'll be happy to give you more
detailed information.

Victor 0.

Stili meer
&Compary Inc.

5028 Wisconsin Ave., N.W.
Washington, D.C. 20016
(202) 686-2850

55 E Jackson St.
Chicago. Illinois 60604
(312) 663-3631

127 John Street
New York. N.Y. 10038
(212) 344- 1000
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Sutherland
New Offices

10 Post Office Square
Suite 960

Page & Co. Inc. 3oston, Mass. 02109
(617) 542-5700

REINSURERS

Objective, Independent Claims and Underwriting Services for
UNDERWRITING SYNDICATES E&5 CARRIERS SELF-INSUREDS BROKERS

INSURERS

Domestic and International

Our Services include

RESERVE ADEQUACY SURVEYS UNDERWRITING REVIEWS IBNR STUDIES

CLAIM AUDITS SYSTEMS AND PROCEDURES PRIMARY/EXCESS ROBLEMS

CLAIM MANAGEMENT AGGREGATE EXPOSURES THE Claims SlipsM

Contact our experienced staff

Lloyd's rival may seek
seat on N.Y. exchange

By JOHN H. MILLER

LONDON-A Lloyd's competi-
tor wants in on the New York In-

surance Exchange if the new U.S.
market attracts buyers.

"Ifit's going to produce business,
we'll want to be there," said C.R.
"Ronnie" Driver, chief executive
officer of the parent company of
H.S. Weavers underwriting group
here.

Peter Wilson and his underwrit-

ing team at Weavers have devel-
oped strong connections in prop-
erty and casualty lines cn a highly
competitive basis with Lloyd's syn-
dicates.

Weavers is awaiting further de-
tails of New York's requirements
for membership in the exchange

Like a
billboard Rx DRUG PLAN

in every
pocket. 0,6,*181 I

Talk about

highly visible benefits!

When your people have our
"business card", they're constantly
reminded of what you're doing for
them - because your logo is promi-
nently displayed on the card. They
know that you're helping to improve
their benefit program by providing
PCS, the best prescription drug plan
available. And, they love it ...

because it's so convenient and easy
to use. You'll love it, too... because

it's relatively inexpensive. Less than
half the cost of a typical dental plan;
and, our computerized cost control
system takes the rassle out of ad-
ministration foryou.

That's why hundreds of the
world's largest organizations, public
and private, provide the PCS card to
31/2-million covered individuals.

PCS is the Number One adminis-

The Key to Your Prescription Drug Plan

m

PHARMACEUTICAL CARD SYSTEM, INC.
a Foremost-McKesson Company

Mail to:

Robert W. Field, CLU

Vice President, Sales and Marketing
Pharmaceutical Card System, Inc.

2005 North Central Avenue

Phoenix, AZ 85004

trator of prescription drug benefit
programs and has been for more
than a decade. One reason is the

convenience provided by the grow-
ing network of 34,000 plus member
pharmacies in the U.S., Canada,
Puerto Rico, and the Virgin Islands.

Strong credentials, indeed! But,
there's much more. To get the com-
plete PCS Story, please return the
coupon. Or, call Bob Field at (602)
257-1500 today.

----------------

 0 I'd like to get the complete PCS Story. Bid
 El Please have a PCS Representative call me for an appointment.
 Area Code C )

Name

1
Title

1
Company

Address

1
I City
 State Zip

----------------

1
1

1
1

1

1
1
1

before making a decision, said Mr.
Driver, chief executive officer of
London United Investments. The

firm's net profits from insurance
and other activities rose to a record

breaking sum of nearly $4 million
and it is preparing for further ex-
pansion as soon as necessary.

"We're certainly considering the
possibility of membership of the
New York Exchange," Mr. Driver
told Business Insurance. "But

nothing conclusive has yet been
finalized, as we're still waiting for
the N.Y. committee to set guide-
lines on many items.

"Classes of business to be

handled, management fees and
syndicate expenses will all have to
be taken into account before any
decision is made.

"If it's going to produce business
we'll wantto be there, forthe U. S. is
a world market we can't afford to

ignore. But conflicting reports
about the future of the New York
market keep coming through to us,
so we're not making any decision in
a hurry," he continued.

"The REX computer system for
placing reinsurance business looks
particularly interesting to my
mind, and talk of setting up insur-
ance exchanges in Illinois and Flor-
ida is also being watched. I suppose
Texas will want to come into the

scene, and I imagine Gov. jerry
Brown in California won't want to

be left out of the action. So plenty
of things can happen in the U.S.
insurance scene in the next two to

three years in which we may be in-
t6rested," Mr. Driver added.

If Gov. Brown can see the pros-
pects of an insurance exchange
working effectively in New York,
U.K. sources contend there is lit-

tle doubt that he will endeavor

to set up something similar in Cali-
fornia.

Just whatwill happen if the H.S.
Weavers group comesinto the New
York Exchange remains to be seen.
Certainly Mr. Driver feels that
Lloyd's itself must now begin
thinking ahead in various ways to
its role in the 21 st century, espe-
cially in regard to its historic stance
over the maintenance of private
membership, which excludes com-
mercial syndicates under its
present constitution.

Mr. Driver's group currently rep-
resents various insurance compa-
nies recently formed as wholly-
owned subsidiaries of industrial

corporations.
"It' s fascinating to go back in

one's mind to the report on the pos-
sible future of Lloyd's, which was
prepared for it by the commission
under Lord Cromer a few years
back. This report re flectedthe view
that Lloyd's ought to consider ad-
mitting commercial syndicates,"
Mr. Driver said.

"Commercial syndicates are here
to stay. So I'd like to see people
start exploring once again the idea
of admitting such syndicates to
Lloyd's."

His own group, which has been
operating as an underwriting
agency since 1963, now has nine
companies in membership, includ-
ing two which joined last year. It
also expanded in the U.S. in ajoint
venture with Transit Casualty In-
surance Co. to form the Chicago-
based National Underwriting
Agency Inc. This has already nego-
tiated successful agency affilia-
tions in Seattle, Dallas and Boston.

Most ofthe gross operatind profit
of the parent corporation, London
United Investments, came from in-
surance interests, which contrib-
uted pretax profits of approxi-
mately $6.6 million last year, com-
pared with $5.2 million in 1977, a
rise o f 27%. •



Citibank

gives help
with claims

By STUART EMMRICH

NEW YORK-Recognizing the
boom in self-insurance might pro-
vide a lucrative source of new cus-
tomers, New York's Citibank is
starting to woo self-insurance ad-
ministrators and their clients by of-
fering specialized banking pro-
grams.

The administrators, the target of
this first marketing campaign, are
told they can improve both their
accounting and service opera-
tions-and so heighten their attrac-
tiveness to potential clients-
through a centralized claims pay-
ment and fund transfer service de-
veloped by the bank. Citibank
claims to be the first bank to mass
market such a service.

For a fee averaging about 25
cents per claim, Citibank will coor-
dinate all the financial transactions
involved in paying the claim, pro-
vide detailed accounting informa-
tion and track both the administra-
tors' and the self-insurers' claims
experience each month.

SIMMS-Self-Insurance Money
Management Services-is Citi-
bank's first step into the self-
insurance services field, say bank
officials. They are looking at ways
to adapt the program for individual
self-insurers and exploring ser-
vices for captives and captive man-
agement companies, says Tereze
Gluck, assistant vp of the bank's
insurance services department.

The SIMMS program's selling
points are that claims are handled
daily, administrators get daily rec-
ords and self-insurers need keep
on deposit just enough money to
pay three days' worth of anticipated
claims, as opposed to theestimated
30 to 90 days required by some ad-
ministrators.

The basis of the program is a
"zero balance" account opened at
Citibank by the administrator. The
account has no money on deposit,
but provides a disbursement cen-
ter for the self-insurer's funds.

Each self-insurer also opens an ac-
count at Citibank with funds to pay
claims for three days.

As a claim comes into the
administrator's account, Citibank
determines which client it should
be charged to. The amount of the
claim is withdrawn from the self-
insurer's account, transferred to
the administrator's zero. balance
account and then paid out. The
next morning, Citibank goes to the
client's home bank and has the
amountofthatclaimtransferredto
the three days claims account so it
is replenished.

Throughout the month, Citibank
keeps track of the payments and
provides records to the administra-
tor and self-insurers. Everything is
handled through a mini-computer
system in the bank's insurance ser-
vices office, which officials say is
the key to the operation.

The SIMMS program, which was
first designed in late 1976 for Con-
nectieut General Life Insurance
Co., now has two administrators as
customers. Two more are expected
to join by the end of the year. Citi-
bank handles the transactions for
26 self-insurers, with that number
expected to grow to 40 when two
new administrators sign up.

About 60,000 checks are now
written by Citibank every month
under this program.

Citibank officials say they think
the cost of the program is not pro-
hibitive, pointing out the average
25 cents per claim can be recovered
by the administrator from the esti-
mated $3 to $6 per claim that self-
insurers may be charged. •
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ry policy

The single port of call:
it should be a reality in
securing worldwide coverage
of marine cargo risks.

The complexities and risks of multinational shipping
are of a different order of magnitude than even a few years
ago. A U.S. -based firm, for example, may have manufac-
turing plants in many overseas locations - and cargo from
these plants may move through d6zens of different coun-
tries to worldwide destinations.

Securing coverage for U. S. exports and imports, as
well as cargo originating overseas, needn't involve
approaching insurance carriers in foreign countries. INA
can be your "single port of call" for a Multinational Trade
Program that gives comprehensive control over all U. S.
and foreign cargo exposures through a single policy. Gaps
and overlaps in your client's coverage are effectively
eliminated.

The Multinational Trade Program, available through
INA's Marine facilities, provides worldwide claims and
loss control services... and offers INA's unexcelled recov-

ery, subrogation and salvage facilities. Active in 110 coun-
tries, INA is recognized for its expertise and innovation in
worldwide marine cargo insurance.

For details and the latest edition of "Ports of the

World," write to INA: 1600 Arch St., Philadelphia, PA
19101. Or contact an INA Marine office: Los Angeles,
CA; San Francisco, CA; New Orleans, LA; Cleveland,

OH; Philadelphia, PA; Boston, MA; New York, NY; Chi-
cago, IL; Seattle, WA; Atlanta, GA; Houston, TX.

INA International, whose network ofworldwidefacilities is
the lamest of any single U. S.-based insurance company, has
developedanumberof operating standards that should prove of
interest and benefit to agents and brokers.

This is the fifth ina series.



Albert J. Tahmoush, Chairman and

 International Year of the Child, we
CEO of Frank B. Hall & Co., Inc. with
some of our "neighborhood kids". In this,

have millions of good reasons to
continue our growth strategy ...

International Year
oftheChild 1979 most are under ten years of age.

Pierre,
Mohammed,

Chueng,
11113, 

4

1

Maria, .'
.

Sean, - 7

. 1% <6

2 11

and U
discuss growth strategf
Worldwide expansion and refinement. Raytheon, Ringling Bros., McDonald's, PepsiCo,

Rapid, extensive but carefully planned. ITT ... to mention a few.

To preserve growth opportunities for Pierre Over 5,000 insurance professionals. Over
and friends. Protecting the firms they may someday 150 offices. In more than 40 nations.
work for, manage or own. Frank B. Hall & Co. A major influence

16 better protect and serve our worldly in every world marketplace. Ready to preserve and
clients. Occidental Petroleum, Pan American, protect your tomorrows ... today.

499* Frank B. Hall & Co.
International Insurance Brokers
We make your world safe. You make us world.famous.
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Illinois comp report
Costly workers comp Illinois, a state with some of the most liberal workers compensation benefits,

provides an interesting subject for analyzing the reasons for increased workers
compensation costs.

hampered by weight Crain's Chicago Business, a sister publication otBusiness Insurance, focused
on the state's workers compensation system in a series of articles reprinted
here. Some of the issues raised by the Crain's Chicago Business editors are
being addressed by the Illinois insurance department.

of excess litigation
In approving the latest rate hike of 23.8%, the department reminded insurers

that consideration of future rate increases will include analysis of how the'
insurance industry and employers are trying to contain medical and administra-
tive costs. Improved rehabilitation programs are also being encouraged.

By Paul Merrion what I should pay this guy without going to A jointtask force of the Illinois insurance department and the Illinois Industrial
litigation," Mr Berkowitz said Commission has been appointed to develop a program for monitoring the perfor-

Crain News Service "I wouldn't pay a goddamn penny if I mance of insurers, especially in claims payment standards and measures to
were a carrier in Illinois," he continued reduce costly litigation and delays.

OW THAT A stando ff between busi- "What's the point ofbeing a good guy ifyouness and labor has sent the Illinois leg- have to go through all this litigation any-
islature home without any serious consider- way9- the same," Ms Schneiderman said Gov James R Thompson, who hasation of workers compensation reform, it is

The IIC does not know how many cases pledged administrative reforms at the IIC,time to rethink the state's situation m hopes
of putting a meaningful overhaul bill tefore Statistics lacking are pending before its arbitrators and before budgeted a 34% increase in the agency's

the full commission itself, it does not have funding forthe 1980 fiscal yearwhich beganthe special legislative session expected this In contrast to states like Wisconsin and aggregate figures on what kinds of injuries July 1, the bulk of which would be used tofall
New York, which actively pursue cases as are resulting in what kinds o f awards and lt establish a modern data processing systemWith a 238% premium hike taking effect soon as an injury report is filed, the Illinois does not even know how long it typically The legislature refused to go along, how-Sept 1 on top of increases totaling an aver- Industrial Commission pilesthe accidentre- takes a case to get through the system, the ever, saying it wanted the IIC to first de-age of 65% slnce the legislature put injured ports it receives in boxes in the cori'ldor IIC chairman said velop a plan for implementing the sy stemworkers' benefits in Illinois amongthe high- "We don'tdo anything withit," admitted Re- More importantly, especially in light of Ms Schnelderman said the plan will beest in the nation in 1975, business has the becca Schnelderman, chairman of the IIC complaints from business about capricious ready by the fall session One hopeful sign is

most Incentive to seek a conlpiomiseto con- Furthermore, any debate over the cost of awards, the commission does not know that a delegation of IIC staffers visited thetrol costs
workers compensation m Illinois is practi- whether"similar eases might be treated dif- Wisconsin system in June to see how claimsBut rather than focusing on the level of cally meaningless because the LIC's anti- ferently," Ms Schneiderman said are processed therebenefits, from which labor is extreme.y un- quated record-keeping system provides no The first step in solving the workers com- But other reforms appear to be needed lflikely to retreat despite repeated warnings statistics other than the total number of pensation problem, experts agree, must be Illinois is to get control of unnecessary

that Jobs are going elsewhere, some bum- claims "There is no way to say whetheracci- to move the commission out of the green workers compensation costs
ness strategists are concentrating on admin- dent awards are golng up, down or staying eyeshade era into the computer age The real fault o f the system may be not soistrative reforms that will both cut costs and

much that business is paying excessively formeet labor's concern about delays in benefit
payments industrial accidents, but rather that too

much of the money is going to lawyers in-Both labor and business-as well as the
people of Illinois in general-stand to gain How long Illinois pays stead of injured workers

from improvements in a system that is stag-
gering under excessive litigation Length of pennanent Lawyers profit

partial disability payments for bodily injuries. Illinois seems to have lost track of the
Disputes costly Arm

Skull fracture original idea that workers compensation is235 weeks

In comparison with many other states, Illi-
60 weeks supposed to stifle litigation in return for

nois has a much higher number of disputed <9WIL___________ Facial bonefracture prompt, adequate payment of legitimate
claims and appeals An injured worker in 20 weeks

claims

Illinois may enjoy some of the highest bene- Rising benefit levels have created more of
fits in the country, but lt lS at a cost of - Lung,emoval an incentive for lawyers to get involved, usu-
months and sometimes years before pay- Thumb 100 weeks ally for a 20% contingency fee, creating more

*'1

ments are made 70 weeks and more disputed claims each year

The key to the problem is that Illinois has Index finger Spleen removal The number of disputed claims has shot
40 weeks 100 weeks

developed a system in which the Illinois In- up more than 77 5% since the 1975 liberaliza-
dustrial Commission has neither the man- Second finger tion in benefits The IIC faced 40,000 claims

Kidney removal
powernor the authority to actas more than a 35 weeks

100 weeks in fiscal 1975, while in the first 11 months of
referee between lawyers for management Ring finger - the current fiscal year there have been

71,000 claimsand labor, in contrast to many states that 25 weeks - Hand
keep litigation down by actively pursuing Little finger

190 weeks In this litigation-oriented atmosphere, du-
cases on behal f of workers 20 weeks bious cases aggravate an already severe

"If I got injured in Illinois I'd go hire a problem An Illinois Supreme Court case in
good attorney before the blood was dry-it Leg - 1977 awarded additional compensation for
would be the only way to protect my rights," 200 weeks back pains first reported 10 months after the

accident Last year the high court upheld ansaid Monroe Berkowitz, professor of eco- Large toe
nomics at Rutgers University and a nation- 35 weeks award to a worker who fell and fractured his

ally recognized expert on workers compen- Foot
Each other toe skull while leaving an after-hours, com-

155 weeks
sation "But I wouldn't do it in Wisconsin, 12 weeks pany-sponsored Christmas party
where the insurance companies know some- It is these kinds of abuses, more·so thanSetting standards for what constitutes permanent par- ing they don't solve the basic problem of fairness and
one will be on their tail " tial disability is one of the most contentious issues In uniformity Shown above are the lengths of time 11- the payment of legitimate claims, that are

But there is "no way I can forecast m workers compensation in the state Although some linois benefits are paid fordisabilities to various parts driving business up the wall
states have written standards, others avoid them, say- of the body

Illinois-if I'm an insurance company- But despite widespi ead wai nings, there is
Contznued on next page

Court rulings make way for more claims
By B.G. Yovovich ant was shot and killed Since the employe slipped, fractured his skull and suffered fur- have to be reduced to a state oftotal physical

had been laid off, the company contended ther complications The arbitrator denied and mental incapability before a permanent
the relationship was that of debtor/creditor compensation, but the Industrial Commis- total disability can be awarded " In particu-Crain News Service
rather than employer/employe, and that the sion and circuit court reversed the rullng, lar, the court ruled it is the responsibility of
claimant had no right to workers compensa- and the Supreme Court affirmed the award the employer to show the claimant is capa-TATHILE THE GENERAL Assembly tion

V V failed to make substantive changes m Workers compensation specialists say ble of "some type ofregular and continuous
The Industrial Commission did not accept there is no liability if the employer merely employment" and that "such employmentthe state's workers compensation law, sev- the reasoning and was upheld by the Su- makes a contribution to an employe event, is i easonably available "

eral recent court cases have expanded the preme Court, which ruled that "for purposes such as an employe-organized so ftball teamscope of the Illinois system Though the Industrial Commission's rul-
of workers compensation coverage, the or company picnic ing may not have the immediate impact ofAmong the Supreme Court rulings cited employer-employe relationship may persist the Supreme Court decisions, the com-by labor and management attorneys as hav- for a reasonable time after a layoffto enable • Fefferman, et al vs Industrial Commis- mission's policies are also important

ing a major impact on how the system lS the employe to collect his pay, particularly sion The claimant m this case got dermatitisadministered under existing laws are "About 150 to 160 cases a week are de-
when the employer has notmade itavallable from working with dry cleaning solutions, cided at the commission," chairman Re.
on the final day of work "

. Gunthrop-Warren Printing Co vs In- and after attempting to return to her Job, becca Schneiderman said "That makes it
dustrial Commission This case involves a found she had become sensitive to any con- hal d to isolate particular cases as being im-

. Mid-Central Tool Co vs Industrial tact with bleaches and detergents
laid-off employe who was killed whilepick- Commission This case reaffirmed that any pot tant, but theze have been some trends "

With her doctor testifying that there wei e Ms Schneiderman said that during hering up his paycheck Employes at the com. social or recreational activity sponsored by very few Jobs that she could handle with- 18-month term the commission has taken a
pany generally were paid the Wednesday the employer is subject to the Workmen's out risk to her health, the Industrial Com- much closer look at how great the disability
following the end ofthe work week, and the Compensation Act for any accidents that mission awarded her permanent total dis- in a particular case actually is, has done a lotdecedent, who had been laid off the pre- may occur The company had sponsored a ability more questioning of whether the injury ac-Vlous Friday, had come back to the plant to Chilstmas party for employes and their Aftei a reversal by the circuit court, the tually occurred on the Job and has reaf-collect his paycheck While he was on the spouses As the claimant was leaving the Supreme Court upheld the commission's firmed the principle that not every com-
premises, a robbery occurred and the claim- party and crossing the street to his car, he award, maintaining the claimant "does not pensable Injury is permanent
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Labor wields its clout to stop reform
By Marcia Stepanek ment insurance benefits in this state compensation rates Maragos of Chicago to record him "yes" on

Crain News Service For the past five years, dozens of plans to Labor had sought benefit increases before the next four bills scheduled to be heard by
reform the state's workers complaws-what the 1975 hikes But Republican pro- the committee Mr D'Arco, a Democrat, said

a s ONE BUSINESS lobbyist put it, the most business leaders pointtoas theleading business interests had the upper hand and he had to leave the meeting "to bone up on
I lwar over workers compensation in Illi- cause for Illinois's deteriorating business proposals to increase compensation were my pitching " When Mr Maragos, also a Chi-
nols is a five-year-old political battle that la- climate-have been offered to legislators in kept off the floor Since the Democrats have cago Democrat, asked Mr D'Arco to specify
bor keeps winning through sheer legislative Springfield taken control, the tables have turned which four bills he meant, Mr D'Arco re-

Clout But for the past five years, most of these "All hell broke loose in 1975," said plied,"Youknow, Sam Theonesthe Demo-

A top-ranking executive at Peoria-based plans have gone nowhere Leonard Day of the Illinois State Chamber crats want "

Caterpillar Tractor Co put it differently Why? Politics, pure and simple of Commerce "Prior to 1975, there was an Republican members of the committee,

' Mark Twain had lt partly wrong when he unwritten rule that an agreed bill process- still smarting from an early attempt during

said, 'No one is safe when the legislature is Democratic comeback
compromise legislation-was to be used to the session by Democrats to shrink the

in session ' It's not that no one is safe We're hammer out unemployment insurance and GOP's power on committees, protested to

the only ones who aren't safe when the Illi- If remembered at all, the 1975 legislative work comp legislation All of this broke deaf ears
nois legislature is m session They've session is recalled as the year labor scored down completely in 1975 when Democrats There was no agreed bill during the 1977-

rearned us on workers compensation laws " its biggest statehouse comeback m more and labor refused to engage in compromise 78 session And because GOP Gov James R
The Nebraska Public Power District is at- than a decade-r, in the view of the em talks " Thompson's revival of the agreed bill pro-

tempting to capitalize on that by writing to ployer, the year business took its toughest Last spi ing, Republicans tried to pass sev- cess last spring reaped nothing but impasse

many Illinois employers bragging that Illi- beating since the 19205 eral bills to cut back on some of the 1975 between labor and business representatives,

nois manufacturers can save up to $66,700 It was not an end to business It was. gains But labor was able to flex its muscles there wasn't one this year
per million dollars of payroll m workers rather, the start of a new era of Democratic with the help of House and Senate Labor "All we could do was agree to disagree,"

comp premiums by locating in Nebraska control of the Illinois legislature and Commerce committees, which are con- said workers comp panel member Thomas

Labor also boasts Woik on the $400 mil- Ever since legislation to dramatically in- trolled by Chicago Democrats and screen all Nyhan, an attorney with the Chicago-based
hon Alton Locks and Dam ProJect will be crease workers compensation was passed workers compensation legislation Pope, Ballard, Shephard and Fowle law

divided in half between members of unions during the spring of 1975-Just several It's the strict adherence to the wishes of firm

from Missouri and Illinois But union repre- months after pro-labor Democrats were labor by Democrats and the party line ap- As a result of that disagreement, Demo-

sentatives have agreed Illinois labor unions elected to majorities in the legislature and to proach on the Republican side of the aisle crats easily were able to shelve most

w111 serve as hiring agencies because of the governor's chair-labor and business that is frustrating meaningful workers com- workers comp measures until next spring
more liberal workers comp and unemploy- have been at odds over soaring workers pensation legislation Next year is anybody's guess Although

Gov Thompson's resurrection of an agreed
bill process for unemployment insurance

Legislators disagreeAdministrative changes h proved highly successful this year, both

For example, it wasn't uncommon for sev- business and labor came out of negotiations
eral Democratic members of the House or angered by the fact workers compensation
Senate Labor committees to request the legislation was apparently dead for the ses-

mean hope for syste m chairman to record their party-line vote and sion
leave the meeting room for mdefmite pe- In the end, the politics of workers com-
riods of time this session pensation in Illinois rest on one basic truth

By Dan Miller On one occasion, the day of the annual Labor has the troops and any reform legisla-

TRYING TO DEVELOP solutions to Illinois' workers compensation
House-Senate softball game, Chicago Sen tion, until the political lineup changes, will
John D'Arco requested Chairman Samuel have to come with its blessing .

1 morass is like nailing Jell-0 to the wall
As associate editor Paul Merrion lays it Out in a hard-hitting analysis, it's

nearly impossible to determine the extent o f the
problem, let alone a solution Workers compensation . .

Unopened boxes of accident reports litter the
Continued from previous pagecorridors of the Illinois Industrial Commission data-gathering and ratemaking agency,
no known case ofacompanyleaving Illinois show that while workers compensation pre-

and no records exist to show what kinds of claims 1„= 9 - ---
solely because of workers compensation miums in Illinois have more than doubled

are filed, how many cases are pending or what -lia-/*ill-»- costs Many firms have shifted parts of their over most of the last decade, other states
awards are made operations to the Sunbelt, but there are have seen even sharper increases

What it comes down to is this Illinois doesn't many other factors involved, including Between 1969 and the last rate increase in

have a workers comp program Instead lt has a lower wages and a lesser degree ofunioniza- 1977, average workers compensation pre-
bounty system that Identifies what parts of an tion there miums in Illinois increased 105% across all

employe's body are worth the most money and As Ray Coyne, director of the Illinois Eco- Job classifications, according to the council

encourages lawyers and doctors of dubious pro- nomic and Fiscal Commission, said, "It's a

fessional integrity to grab for all they can. total package of benefits and burdens on Compromise fails
Consider the case ofa worker who fractures his t business" that is important One of the

3

thumb Lawyers for the company and worker
things that attracts business iS "a happy But several other states have seen average

each drag a doctor before the IIC arbitrator, one arguing the thumb healed
work force that is well-trained and produc- premiums going up much more In Michi-
tive You might be better able to get good gan, premiums have gone up 142 9%, Minne-

perfectly, the other that the worker is crippled The arbitrator guesses be- workers if they know they'll be taken care sota is up 140 5%, in Florida, reputed to have
tween them, setting, say a 25% permanent partial disability He multiphes of' if they ale injured a workers compensation bar similar to Illi-

that by 70 weeks-the bounty set by state law-plus a few other computa- Illinois seems to share problems that are nois, premiums are up 222 2%, although re-
tions The lawyer takes his 20% cut ofthe award, the doctor gets his fee, and endemic to many other maJor Industrial cent reforms there mandated a 15% de-
the worker what's left states While business rightly complains, for crease, and Pennsylvania is up 259% Each

The weakness in this system-and the source of escalating workers comp example, about the high percentage of per- state, however, starts from a different base

premiums-is right at the beginning, when the arbitrator Judges the extent manent partial disability awards (35 5% of The point is not that Illinois companies

ofthe injury. Different arbitrators can and do make different assessments of
all claims in 1976, according to a study by should take comfort in these statistics
Mr Berkowitz), the situation is even worse Rather, the point is that success in legislat-

2 identical injuries, and no record exists ofpast awards to guide conscientious in New Jersey, where 45% of the claims In- 1ng reform is more likely to come from atten-
arbitrators. Needless to say, relying on the clouded judgments of doctors volved such awards tion to the tangible shortcomings ofthe Illi-

representing a company or injured employe is useless On the other hand, Wisconsin had only nols system rather than a constant chorus o f
The best opportunity for reining in galloping workers comp premiums 10% of such claims, which may be partially complaints about costs

lies in administrative reforms by the IIC that don't require legislative ap- attributable to the lesser degree of industry In several meetings during May, a labor-

proval there, but New York kept its permanent par- management committee appointed by Gov

Foremost among these should be abolishing the repugnant system of tial awards to 228% of all cases Thompson attempted to negotiate a com-

competing medical opinions on injuries A panel of physicians acting as
promise bill that would clear the legislature

independent evaluators, not advocates, could eliminate some ofthe worst Sharp increases
But after management presented its pro-

posals, "Labor indicated there was nothing
abuses in the system and assure that companies are paying and workers are Both Wisconsin and New York are known to discuss," said panel member Thomas Ny-
receiving Just compensation for injuries. for actively pursuing cases and keeping liti- han, a Chicago attorney and executive secre-

Second, the IIC should set aside its timidity and establish written stan- gation to a minimum Harry Benkert, head tary of the Ilhnois Sel f-Insurers Assn
dards for the amount of disability stemming from an inJury For example, of legal services for the Wisconsin workers Although the committee agreed to keep

loss of 40 degrees of internal rotation ofthe arm equals a 10% impalrment compensation agency, estimated there are the proposals secret, sources said manage-
Companies and insurers could predict the size o fworkers comp awards, and eight to 10 attorneys m the state who special- ment was generally seeking the Institution

employes wouldn't need lawyers or doctors to argue their cases ize full-time in workers compensation That of standards for evaluating disability, while

Finally, a more aggressive stance by the IIC on advising injured workers compares with at least 500 in Illinois labor was mainly after penalties on insur-

of their rights-even a pamphlet would help-and pressuring insurance
As long as business concentrates on ef. ance companies for tardy payments of bene-

companies to pay legitimate awards before a case needs arbitration would
for·ts to reduce the overall cost for workers fits

compensation, which in any case is difficult Using written standards for evaluating
reduce costs and the amount of time between injury and award to pin down, the debate between labor and disability would do much to tighten up pro-

So far the workers comp system has benefitted few besides a lot o f law- management is unlikely to shift offeenter It cedures at the IIC, but it is an area strewn
yers and some doctors. It hasn't aided injured workers and it has harmed would be much more productive to concen- with controversy and not all states follow
Illinois business Why preserve it' trate on administrative reforms in order to this practice

squeeze abuses out of the system, at the Written standards would allow companies

1 Dan Miller is editor of Crain's Chzcago Business. This article originally same time assuring prompter payments of and insurers to predict the size ofawards in
1 appeared on the editortal page of CCB in the Vzewpoint column legitimate claims particular accidents, and it would presum-

Figures from the National Council on ably eliminate variations in awards by dif-
Compensation, the insurance industry's Continued on page 42
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ittakes moIethan bIHvado to make a star.

You have to be bold to get out
there and create a stir. But you'd better be con-
sistently good at what you do if you want to keep
them coming back.

In over forty years in the insur-
ance business, we've developed the expertise
that gives creativity its power. The result has
been recognition of our name and respect for our
ideas the world over.

So when Schinnerer & Co. comes

up with a new product, brokers know what's
behind it. Years of international experience in
which stability has figured as prominently as
innovation. Thoroughly worked-out programs for
prevention of loss. An intricate network of re-
search, analysis and professional application that
keeps us responsive to the subtlest changes.

Up until recently, we've been a
quiet presence in the marketplace. But we're
stepping out into a few more spotlights now, and Victor Q
you're going to get used to seeing our name. .....=--I------I-

Whenever you do, you can expect an accom-
plished performance.

&Compary Inc
5028 Wisconsin Avenue, N.W.
Washington, D.C. 20016
(202) 686-2850
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PE SPECTIVE is simply a lack of manpower "It would est reports
grmd us down to a halt," Ms Schneiderman Many other administrative reforms are
said possible, and a formal study o f other states'

Workers compensation... Another means of hacking away at the un- industrial commissions probably would
derbrush oflitigation would be to start uslng produce a number of good Ideas
physicians as independent evaluators rather

Continued from page 40 standards are needed nevertheless because than advocates in the system

ferent arbitrators forsimilar injuries For in- "evenifthey do (useunwritten standards for In Illmols, where employes choose their Improvement possible
stance, a standard might state that if a per- evaluating disability), the next commission own physicians, "we get some doctors who Missouri, for example, has nine full-time
son has lost 40 degrees of internalrotation of still won't have any guidelines " could find spasms in a billiard ball," Mr Ny- attorneys to provide free legal advice to in-
the arm, it amounts to a 10% impairment Wisconsin has used published standards han said Insurance companies usually have Jured workers, a practice going back to 1947
Several states use a detailed guidebook, since the 1920s, while New York issues con- their own doctors evaluate injuries, and the Last year, out of 147,000 injury reports filed
published by the American Medical Assn, fidential guidelines to doctors certified to result is that arbitrators often have to choose with the state, arbitrators heard 30,000
for evaluating injuries while other states handle workers compensation claims Many between widely varying medical opinions claims andonly 137 cases went to a full hear-
have written their own standards other states avoid them as Illinois does "So While many states require that the em- ing before the Missouri workers compensa-

Although written standards would bring many things come into play, it's a question ployer choose the physician--on the theory tion board In Illmois last year, about 8%-r
rationality to the process and help insurance of weighing the evidence," said Robert that a firm's chief goal is getting an injured nearly 5,000-f the 62,000 claims were ap-
companies know what kind of payments to MeNevin, chairman of the Indiana Indus- worker back on thejob as soon as possible- pealed to the IIC, Ms Schnelderman said
make, "they might be less costly or more trial Board, which has a good reputation for one state administrator noted that it is "a There are doubtless many other ways in

costly, depending on how they are written," strong administration bone of contention with labor " which the administration of the IIC can be

said Ms Schneiderman, who lS opposed to While it is unlikely that labor in Illinois Improved, given the backing of business
imposing written standards on the IIC would stand for a change in that kind of sys- and labor for the necessary fundmg andre-

In the year and a half she has headed the Issuing opinions tem, a possible compromise might be mod- form o f its statutory authority Until then, it
IIC, Ms Schneiderman has taken steps to One way to bypass the standards issue eled on the New York Workers Compensa- will continue to be like every other system
rationalize the process and eliminate widely would be to start requiring IIC arbitrators tion Board, which employs 52 full-time doc- that is top-heavy with litigation
varying awards by different arbitrators for and the commission to issue decisions that tors to advise its arbitrators The claimant It is, as a Wisconsin workers compensa-

the same injury spell out the facts of a case and the reasons still has the right to choose his own physi- tion official put it, a system in which "every
Mr Nyhan of the Self-Insurers Assn for an award cian from a hst ofthose who have signed an Infected hangnail has its value, while the

agreed employers are "having more success Currently, the commission writes opin- agreement to use the New York guidelines person with a serious disability ends up get-
at the commission level," but he said that ions only in a few special cases The reason for evaluating disability and to submit hon- ting screwed " .

book reviews

Claims data cuts self-insurer's cost
By John Maes umes on industry and health coverage to full self-funding and self- administer retirement, death, disability and

The first part of the 180-page volume administration The authors assert there lS medical claims
Containing Health Benefit Costs: presents the editors' analysis sprinkled with evidence of movement away from the "con- A self-insurer for health and retirement

The Self-Insurance Option comments from Industry and health care ex- ventional funding arrangements" to one of benefits since 1947, the United Mine
By Dr. Richard H. Egdahl and perts on the issues surrounding the self- the alternative forms Workers of America maintains an automa-

Diana Chapman Walsh insurance of benefits as an alternative to There is increasing interest among self- ted claims review system Under the system,
Springer-Verlag-181 pp. conventional insurance plans insurers m using claims data tohelp control the union can detect unusual service

The second part is a collection ofessays by costs, the problem is how charges for medical care and doctors operat-
rn HE TREND for corporations to self- corporate benefit managers whose firms Using the classic tip-of-the-iceberg anal- ing out of their areas of expertise
1 insure employe benefit plans stops only have self-administered and self-funded ben- ogy, the editors suggest there is a wealth of
slightly short of a mad rush efit plans and adopted innovative cost- potential cost-savmg data below the surface

Trying to counteract health care costs, control methods
Action plan

of claims figures The trick is in finding the
some companies have been astonished to Variousviews on self-insuranceand anac- right data to tell where there is misuse and But, the system faces cutbacks under a

find self-insurance cut their costs by 10%, tion plan on how corporations can intervene inefficiency in a plan and where corrective 1978 contract agreement with the malor min-
15% and 20% These stories of success with m the health care problem are also included measures should be taken ing companies, even though it has cut the

self-insurance have prompted many other Deere & Co has been self-insuring and cost per beneficiary to an average $360 in
firms to look into self-insuring in hopes of self-administering its employe health bene- 1977 compared with $551 in 1976National health plan
achieving the same savings fits for the past eight years and reports an The final two sections ofthe book are par-

But companies are confronted with ques- Early-on the book addresses the issue of overall success Short of providing the ac- ticularly worthy of study because they lay
tions as they examine the merits and pitfalls national health msurance and the possible tual figures, the company says, "The savings out an "action plan" for determining which
of self-fundmg What types of plans are pos- effects on self-funding "The prospect of which have accrued to the company Since insurance options would deliver the biggest
sible9 What effect would the imposition of some form of a national health insurance 1971 viathe avoidance ofpremium taxes and payoff to the corporation
national health insurance have on self- plan certainly clouds the carriers' crystal the interestcredits on reserves have in them- Companies should analyze several kinds
insured programs'> How do other plans ball, but also that of corporate financial and selves been very significantand have proven of data costs, population, plan utilization
work'> What legal Issues could arisep risk managers who wonder whether lt lS the decision to go self-Insurance to have and resources, it's recommended Cash flow

These questions and others are answered worth their time and effort to restructure been correct " management must be studied and the over-
objectively and thoroughly in "Containing the financing of the private health benefit The Deere & Co essayis interesting inone all destrability of self-insurance must be
Health Benefit Costs The Self-Insurance plan that may shortly be discontinued or other respect The company relates how lt weighed, it's suggested Just bidding an m-
Option," a book that anyone considering profoundly altered," according to the directlyintervened in the health care system surance pollcy could produce savings, the
self-insuring a benefit plan could benefit editors by setting up a corporate health care depart- authors note
from reading The complete spectrum of mechanisms ment to plan and develop cost control mea- A firm should be aware of the legal issues

Edited by Richard H Egdahl, MD, and for funding employe health plans is cited, sures and check overutilization involved so that any self-insurance package
Diana Chapman Walsh, both of the Boston from conventional full insurance to mini- Polaroid Corp has assumed as much risk doesn't conflict with ERISA or anti-trust
University Center for Industry and Health mum premiums plans, self-funding with ad- as"economically feasible"in employe bene- law, the authors caution, pointing out the
Care, the book is the sixth in a series of vol- ministrative services contracts and stop-loss fits and has set up a benefits committee to pitfalls .

Hospitals fuel cost inflation: Professor
By Donald E.L. Johnson proportion of medical students with rural Prof Feldstein's economic model ofthe hos- Moratorium advocate

backgrounds and a change in medical pital " because its description ofthehos-
The Economic Foundations of school role models, who are mostly re- pltal operation is so simplified that it is not Dr Detsky's basic assumption is that

National Health Policy searchers and specialists useful as an instrument for understanding healthcare iS a merit good, especially when a
By Allan S. Detsky, MD, PhD During his studies at Harvard Medical how to intervene on the supply side to de- life is in Jeopardy Similarly, he recognizes
Ballinger, 256 pp. School, where he also taught medical eco- crease hospital in flation The model does that, "The public places a great deal o f trust

nomics, Dr Detsky participated in Prof not adequately deal with the issues of qual- and confidence in the physician and expects

H ARVARD'S PROFE SSOR Martin Feldstein's healthcare economics seminars ity, of control of hospital production, ofthe that the physiclan will act not as a profit or
Feldstein recently won the hearts of In his March appearance before Sen physician's role and of the interaction be- income maximizer and not as an agent for

hospital industry leaders with his spirited Kennedy's hearings on proposed cost con- tween the third party payers and the hospi- society as a whole (which is tax averse), but
denunciation ofthe Carter Administration's tainment legislation (his testimony was ex- tal As a result, the paper leaves the impres- rather as an advocate for doing everything
cost containment legislation But, one o f his cerpted in the April 12 Wall Street Journall sion that the way to handle the problem of possible for the welfare o f each individual
former students says his economic model Prof Feldstein declared, "The primary rea- hospital cost inflation is to roll back insur- patient "
for hospitals is sadly lacking, because it fo- son for the mcreasmg demand forexpensive ance coverage " His key conclusion and the theme of his
cuses on the demand for healthcare and lg- care has been the growth of insurance " The author is also critical of several other book, however, is that the mcreasmg supply
nores all other factors economic models of the hospital that are of physicians and medical facilities and

In an important new book, The Economic Models criticized based on the quantityandquality ofservices equipment are causing hospital costs to
Foundations of National Health Policy, Al- produced He dismisses a profit maximiza- soar, or, "supply creates its own demand "
lan S Detsky, MD, PhD (Ballinger, Cam- Dr Detsky agrees that the growth of tion model of Karen Davis, PhD, now assis- Therefore, while Dr Detsky, who is now a
bridge, Mass, $20) explains the causes of health insurance programs, which virtually tantsecretary ofHEW, because nonprofit in- resident in internal medicine at Massachu-
hospital inefficiency and attributes hospital insulate consumers from healthcare costs, stitutions' profits don't accrue to groups of setts General Hospital in Boston, has little
cost in flation to expanding supplies of doc- are important and have been an important individuals. Thus, "one has a difficult time hope that proposed federal hospital cost
tors, hospital beds and new technology cause of hospital cost inflation And he understanding why profits are pursued " controls or national health insurance will

The problem of physician shortages m ru- agrees with Prof. Feldstein's proposal that In another model, economists Pauly and contain costs, he is a strong advocate of a
ral areas, he says, can't be solved by o ffering employer-paid health insurance premiums Redisch assume physicians control the hos- moratorium on new hospital construction
cash incentives or fancy medical education should be treated, at least in part, as taxable pital operations and seek to maximize their and regulation of innovations in medical
loans What's needed is an increase in the mcome. Dr Detsky is critical, however, of net income technology
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Risk exec must set staff goals
LOS ANGELES-Risk man-

agers should carve a niche in the
corporate hierarchy by aggres-
sively redefining their authority
and clarifying their responsibili-
ties. suggests Felix Kloman in the
latest issue of Risk Management Re-
ports. The profession should also
concentrate on building a solid ad-
ministrative framework, which is
often lacking, Mr. Kloman says.

The report describes what Mr.
Kloman considers the "corner-
stones ofa sound and effective risk

management function."
It stresses the importance of es-

tablishing both a commitment to
and understanding of risk manage-
ment by possibly skeptical senior
management as an essential first
step to success. Then there should
be a clearly defined risk manage-
ment structure affording sufficient
responsibility and authority.

The risk manager is also advised
to draw up explicit long term goals
and annually set short term objec-
tives. These can be used to mea-

sure achievement, the report sug-
gests.

Fluid, two-way communication
with all other executive levels is

seen as the lifeblood o f healthy risk
management.

A written statement of risk mar.-

agement policy can be a great help
in showing the board of directors
that the "new boy" in the corpora-
tion is much more than an obscure

clerk who shuffles insurance poli-
cies all day, the report counsels.
But the definition o f the new disci-

pline can be especially delicate be-
cause it transcends traditional or-

ganizational divisions, the report
notes. Some executives reser.t

what they see as a brash newcomer

UW,e
bold.
But uide
'olid.

meddling with their fiefdoms.
Should the risk manager handle

employe benefit funding or leave it
to the employe relations depart-
ment? How much should the risk

manager be involved in imple-
menting programs that could
cause friction because they require
other departments to change their
plans or budgets? Mr. Kloman
doesn't answer these questions,
but throws them out for the

readers' consideration.

And there's the question of
where the risk manager should re-

port in the organization. Mr. Klo-
man favors finance or treasury not
only because o f the risk manager's
purchasing and funding roles but
also because this route will allow

the risk manager more opportuni-
ties to create reward and penalty
incentives for risk control.

Mr. Kloman also advises the risk

$837

million

$938
million
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At Argonaut, we take opportunities, not
chances.

Those opportunities have made the first half
of this year a success story for us, with assets
that approached a billion dollars, and a surplus
that increased to $182 million, the highest in
company history.

And while we're very, very pleased with our
growth and success, we can't say we're particu-
larly surprised.

Because not only have we taken on programs
that others found too risky, but we've developed
ways to make good risks even better.

: Report
manager to tread carefully in un-
raveling the staff and line func-
tionsofthejobandinworkingwith
alltheotherbranchesoftheorgani-
zation.

The report points out that risk
managers will have to follow the
general trend of management to-
ward decentralization over the

next 10 years. Spreading the risk
management message over such an
evolving corporate structure could
be helped by establishing properly
led committees or selecting "unit
risk managers" within each of the
scattered operating units.

Mr. Kloman portrays communi-
cation as one of the weakest areas

of administration, with senior ex-
ecutives scratching their heads
over the requirements of risk man-
agement programs or complaining
that an insurance strategy is being

We explore every possibility, to provide the
most complete coverage you'll find anywhere.
It means being inventive, flexible, persistent,
and working hard. It means quality service and
financial security.

Proud? You bet. Surprised? Not really. We
didn't get there by playing it safe. We made it by
playing it smart-with experience, expertise,
and a little ingenuity. With the opportunities
that other insurance companies thought were
uninsurable.

So if you call that being daring, sure we are.
It's paid off.

ARGONAUTINSURANCE
COMPANIES
250 Middlefield Road

Menlo Park, CA 94025
(415) 326-0900
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inflicted rather than administered.

The risk manager is urged to be a
good listener so he can learn the
problems and requirements of
other managers and consider them
in his/her programs.

The effective communicator also
should make full use of the risk

management annual report, sup-
plemented by periodic reports as
required by experience and events.
The risk management manual, in-
terviews with other managers and
inspections of their departments,
cost allocations and external com-

munications, especially with the
press, are also helpful.

Mr. Kloman regards the absence
of a risk management manual as
unforgivable. The manual should
be brief yet tell other managers ev-
erything they wanted to know or
didn't think of asking about risk
management.

Other corporate executives often
criticize management centers for
the perceived failure to allocate
costs equitably. Computer-backed
cost allocations reflecting a con-
sensus on problems and priorities
"can be one of the most effective

communication tools" by building
in loss4imitation incentives.

Mr. Kloman advises proper
budgeting so division managers
don't get hit with retrospective ad-
justments and revisions after they
have drawn up their own budgets.

For evaluating the risk manager
on the job, Mr. Kloman prefers a
mix of three approaches: measure-
ment against a set of guiding prin-
ciples; use of a management-by-
objectives plan, and the more
quantitative, cost-of-risk auditing
by which combined loss and insur-
ance costs are compared against
some base line.

His guiding principles revolve
around the essential elements of

risk management: exposure identi-
fication, risk evaluation, control
and financing, together with the
administrative framework.

In using management by objec-
tive, the goals against which to
measure performance should be
specific and clear, he says. Discus-
sing the aims of departments and
the individuals working within
them should cut across divisional

barriers and be meshed into the

organization's overall objectives.
What kind ofprofessional fits the

bill? Mr. Kloman opts for a good
communicator and effective man-

ager of people who knows what
makes the organization tick and
what it is seeking to do.

The risk manager may well need
a broad insurance background or
experience with loss prevention
engineering and safety systems,
but because the management ele-
ment is being increasingly empha-
sized, Mr. Kloman welcomes the
trend of more MBA graduates com-
ing into the field.

Risk Management Reports is pub-
lished by Business Insurance. m

New publication
about liability

SAN RAFAEL, Calif.-The in-
creasing number of nationally sig-

nificant decisions dealing with the
liability of insurance carriers,
agents and brokers in "bad faith"
situations and related fields has led

to the birth of a new legal periodi-
cal here.

Insurance Liability Reporter will
deal comprehensively with "bad
faith" and related areas such as

conflicts of interest, fiduciary rela-
tionships, problems resulting from

advice to policyholders, the duty to
defend and approval of policy ap- .
plications.

Insurance Liability Reporter will
be produced by the staff of Profes-
sional Liability Reporter and will
be published 10 times a year. Pro-
fessional Liability Reporter will
limit its coverage ofinsurance mat-
ters to cases directly involving pro-

fessional liability policies. •
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Delphi foretells less agents
By LEN STRAZEWSKI

TALLAHASSEE, Fla.-Don't

expect robot salesmen in the year
2004, but do expect fewer and
larger agencies, fewer and larger
insurers and more pressure to
maintain a high business volume.

Spurred by this Florida Assn.
.of Insurance Agents forecast of
the insurance industry in the 21st
century, producer organizations
around the country are diving into
long-range planning with

heightened interest.
The FAIA Delphi study, which

tapped the expertise of43 panelists
from the insurance industry, gov-
ernment and press, indicated the
agency way of selling commercial
insurance will survive the end of

the century but will change radi-
cally.

"Based on both qualitative and
quantitative responses, there is a
strong belief on the part of the
panel that the system currently
known as the American agency
system will undergo relatively sub-
stantial modification during the
next 25 years," said the recently

- published study.

Fewer independents
"First, the panelists expressed a

very strong generalized perception
that the number of independent
iagents would decline. These were
clear indications that the indepen-

CLOSER ENCOUNTERS OF 2004

0

0

0 0
0

dent agent is considered to be an
expensive approach to marketing
insurance and that a part of the de-
cline in thenumber ofindependent
agents would be a result of their
inability to control expenses re-
lated to sales service and over-
head."

Pressured by inflation to expand
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business and meet expenses, pro-
ducers will be put under the gun by
insurers looking to increase busi-
ness, according to the study. Insur-
ers may even create new kinds of
sales competition for the tradi-
tional brokers and agents.

Delphi panelists anticipated"de-
sire on the part of the insurers to

control to a much greater extent
than currently, their marketing
outlets. . ." in at least two ways.

"First, there was a strong consen-
sus expressed that insurers will
seek to control producers by re-
ducing to a considerable extent the
numbers of agencies associated
with a given insurer," the report

said.

"Second, there was agreement
expressed that insurers would
cease to allow an agent-producer to
represent a large number of car-
mers."

Captive trend

The panel expected a strong
trend to a captive agency system,
with producers representing only
one or two insurers who may re-
turn the commitment with market
guarantees or priority placement.

It is possible, individual panel-
ists say, that insurers may put
themselves in the front lines of

sales and go around agents for
some kinds of business.

"Insurers will develop more mar-
keting systems and these systems
will be competitive within a single
company," one panelist noted.

A colleague on the panel sec-
onded his analysis. "I do anticipate
fewer agency companies and in-
crease in direct writing by the
present agency companies. For
large volume lines, this may be-
come nearly exclusive," he ex-
plained.

The panel did not agree, how-
ever, that a new surge of direct
writing by companies or captive
agents would push independent
agents out of the insurance sales
scene.

"While I may agree that there will
Continued on next page

... more computerized sales
LINCOLNSHIRE, Ill.-The

agency of the future will let com-
puters handle most personal lines
and small commercial package
plans, but will tap experts to han-
dle big commercial risks.

A good, medium size commercial
agency also will have to solve
loss control, risk management and
self-insurance problems, provide
claims service for self-insuring eli-
ents and still keep a close esprit de
corps among employes.

These predictions were brain-
stormed by Webb Follin, Corroon
& Black vice chairman, and War-
ren Levy, a director of the Florida
Assn. of Insurance Agents Delphi

· study, at a forum here of Chartered
Property and Casualty Underwrit-
ers Assn.

Their goal was to create from
scratch the efficient agency of the
future.

"We should start with a small

personal lines operation, both
mass merchandising and directly
selling," Mr. Levy said, "and we
need a small commercial lines

operation-omputerized."
Mr. Levy predicted a separate

service profit center would be
needed to process claims for the
booming number of self-insurers
and a consulting operation that
"has no sales,just experts available
for a fee.

"We best look to the expertise to

compete with the alphabet houses,
because I expect they will be com-
peting with us," he said. "We
should gear up to see what we can
do with bigger risks."

Shared expertise

One way of achieving big broker
expertise is "to look to find col-
leagues willing to found a market-
ing co-op to share markets and ex-
pertise," Mr. Levy said. "We might
be able to score some employe ben-
efits through the national net-
work."

Mr. Follin echoed Mr. Levy's
plan, noting that he'd "also like a
little benefits. And maybe we
should get into some insurance re-
lated areas like broad loss control,
rehabilitation and loss control

engineering." He agreed to plans
for an adjusting and inspection di-
vision.

The final 10-year plan for the
imaginary agency would include a
prospects profile, "some thought
about where you'd like to live" and
people requirements, Mr. Follin
noted.

In personal lines, the agency
would require a computer and op-
erator who likes detail work to sup-
port the salesman.

"In mass marketing, we could
use people who like handling large
accounts," Mr. Follin said. "In

commercial lines we need some-

one who knows about small busi-

nesses. We could also use some

bright people as consultants or
hook into one of those franchise

deals.

"I like the idea of life and bene-

fits, so we need to get someone for
that, too," he explained.

Small commerciallines would be

handled mostly through package
plans, the partners agreed, and
would require some special exper-
tise "because we won't be talking
to people with a lot of sophistica-
tion in that area."

INSIDE

Commercial packages would
handle risks of up to $25,000 in pre-
miums with forms and rates on the

computer, much the way direct
writers are beginning to sell com-
mercial policies now, the partners
noted.

Separate divisions

"In dealing with large risks, we
will be making a home for the true
professional, a producer who can
handle risks of $300,000 in pre-
miums and up," Mr. Follin said.

Claims management, however,

Plan job training for efficiency
Required training and planned motivation can ease the problems
of being big and efficient, according to Allstate manpower man-
ager Ray Normann. Page 44D.

Soft sell wins complex accounts
Hard sell monologues lose to Socratic style when producers
pitch to sophisticated insurance buyers, says Ryan Agency
group sales trainer Lester T. Shapiro. Page 44E.

Score profits on workers comp
Workers comp, a neglected line, can be made profitable with a
little effort and education, say brokers who have found the secret.
Page 44K.

would be covered by a separate di-
vision and maybe a separately in-
corporated company, Mr. Follin
said, to "maintain a separate esprit
de corps. We cannot let anyone feel
like they are the small end of the
thing. Life and benefits producers
should work alongside the prop-
erty/casualty boys, but not report-
ing to each other.

"They should be separate, even
though companies like to sell
both."

Capital needs for the agency of
the future were calculated on a

Continued on next page

Lester T. Shapiro
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Delphi foretells... tional independence in placing in- volume guarantees in return for
surance for various market guaran- market promises, a commitment to
tees from insurers Arkansas and more automation and a willingness
Florida were sampled because di- to accept some direct billmg while '

ie Continued from preutous page few panellsts actually expected rect writer competition has empha- representing fewer insurers
be a greater use of 'company to in- banks to be serious competition for sized a need for"stronger competi- The agents strongly vetoed lower

t sured' operations and that there agents and brokers in the next 25 tive efforts," according to the commissions and exclusive agent 1
will be a substantial increase in years follow-up report, and therefore status in return for market guaran-
group insurance, I do feel that Neutral panel responses, indica- changes are likely soon tees from an insurer

there Is a resurgence in the desire ting a split among Individual pan- Agents were most interested in Most of the unacceptable trades lSUFEA ) of people to deal with a small store elists, reveal additional predictions actively seeking new business in were forecast by Delphi panelists 1
Y

@oluc
rather than a faceless supermarket about the changing roles of agents return for a guarantee, explamed Lack of trust between agents and
or discount store," one panelist ar- and brokers Warren Levy, one of the FAIA di- insurers may account for the nega-
gued Sales, for example, may be a de- rectors ofthe study The principals tive response, Mr Levy noted

"The independent agent and dining function of the producer were least interested in represent- "Agents and companies suspect 1
small producer will benefit from and service may become para- 1ng the company exclusively each other's motives They're fear-
the side effects of that, if I anh cor- mount as direct billing becomes The Florida and Arkansas agents ful, for instance, that the other will t

4'.: 4.X-
rect Also, it is possible that compa- more widespread vehemently, but not completely, fall to keep promises made or seek
nies niw not utilizing the indepen- "A moderate number of panel supported the idea of minimum profit at the other's expense " m
dent agency system will begin to members apparently believe that
open new outlets for independent other factors are at work that will
agents " cause a producer of 25 years hence

to develop a character essentially New risks will figure
*/ 2%. that of a service-oriented entity,"More competition

the report noted
More competition could come "This group pointed out that in future: Panelists

from outside the insurance mdus- many of the buyers of insurance
try, according to the Delphi study, will be purchasers of group and as- TALLAHASSEE, Fla -New exhausting the pool of funds for

notab y from the government and sociation coverage A significant kinds of risks, better ways of re- any maJor coverage
financial institutions State and part ofthe Insurance market would cor(ling losses and social changes "On the average, businesses will
federal government are expected be served directly from insurer to also may need analysis to complete be larger and the capacity of com-
to play a greater role as an insurer customer and the producer service the picture of the future of the m- puters enormous It seems obvious
(Bl, July 9) perhaps taking as much person will be involved with a surance business in 2004, noted that this configuration, coupled
as 20% of the insurance market, ac- small group of clients m an inten- some of the Delphi panelists with inflationary pressures, will
corcling to the study sive manner," the report stated "I strongly feel that new and produce a dossier system of some

GoKernment mvolvement is emerging risks produced by mod- kind of recording losses by busi-
hkely to be heavily rooted in per- Negative response ern technology will be a dominant ness and individuals on some lines

Agents are sonallines, through national health factor," one panelist said "These Ifnotused for future entitlement to
insurance, disaster and personal Interpreting individial re- risks include Jumbo risks (nuclear continued coverage, this record
property insurance and may pro- sponses, thereport stated that"it is plants, Jumbo Jets, supertankers), will almost certainly be used in ar-

unhappy: vide some benefit to producers as clear there will be a substantial long-term cancers, cumulative riving at rating "
an additional product shift toward sales and services of trauma, hazardous materials, pol- One panelist lamented the

The study cited the Insurance commercial lines and, to a lesser lution and others Right now I study's lack ofsocial analysis relat-
Corp of British Columbia, a Cana- extent, toward a broader range of think we are Just seeing the tip of ing to future business and culture

survey dian government sponsored m- financial services " the iceberg asbestos workers m "Did we ever talk about moral-

surer that markets through 11- An FAIA follow-up study of World War II are Just getting can- ity9 Lawlessnessp National pride?
cens€d producers for a flat fee. The agent attitudes indicates indepen- cer Maybe this lS the reason that Worker productivityp The status of

STEVENS POINT, Wis -Rela- fee, however, is small and the in- dent agents may be unwilling to ac- others m the group did not raise families? The role of church in so-
tionships between insurance com- surer deals almost exclusively in cept the role cast for them by this point " ciety9 Ethics" Professionalismp If
panies and independent agents in perscnal lines Delphi panelists Losses preoccupied another pan- more and more insurance iS inesca-
Texas have deteriorated over the The possibility of banks and Randomly selected Florida and elist "Very little attention has pably interlinked with social con-
past few years, but could be in*ro- bank-holding companies entering Arkansas agency principals were flowed toward losses," he said "I cerns, shouldn't we be very ner-
ved through better communica- the Droperty/liabillty scene alsc asked whether they would be will- think it inevitable that much more vous about what is happening'" he
tions and increased confidence, ac- was cited by several panelists, but ing to trade some of their tradi- concern will then apply to who lS asked
cording to a survey commissioned
by an insurance company The sur-
vey was commissioned by Sentry
Insurance of Stevens Point, Wis, Computerized sales . . .  __ -and conducted in March by Mc-
Bain Research Inc, an interna- Continued from previous page female support staff because we Incorporating an agency would
tional research firm 10-year growth plan In the first can pay them less,' he said

By a 58 to 41 margin, independent year, the agency would seek The blueprint for the hypotheti- offer tax benefits and limit indi-
agents in Texas agreed relations $500 000 in commissions By the cal agency was presented to two
between carriers and agents have end of five years, the partners hypothetical boardmembers, Rob-
deterlorated However, 46% be- planned for $3 5 million to $4 mil- ert J Gallagher Sr, president of

viduals' errors and omissions

exposure, says Warren Levy
heve the problem can be remedied lion :n premiums At the Nnd of 10 Arthur J Gallagher & Co of Roll- 

John W Joanis, president ofSen- years, the agency should be worth ing Meadows, Ill, and Virginia I of the Florida Assn. of Insur-
try Insurance, said that"according a fuL $1 rnillion in revenue. Cummings, commercial lines
to the agent, the carriers have been Incorporating the firm would of- product director for CNA Insur- ance Agents.
guilty of'dehumanizing' the insur- fer tax benefits and limit individu- ance Co in Chicago
ance business over the years Car- als' errors and omissions exposure,
riers must establish a mechanism Mr Levy said The company would People problem
for listening to and reacting to sell a small amount of stock to get
agents' needs " capital Mr Gallagher opposed plans for

"We ought to look at whatwe can personal hnes, mass merchandis- now at 34 or 35 they feel hke they pushed for life insurance sales sep- 
The study revealed that: expect to make out of this," Mr ing and consulting divisions, call- have nowhere to go " arate from the commercial and ca-

• 88% of the agents are con- Follm told the forum "I think our ing brokering "a pure professional Healthy bonus plans using cash sualty insurance marketing
cerned about the amount of office goal ought to be 25% of that Job You can't mix consulting with rewards would better maintain Continuing education would be
paperwork $500 000 as free bonus the first broking producer incentive, he suggested an agency requirement, at least one
• 78% worry about the ability to year " "People is the next most impor- course a year, concluded Mr Fol-

get documentation quickly, such tant problem," he said, noting that Continuing education lin, and community involvement
as policies, from insurers Division of labor

his own firm will need more than through scouting, the Salvation
• 73% worry about recruiting 4,000 employes after the .980s Ms Cummings, the only woman Army, whatever," would be impor-

qualified people at the staff and Fc r employes, Mr Follin recom- "Once you have qualified people, on the panel, immediately asked tant and necessary for any planned
clerical levels mended a conservative salary out a don't be too quicktogivethempart for the remaining male Job in the agency
• 65% registered concern over liberal incentive plan Abou 15 of the ownership," Mr Gallagher agency, expressing displeasure at "And I won't put up with people

proposals to repeal the McCarran- employes would be needed, in- cautioned "That is a mistake we the traditional sexual division of who don't want to work," he
Ferguson Act and the antitrust im- cluding three-"the producers, made with our own firm We had insurance agency labor She also said .

munity it grants the insurance m- two principals and one other some very bright young producers
dustry male " who were rewarded fcr their ef-

Regarding the amount of pa- "Then we would have about 12 forts with parts ofthe business and Expenses grew faster
perwork, 48% of the respondents
favored insurers sending compu-
terized bills directly to the client 1111111111111111111111 than income, IIAA says
and 46% favored insurers sending
computerized bills to the agent for  About 15 employes would be SYRACUSE, N Y -Though mittee chairman, "that agency
forwarding to the client A stan-  4 New York state agents generated principals passed on a greater per-
dardized application form for all i needed in a future agency, in- more income in 1977 than 1975, ex- centage of the mcrease m agency
insurers found favor with 95% #Im #JI cluding three producers and penses grew faster than revenues, income to their employes than they

Respondents agreed the solution according to a new study by the In- retained for themselves "
to the problem of delays in docu- 1 4 ' *11.11 44 about 12 female support staff dependent Insurance Agents Assn The study also revealed 48% of
mentation is to upgrade personnel of New York the surveyed agencies' revenues
in the insurance companies

-- because we can pay them Salaries and benefits for agency came from personal lines, 39%The low status of staff and cleri- M///b <;571/X/// employes showed a large increase, from commercial lines, 4% from

cal positions was cited by some EZ ...u leSS," Said Webb Follin Of sald John Lavalle, IIAANY assis- life, accident and health plans andagents as contributing to the re- 1 ·.
cruitment problem Other agents .3t  C&8. tant executive vp, but renumera- 9% from other sources

tion of agency principals grew slo- The survey, to be released later

suggested establishing intensive S wer than revenues this month, polled 415 state agents
insurance career preparation Ldi "It is apparent," explained Ro- and selected 40 from that group for
courses in public schools bert J Taylor, renumeration com- the final sample, taking 21,2 years •
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Training beats efficiency blues: Direct writer
NORTHBROOK, Ill.-Commer-

cial agents fear competition from
direct writers, but they admit re-
specting the speed and efficiency
of the direct writing system.

Personnel management and

training requirements help boost
efficiency, says Ray Normann,
commercial manpower develop-
ment manager at Allstate Insur-
ance Co.

But there are many stumbling

blocks to productivity that have to
be avoided, he says, including in-
sufficient training, lack of motiva-
tion and plain boredom.

"Education levels are increas-

ing," Mr. Normann noted, "and
people who have a good education
want to use it or make better use of

it. If not, they get demotivated."
Unlike small local brokers who

usually have more work than per-
sonnel, Allstate has a large centra-

lized and specialized staff. The or-
ganization can produce a "factory
syndrome," a feeling among em-
ployes of being just another cog in
the machinery, Mr. Normann says.

As brokers continue to grow,
they may experience the same
problem in the future.

Intensified training and selective
job placement help beat the blues,
he explained. Allstate places em-
ployes in jobs not only on the basis
of talent, but also on an evaluation

of an employe's education, experi-
ence and ability to perform with
additional training.

"Some kind of training is re-
quired for all Allstate employes,
from basic typing for clerks to
management training for potential
managers," Mr. Normann said. As
the firm expands commerciallines
sales, specific training in commer-

ILLINOIS
RBK)NES inc.

A/BT
cial insurance has been a require-
ment for many employes.

"Proper training of an employe
needs some analysis," he said.
"The goal is to fill the gap between
an employe's performance level,
how he should be doing on his job
and his talent level. To do this right
we try to make his training as spe-
cific as possible and make our line
supervisors more aware oftraining
needs."

Training plans also must cope
with contemporary changes in the
insurance work force: more

minorities, women and permanent
part-time employes.

"Permanent part-time employes
are definitely the wave of the fu-

°

Errors & Omissions
O[Rf]©GBIRA[R!]©IM

IT

f 9/i

ture," Mr. Normann remarked.
"The new retirement laws which

virtually eliminate mandatory re-

tirement have created a problem.
We are getting many older folks as
well as women who want to work

regular half-days or parts of a day
during the week."

To accommodate part-timers, All-
state had to redesign jobs so the
work could be completed or con-
tinued smoothly through an
employe's work period. In some
departments, two part-timers have
to be trained to do one job to keep
work flowing throughout the day.

Many required traditional jobs
are just too boring for modern

workers and women especially
find it difficult to get fired up and
motivated for being a secretary or
clerk. The office "gal" who types
letters and makes coffee is becom-

Here's a coverage that offers you tremendous production potential... but you've got
to act now since Seedsmen's E&0is strictly a seasonal business and the contracts are
negotiated in the fall. Nationwide, the premiums run into the millions.

Your prospects are seed growers and their associations, seed wholesalers, seed brokers
and seed dealers. Coverage is broad and basically covers four areas: Mechanical error,
control problems, germination deficiencies and other assorted problems. Our Seedsmen's
market offers you high limits, competitive rates and selection of deductibles.

insurances

effected at

Lloyds.
London

since 1905

CALL NOW-WE'LL SEND PRODUCER KIT

the best of both worlds , 19
1 LUNOIS
R.B. JONES inc. serving agents

and brokers

since 1905

175 W. Jackson Blvd., Chicago, 111. 60604 • Phone (312) 435-8200

ing an anachronism in many large
firms.

"Some of the boring jobs have

gone to computers, but many other
boring jobs that people don't want
are still around and need doing,"
Mr. Normann noted. "No one

wants to be a secretary."
The answer may be to automate

as many dull jobs as possible and
enlarge and enrich the remaining
work to challenge employes, he
says. But managers hold back

progress.

"There's still an attitude problem
among managers everywhere," he
explained, "because managers in
general have been so task oriented,
not people oriented. So a good per-
sonnel manager must change the
focus o f managing and get supervi-
sors and executives more aware of

the potentials of their employes.
You have to train the executives to

ask themselves, 'How do I tap that
resource that is my assistant?' "

Automation, however, is not the
savior; it creates its own problems,
Mr. Normann observed. People
have to be trained to operate the
machines and then get better at

handling machines. Courses in im-
proving keypunch speed are re-

quirements in most heavily com-
puterized firms.

If staff training and motivation
problems aren't difficult enough
problems for growing agencies to
handle, managers and future man-
agers are also presenting new per-
sonnel planning problems.

"Simply, some people do not
want to be managers or supervi-
sors. We have to learn to deal with

new breed values and acknowl-

edge that some people value lei-
sure and the good life overjob and
career. They just don't see any pay-
off from being chairman of the
board," Mr. Normann said.

Experience with quality person-
nel who have no drive to be boss

led Allstate to develop alternate ca-
reer paths for employes based on
training programs that can lead to
either supervisory and manage-

ment positions or technical careers
that demand complete expertise.

Rewards for continuing educa-
tion likewise can bolster the moti-

vation of employes, he said.

In spite of good planning and
enlightened personnel manage-
ment, motivating the work force of
the future is no easy task. Itmay be
just plain impossible to force moti-
vation at all, Mr. Normann said.

"Frankly, I cannot motivate any-
one but myself, but I can provide
the atmosphere to motivate your-
self. I can discuss with employes
whattheywantandthenworkwith
them to get what they want and
motivate themselves. Whips and
bucks just don't work anymore. It
really takes some personal coun-
seling."

What a boss can do, Mr. Norman
says is be aware of his employes'
needs and changes in values. He
can be aware of conflict between

corporate and personal goals and
manage the conflict so it's out in

the open and settled.
"You've got to get the garbage

out. You don't want to hurt egos,
but you do want to be honest and

build a relationship with your
staff," he explained.

In any big operation, however,
the threat of factory syndrome still
looms strongly as the result of spe-
cialization. Without a feeling of

sharingand teamwork, an employe
can feel abandoned.

"The best answer to that is the

unit manager," Mr. Normann said.
"He may not be able to put posi-
tions together to create a team, but
he may be able to create the feeling
of a team-some smallness with

the bigness. The trouble is that
most people are promoted up to
manager and still must learn peo-

ple skills to make this happen." •



Instead of teaching producers to
overpower buyers with a hard sell
monologue, the Ryan sales training
teaches sellers how to ask ques-
tions, says Lester T. Shapiro, assis
tant director of the training pro
grarn.

"Most people are familiar with a
conventional autocratic mono-

logue kind of selling, what people
call the hard sell. What we do is re
verse the communication to show

that we are concerned about what

the customer needs. A good sales
man must know what questions to
ask."

The goal is to get the client im
volved in his own buyingand "crit
ical to this is being a good listener,"
Mr. Shapiro explained. "Ofcourse,
the producer must have a depth of
knowledge, but to be truly success
ful he must be able to present his
information in a way a client can
easily understand."

The commercial selling program
should take .about six months, with

the producer graduating to work-
ing with an experienced account
executive on existing accounts at
that time.

Ryan teaches product knowl
edge first, giving salesmen the
depth to ask the right questions. In
training Scarborough personnel,
the job was simple. Scarborough
producers only deal with a limited
package plan for banks. Training
account executives for Youngberg
Carlson will take extra time as the

firm works out an efficient general
commercial lines class, Mr. Ryan
said.

After building technical know
how, the Ryan system moves into
sales technique, stressing presen-
tation skills and using video and
audio cassette recorders.

"Talking about something is not
nearly as effective as doing it. So
we use a variety of role-playing

Use premium
financing to help

dose the sale.
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Hard sell loses out: Agency sales trainer
CHICAGO-The growing so-

phistication of insurance buyers is
making salesmanship a necessity,
but the hard sell won't win clients,

says Patrick Ryan, president of
Ryan Services Corp. here.

Growing competition from the
large sales staffs of direct writers
and jumbo brokers also heightens
the competition and allows the in-
surance buyer to be more choosy
about whom he does business

with.

Personality and the ability to in-
quire and communicate are joining
knowledge as producer sales keys,
he says.

"The more informed the buyer,
the more he demands from the

seller," Mr. Ryan explained. "And
in the future it will take a well-
trained and articulate salesman to

communicate a sophisticated pro-
gram to a sophisticated buyer."

Ryan Service Group acquired
four commercial agencies last year

and has started two of them on the

firm's sales training program origi
nally designed to train sellers o f
credit life and auto insurance.

The personal lines sales skills are
needed in commercial selling, Mr
Ryan said, because "the ability to
sell one's self is critical to a client

It is important for an account exec
utive to establish some consistency
in his role."

Ryan's commercial agencies in
Chicago-Youngberg-Carlson, a
general commercial lines house,
and Scarborough Agency, a bank
ing specialist-have picked up sev
eral commercial accounts "from
firms who have experienced re
volving account executives," and
wanted to move the business to a

more stable operation, he said.
The secret is producers who are

more than"students of insurance,"
but also communicators with the

ability to convince clients of the
coverage they need and the quality
of the insurer.

A/ET systems
techniques and have trainees make
presentations, playing roles as
salesman and client," Mr. Shapiro
explained. "We try to keep presen-
tations short and almost always re-
cord them for discussion."

Criticism is a problem. Salesmen
don't usually take it well, said Mr.
Shapiro, so the instructor must
work hard at creating a "non-
threatening environment."

"The only time when a student is
not directly involved in participa-
tion is when he is making the pre-
sentation," Mr. Shapiro noted. "We
use a lot of self-evaluation, too, so
that people often find themselves
critiquing their own work on vi-

deotape."
Instructors, like the salesmen,

are trained to ask students ques-
tions, beingcareful to quizthem on
what they have done well in addi-
tion to what they need to do better.
Skills taught range from answering
insurance questions to the most
basic communications skills, in-
cluding how to completely answer
questions and how to talk to every-
one in a committee.

"It's the fundamental communi-

cations skills that people most of-
ten are missing," Mr. Ryan re-
marked. "For example, we had a
trainee do a fine presentation with
just one flaw: he spent the whole
time talking directly to the number
one man on a committee, ignoring
the rest. You never know when one

person will take offense and kill
the deal."

Why let price
turn a hot

prospect cold?

Premium financing.
Its good for

your business

imowwhetqu:6.
Ii-MA ly*Laster T. Shapiro, al-
,lillin director of Ryan Services Corp
*f*ing program.
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You know the sale we're talking about. The one where every-
thing goes smoothly. Until the prospect hears about the cost.
And starts to talk about shopping around.

That's the time to bring up AFCO premium financing. Itsolves
a big problem for him. He ends up with the insurance protection
he needs without having to use his bank or other lines of credit.
And you end up with a solid sale.

The whole thingcan be handled quickly and easily-usually the
same day.

Serving the premium financing needs of agents and broke
been ourbusiness-and our only business- for nearly a q
of a century.

We're ready to serve you. With a network of 17 offices in the
U.S. and 5 in Canada, we're able to provide local, same-day,
personalized service.

For the location of the AFCO office servingyour area contact:
Paul M. Holland, Vice President-Marketing, AFCO, New York.
(212) 233-8000.

Orcall one of our Regional Vice Presidents collect:
Baltimore, Maryland-Douglas A. Falkner (301) 296-5000
Chicago, illinois john Hansen (312) 449-3500
Kansas City, Missouri Gloria Lefton (913) 381-6900
Los Angeles,California Louis P.Seidensticker (213)703-1851

Pine Brook, New jersey Robert M.Breckenridge (201)575-7770
Toronto,Ontario-Peter D. Birkbeck (416) 868-6777
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Grass roots politics reap rewards for agents
By Roger L. Duerksen

PTYHE INSURANCE INDUSTRY, from agents in
1 the most rural of America's small towns to glass

and steel corporaze headquarters in urban financial
centers, is affected daily by the regulatory entlhusi-
asm o f politicians and government agencies.

Any realistic look at the insurance industry's fu-
ture cannot ignore the reality that increasingly rigor-
ous regulation ofits activity by both Foliticians and
bureaucrats will be a fact of life. To fail to respond
aggressively and with foresight is to fail to protect
this industry' s fuxire.

The best defense against government encrcach-
ment into the fre E enterprise of the insurance Jusi-
ness is a good p. litical offense. The public oilicy

Roger L. Duerkse c is a political consultant based in
Sacramento, Catif. He organized the Independent
Insurance Agents Assn. of California's political
group that helpedoverride Gov.Brown's veto ofa bill
prohibiting bank holding firms to sell insurance.

Itls easy
First, The Merchants

Package Policy is easy to
sellbecauseit'svery com-
petitively priced. That
means yourinsureds may
realize substantial sav-

ings over what they may
be currently paying for
businessinsurance.

articulated by politicians
as they er. act laws to gov-
ern the insurance indus-

try has been influenced

with varying degrees of
success by politically ac-

tive insirance agents and
broker.. Now is an oppor
tune time for a review of 4

past political practices .,-
andanassessmentofnew

polisic al resources that 4%»
may be utilized on behalf

of an industry known for
its innovation and cre-

ativity.
Current industry pro- perspective

grams to influence the ac-

tivities of legislatures rely principally on profes-
sional legislative advocates. Although this method
has prcven its worth and should not be abandoned,
it's instructive to look at the effectiveness of the

. . to sell

Not only is Commercial
Union's Merchants Pa-k-

age attractively priced, i.
also includes theessentio:

coverages retailers need.
plus options to broaden
their coverages.

... to understand
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grass roots legislative strategies employed in recent
years, mostly by non-traditional "cause" groups
such as environmentalists and nuclear power foes.
Although these groups rely on confrontation tactics
atypical of most business people, they nonetheless
have shown the political influence that can be
wielded by a small number ofcoordinated vocal con-
stituents in key legislative districts.

The success of California insurance agents in ob-
taining a permanent law against bank holding com-
pany intrusion into the sale of insurance offers a cur-
rent case study. This success was largely because ofa
strategy that aggressively deployed trained agents to
enlist their own legislators' support in a carefully
coordinated program complementing the work of
their legislative advocate.

The California agents faced staggering odds. The
state's four largest banks, among them some o f the
largest in the world, had as many as seven lobbyists
working against the agents' bill. The agents had one
legislative advocate.

After the agents' bill was passed by the legislature,
Gov. Jerry Brown vetoed it at the
request of the banks. A legislative
override ofhis veto was needed, re-
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commissions.

It's Commercial Union's

Merchants Package
Policy eke advantage
ofit

Commetrial Union
One Beacon Street

Boston, Massachusetts 02108

Now therek aMerchants Package
thath really easy to sell!

quiring a two-thirds vote in each
House. Before the agents' bill,
there had been only three
governor's vetoes overridden in
California in 30 years.

There is little question, then, that
the grass roots of the insurance
business-its retailers-potentially
form the most effective political re-
source on the contemporary Amer-
ican business-political scene. In-
surance industry leaders will need
to make a serious commitment of

time, energy and money to be able
to affect the way their industry is
governed in the future.

This is not, however, to suggest
that such an endeavor should sup-
plant existing traditional lobbying
programs. Rather, it should be-
come a forceful corroboration from

every legislator's home district.
Any program to develop grass

roots involvement should contain

at least four key elements if it is to
be effective:

• Participants should be or-
ganized by their home addresses
into units consistent with the polit-
ical subdivisions of the office-

holders targeted. If members ofthe
lower house of a state legislature
are the focus, then participants
should be organized into units
based on the house's districts.

• Extensive training should be
provided in the process of in-
fluencing a legislator's thinking.
Special attention should be given
to the very different dynamics that
operate between a legislator and
his constituent and those that oper-
ate between a lobbyist and a legis-
lator.

• A means of coordinating this
network of skilled and well in-

formed participants must be devel-
oped so legislators can be appro-
priately contacted about their posi-
tions on industry issues. Local

agents and brokers who will be
contacting the legislator should be
told why an issue is viewed as it is
by any given legislator.
• "Grass-roots" participants

must be supported and recognized
for their efforts. Regular oppor-
tunities to utilize, but not over-
work, their new knowledge and
skills should be designed into the
program.

An additional political resource
that can both enhance and be

enhanced by such a program is a
political action committee or simi-
lar campaign contribution plan.
When the contribution guidelines
for a PAC are coordinated with a

grass roots program, mutual bene-
fits can be realized, such as
heightened political visibility for
local agents and brokers and their
increased willingness to contribute
to the fund.

Political activism may have been
a luxury in the past, but it is now a
necessity-and part of being in the
insurance business. •
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Computerized policies arrive in '81: ISO
NEW YORK-Brokers can ex-

pect immediate policy turnaround,
instant rate adjustment and read-
able policies from the Insurance
Services Office-and sooner than
2004.

Pipe dreams? Not so, says ISO
executive vp Fred Marcon. Change
for the better is already in the
works, he says, and the first major
signs should appear in 1981.

"By 1981, we are committed to
having all of our state offices on
line with our New York computer
for all property insurance rates,"
he explained. "We already have
nearly all U.S. property rating in-
formation stored in New York.
With that information available to

our offices, we should be able to
guarantee more prompt turn-
around, accurate rate data and in-

stant rate adjustment."
ISO has a reputation among bro-

kers for being inaccessible to pro-
ducers, slow to update coverage
forms and rates and for unintelligi-
ble policy forms.

"I am the first person to admit
that we have dropped the ball on
many occasions," Mr. Marcon said.
"We definitely did not handle well
ourshop owners form and punitive
damages plans."

ISO's shop owners form is virtu-
ally neglected by brokers.

Perhaps most embarrassing for
ISO recently was the fiasco in the
last two years over punitive dam-
ages. After arguing for a clear ex-
clusion of punitive damages in lia-
bility insurance policies and filing
comprehensive general liability
forms with the exclusion around

the country, ISO was forced by a
consumer revolt and some regula-
tor opposition to kill the exclusion. 

But a more informed and re-

sponsive era is coming, Mr. Marcon
said, supported by increased feed-

back from producers to balance
the orders issued by insurers who
own and operate the rating bureau.

"To the extent that we imple-
ment a program, brush offourtrou-
sers and walk away from it, we are
wrong," Mr. Marcon said. -Sure,
we are responsible to our insurers
to create the best available prod-
uct, but if it doesn't stand the test
of the marketplace, we have
failed."

In the beginning, policies were
thrown into the marketplace to
sink or swim on the strength o f in-
ternal analysis, but new policies
are now being reviewed by pro-
ducer liaison committees, an inno-
vation only two years old.

The committee, however, came
under fire at a recent Chartered

Property and Casualty Underwrit-
ers Assn. forum where agents
charged that ISO was not really in-
terested in what the marketers had
to say.

"ISO cannot do its job in a vac-
uum," Mr. Marcon said, "and we
are trying to encourage more pro-
ducer input. But we are just now
putting flesh on the bones of the
program."

Though producers' opinions
have been solicited, some agents
charge that they receive informa-
tion and sample forms too late to
analyze them properly.

The program, in its beginning
stages, "has had a tendency to cre-
ate hard feelings," Mr. Marcon ad-
mits, "but it is incumbent upon
ISO to recognize the need for this
input and encourage it"

C&8 subsidiary
Corroon & Black of St. Louis, a
new subsidiary ofCorroon & Black

Corp., has opened offices at 7701
Clayton Rd., St. Louis. The prop-
erty and casualty insurance bro-

kerage firm will be managed by
Timothy J. Davis, president, and
Thomas P. Danis and Christopher

R. Reither, executive vps.

A/BT

More meetings will be needed as
ISO continues its complete review
and simplification of policies, a
project in response to a legislative
and consumer mandate, Mr. Mar-
con said.

The review should help update
coverage and put policies into En-
glish rather than"traditional word-
ing that requires an agent to ex-
plain the policy to the consumer,"
he said. Some projects may take
years.

Work on updating the compre-
hensive general liability form, for
example, is not expected to be
complete until 1984 and the pro-
ducer liaison committee has al-

ready met four times on that issue
alone, Mr. Marcon noted.

"These reviews can't necessarily
be done quickly. Our analysis of
the boiler and machinery form may
take quite a while. Less complex
forms can be handled faster."

Brokers can expect package poli-
cies geared to larger risks in the
near future, a need predicted by in-
surance experts polled by the Flor-
ida Assn. of Insurance Agents.

"We are planning broader use of
packages aimed toward larger
risks," Mr. Marcon said. "There's
no potential problems in getting
this together-mostly we can use
the standard forms and increase

the insurance.

"But the biggest problem we will
be facing may not be packaging in-
surance," he continued, "but the

overall problem of affordability
that has hit personal lines with life
and auto insurance and will soon
hit commercial lines."

ISO will play a greater role in
simple loss prevention for smaller
companies, he predicted, and will
invest more time and money in
communicating loss prevention
techniques to producers through
seminars and fliers.

"There is no doubt that the cost

of insurance is going to generate
changes and if self-insurance and
high deductibles fail, we are going
to need to rely on risk-sharing and
old-fashioned loss prevention to
keep rates down. ISO, through our
communications department, will
have to help with the education of
producers in those techniques and
in proper use of our products," he
said. .

"We have dropped the ball on
many occasions," says ISO ex-
ecutive vp Fred Marcon.
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Minneapolis bro kers fight tough but fair
By LEN STRAZEWSKI

MINNEAPOLIS, Minn.-

Alexander & Alexander, Marsh &
McLennan and Johnson & Higgins
are fighting their big broker battles
in the arena of metropolitan Min-
neapolis, but they play by Marquis
de Queensbury rules.

Competition, like the futuristic
and spotless downtown business
district, is scrupulously clean but
very intense among the brokers
competing for the business of the
many international corporations
based here.

Alexander & Alexander is the
biggest broker in town with 228
people and a book o f business that
touches nearly half o f the roughly
25 Fortune 1,000 firms located in
the area. The A&A office has

doubled in size over the past three
years, says president jerry
Creedon, and will continue to grow
by at least 15% a year.

"That's a rather conservative es-

timate," he said. "But remember,
there's really not a meaningful in-
flux ofnew capital into Minneapo-
lis. Still, I think there's plenty of
business to enable a good agent to
grow."

Few small agents experience
sharp growth. This is a big broker
town with a crowd of smaller agen-
cies that become ripe for acquisi-

tion when they get more than 20
employes and a sharp reputation.

The three leaders have strong-
hold on total commission and fee
volume thought to be over $16.5
million with A&A raking in an esti-
mated $7 million, M&M close be-
hind with an estimated $6 million
and J&H coming in third with esti-

*BT markets
mated revenues o f nearly $3.5 mil-
lion.

A&A, though it hasn't made a 10-
cal acquisition since 1974, created
its Minneapolis office out of a se-
ries of acquisitions beginning in
the 1960s with Charles W. Sexton, a
Minneapolis fixture since 1893.

Competitors point to A&A's ac-
quisitions, much like the record of
the broker nationally, and charge
that the office "doesn't really
grow-it buys."

Mr. Creedon denies the charges
with a smile and points out that
only 20% of the office's employes
came with mergers. More acquisi-
tions are possible but "not merely
to add size. We want to try to add
talent and profit potential," he
said.

A&A's Minneapolis office is re-
portedly one of the parent's moss
successful operations, ranking be-
hind only the A&A Dallas office in
income. And like A&A nationally,
it has a large book ofmedium size
risks, accounts that pay less than
$500,000 in premiums.

This puts the office in direct
competition with many smaller
agents looking to add business as
well as with the big broker compe-
tition which is trying to maintain
growth rates in a tough inflation
period.

"Competition is very clean and
very honest," Mr. Creedon re-
marked. "We're really a small com-
munity in many ways. We know
each other very well."

Though casualty rate-cutting has

been severe, he said, "we haven't
had to get cut-throat. But we do
compete on a pretty ethical basis.
There are many good insurance
people in town-probably more
than any other area of the country.
I don't know how the community
supports us all."

Loyalty is one way the commu-
nity works. Corporations like to
work with local brokers, so much
so that Minneapolis corporations
don't like to use St. Paul brokers

and vice versa. Clients are loyal, 10-
cal brokers say, and the biggerthey
are, the less they like to shift busi-
ness.

Rates are another advantage, Mr.
Creedon said. "Though price cut-
ting has been significant. I don't
think it has really reached the high
level of the two coasts. The cycles
here are just not as severe."

Marsh & McI,ennan knows quite
a bit about client loyalty. Opened
in 1910, the Minneapolis M&M of-
fice was established to service the

Peavey Co. account-business the
office still has-in addition to Re-

public Airways and Northwest Ori-
ent Airlines, the leading air carriers
to the city.

Jumbo accounts are the office

specialty, a reputation shared with
its parent and about 7% o frevenues
are derived from fees paid by big
clients which self-insure some

risks. The big accounts are so sta-
ble, however, that many brokers in
town say M&M has become
paunchy about new business.

"Markets are demanding new

business," said George C. Wright,
head of the M&M office. "We have

many of the real giants, it's true,
but the thrust to keep up our 15%
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growth rate is making us look to
smaller-than-jumbo business."

With 80% o f its business in prop-
erty and casualty and 153 employes
excluding benefit consultants, the
M&M office performs additional
services including claims manage-
ment and investigation and loss
prevention.

Despite a new business punch
that is changing the M&M reputa-
tion in town, some growth hopes
are pinned on service. Growth is
harder to come by, a product of
having "too much market share,"
Mr. Wright said.

Construction performance
bonds are providing a burst of new
business for the office, resulting

from the booming downtown de-
velopment that is taking cash out
o f the coffers of the big corpora-
tions and putting it into office
buildings.

Tapping the corporate business
is a tactical problem for any broker
in any business community, but
unlike more political towns, new
business prospecting depends
more on presentation than a
broker's social standing.

"The country club style is over. If
we didn't perform, we'd be out on
our ear," Mr. Wright explained.
"Account executives we have are

getting accounts only by convinc-
ing the risk manager that he knows
his business."

Price, however, is still para-
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mount in the minds ofMinneapolis
buyers, noted Mark Michel, presi-
dent of the Johnson & Higgins of-
fice. But simple quotation is not
the usual J&H procedure of seek-
ing a new account.

"There are lots of sophisticated
buyers here. We have an active
RIMS chapter but also many small
buyers had to expand their knowl-
edge of insurance," he said.

Mr. Michel sees more aggressive
loss control plannmg by "senior
execlitives," and expanded use of
the J&H loss control engineering
staff. Pension planning and em-
ploye benefit business is signifi-
cant in the Minneapolis office, he
said.

The Johnson & Higgins office
ranks third according to local esti-
mates, with about 55 employes and
estimated revenues of nearly $3.5
million. J&H would not confirm
the figures.

Coming up behind Johnson &
Higgins is the Nordstrom Agency
with about $3 million in local reve-
nues, according to its own estima-
tes. Though the firm is based in
Minneapolis it has 15 offices na
tionally and is ranked 18th in the
Business Insurance list of the 20

largest U.S. agents/brokers.
Nordstrom's local presence is a

puzzle to its competition. One large
competitor said the last time he ac
tually saw a Nordstrom producer
was "four or five years ago."

The low profile reputation did
not surprise executive vp Stephen
Nordstrom, "because everybody
here has their niche. Ours is in the

Minneapolis investment commu
nity and income producing

property-shopping centers, ho
tels and offices"

Nordstrom "goes up against
A&A" and spars often with M&M,
Mr. Nordstrom said. But the firm's
niche is is out of the mainstream

and competition for the big risks,
say competitors.

The Midwest is more the Nord

strom marketplace and the agency
has an armlock on associations. Or
ganizers of shared risk pools for
farm equipment manufacturers
and non-profit religious organiza
tions, the Nordstrom Group parent
organization also is working to es
tablish a risk pool for the League of
Municipalities, an association of
governments based in Minneapo
lis.

"Minneapolis has watched us
grow," Mr. Nordstrom remarked,
"but now the focus of attention is

on our national accounts. We tend
not to deal with the giants, but pur
sue more the middle size accounts
of $100,000 to $300,000 in pre
miums and who don't employ pro
fessional risk managers."

Unlike bigger brokers, Nord
strom "definitely feels the impact
of soft markets," said Mr. Nord
strom. "We are reviewing more fre
quently and more in advance of ex
piration. There has been an in
crease in risk-trading among bro
kers, but basically there are pretty
stable client-broker relations

here."

Employe benefits is still a small
part of the Nordstrom business,
about 1% of its revenues, "but we
are gaining moderately in this
area," he said. The Nordstrom
Worth division, an employe benefit
consulting operation, "someday
will be a factor," he said.

Below the top four brokers, a
new world begins, and the assured
knowledge of the competition ex
pressed by the big brokers disap
pears. Three brokers ofroughly the
same size enter the competition,
but Brandow, Howard Kohler and
Rosenbloom most often comes out

ahead of the Frank B. Hall & Co
office and the Bockman-Anderson

Agency.
Brandow, Howard Kohler & Ro-

senbloom is at the ripe-for-
acquisition size, but remains inde-
pendent despite acquisition offers,
says managing partner John
Kohler. The partnership is limited

to 10 full-time employes and prin-
cipals turning 65 must resell stock
to the others and leave front-lines
management.

The goal, Mr. Kohler notes, is to
involve young producers in the
agency management. Often, the
"old heads"-Mr. Kohler, outgoing
chairman William Brandow, in-
coming chairman Frank Howard
and partner Amos Rosenbloom-
team up with young producers on
new business calls and visits to
long-standing clients.

The agency intentionally steers
arway from the meaty jumbo ac-
counts the bigger brokers prefer
"because one of our premises is to
neverletoneaccountdominateour
business," Mr. Rosenbloom ex-
plained.

The agency aggressively targets
smaller accounts that lack profes-
sional risk management, Mr.
Kohler says, ignoring "accounts of
$1 million in premiums, but up to
that size we definitely think we can
do a good job. There's so many

good middle size accounts here we
couldn't begin to call on them all."

Middle sized accounts have fed

the firm's growth from $500,000 in
revenues in 1963 to a premium vol-
ume of more than $20 million this
year, bolstered by a loss prevention
consulting division called "Atti-
tude Adjustors" headed by Mr. Ro-
senbloom.

The partners project growth
goals of more than 20% this year.

Security Underwriters, nearly
the same size as BHK&R, took one
of the acquisition offers that came
its way, becoming Frank B. Hall &
Co. of Minnesota this year. The
firm expects advantages from be-
ing a small "big broker" office and
will begin an advertising campaign
in the fall. This will be an innova-

tion in the Minneapolis market be-
cause few commercial brokers tap
media promotion.

"Since we became Hall we added
lots of new business in Minnesota

and eastern Wisconsin," said exec-
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utive vp Al Diamond.
Competition among the smaller

Minneapolis brokers is far from in-
timate. The agents feel "tremen-
dous pressure from carriers for
new business," Mr. Diamond
notes.

Below-the-belt pricing and fast
rate changes, however, do not of-
ten happen.

"Markets pretty much come to

us with their best shot the first

time," Mr. Diamond explained.
But more competitors come out

fighting.
Fred S. James & Co., another

large national brokerage house, re-
cently opened a small office and
small agents armed with strong
market connections, are constantly
threatening to climb into the ring
with the big guys. •
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 Office girls' deserve more prestige, pay
By Len Strazewski

T HE agent/brokerindustry won't everbe ready for automation . /5
as long as it's still 50          -
years behind society in
equal rights for women
employes.

Before you leap into a 
long lip service about
how valuable the "gals"
are to your business, let
me agree. Women are
important to your busi- leds linesness,just as once upon a 4
time three servants were

thought necessary to administer the life of one true
gentleman.

You have heard the arguments before and, with mi-
nor exception, ignored them. More often than not,

1

women employes take on more responsibilities than
agency principals are willing to admit-everything
from answering minor questions of your most impor-
tant clients when you are out o f the o ffice to actually
preparing policy forms for your approval. Few agents
ever bother to read what the "gals" put in front of
them because while women, they say, are too irre-
sponsible to be given better salaries andjob titles, they
seem responsible enough to do an agent's work.

Business Insurance is reprinting below a statement
sponsored by United Technologies that ran as a paid
advertisement in the Wall Street Journal. It is de-

signed to remind you that like many other business-
men, you have grown to ignore an essential segment of
your work force. It is there to remind you that an
important business resource has become as faceless as
a computer to you-just an object to type up and fill
out forms.

I agree with the ad and so does the rest o f the Busi-
ness Insurance editorial staff, but I think you should
take it a step further. As Ray Normann of Allstate

f

"Don't get a sunburn, Harry. You get red enough
talking to claim adjusters as it is:'

If you're into a slow burn, or even a fast
burn over claim settlement problems, Bit-
uminous can offer soothing relief. Our
relief takes the form of claim service that's
fast, fair and accurate. Our highly-skilled,
professional adjusters try extra hard to
ease your discomfort by minimizing claim

Let's Get Rid Of

"The Girl"

turnaround time. As always, our adjusters
show genuine concern for agents and in-
sureds. So why not give Bituminous a try.
We're the property/liability companies
whose reputation has been built on service.

U Bituminous INSURANCE

COMPANIES

indicates in
Wouldn't 1979 be
a grear year this magazine,
w takeoff giant
step forward women em-

tor womankind ployes are im-
and get rid of
"the girl": portant per-
Your attorney says, sonnel re-"11 t'm not here
just leave it with sources whose
thegirl."
The purchasing Agent skills should
says, "Drop off your be tapped andbid with the girl,"
A manager says, encouraged
'My girl will Act
back myourgir]." and whose
Whal g.rl' jobs should beDo they mean
Miss Rof enlarged and
Do they mean
Ms Torre:d enriched for
Do they mean pay equal toMrs. McCulloughi
Do they mean that of any
loy lack:,un?

"The girl" man doing
is Certainly the same job.3 woman when she's
out of her teens. "Executive"
Like you,

should stopshe has a name
Use., being a male

terrn.

An "executive" once pointed out
to me not long ago that although
"women might be as smart as men,
they just aren't tough enough to be
in the front lines of the business
world."

I don't agree but you might, and
you may want to stop by the office
to tell me so. Good. If I am not in,
though, you may have the opportu-
nity to chat with either of my
bosses, Susan Alt, the editor ofBI,
or Kathryn Mcintyre, managing
editor.

If you have that opportunity,
don't expect sweetie-pie flunkies.

On second thought, do expect it.
I like to see heads roll.

.

Reprints of the United Technologies
ad above are available from:
Harry J. Gray, chairman, United
Technologies, P.O. Box 360, Hart-
ford, Conn. 06114

Know firm's

value, says
consultant

HOUSTON, Tex.-Agency fu-
ture planning, legal matters and
growth make it necessary for
agents and brokers to know the fair
market value o f their firms, says a
financial consultant.

"Most agency principals do not
have adequate knowledge of the
value oftheir firms simply because
they have not adequately ad-
dressed the reasons for knowing
the firm's value," said Russell R.
Miller, president of a brokerage
consulting firm in San Francisco.

Planning buy-sell agreements,
internal organization, perpetuation
and employe stock option plans
make audits necessary, he said.

Mr. Miller warned that placing a
fair market value on an agency is
notsimpleand requiresknowledge
of the current market.

"A buy/sell agreement price arbi-
trarily set at 1.25 or 1.5 times com-
missions is just not realistic in
today's world," he said.

"The old rule-of-thumb value for-

mula completely ignores the profit-
ability of the firm and passes over
many qualitative agency factors
such as agency management, com-
petency of personnel, mix of busi-
ness, special lines o f agency exper-
tise, growth history, stability and
broadness of the market base."

All accurate and IRS-accepted
methods base agency value on the
firm's earnings, not revenues,
Miller said.

"In most cases, however, the
earnings figure used to value the
firm will not necessarily be the
agency's reported earnings. In-
stead, the agency's income state-
ment is restructured to reflect what

the earnings of the agency would
be if it were operated by non-
ownership management." •



"Just a few steps and a lot o f re
education are the ingredients nec
essary to transform workers com
pensation from a business you take

only if you get the general liability
auto or property-all safer and his
torically more profitable-to a
business you're fighting with your
competitors to get," Mr. Stewart
said.

Each broker has his own ap
proach to workers compensation,
but the brokers contacted by Bwi
ress Insurance agree on some mi
tial steps a broker must take to
start turning a profit on workers
compensation.

"There's no magic formula to
success with workers compensa
tion, just some helpful hints to
bring the broker along," admitted
Donald Bell, head of Alexsis, the
risk management services subsidi
ary o f Alexander & Alexander and
a strong proponent of"the workers
compensation is profitable" the-
ory.

Before making any headway in
workers compensation profitabil-
ity, brokers must first become fa-
miliar with experience rating, the
brokers advise. "If the broker un-

derstands that aspect of workers
compensation then he can do a
great deal to mitigate costs for the
employer and grab more business
for himself," Mr. Bell said.

State rating boards, say many
brokers, are notorious for supply-
ing inaccurate experience modifi-

cations for employers and getting
experience data to the employer as

much as six months behind sched- 
ule. Equipped with knowledge of
the rating system, the broker can
correct the inaccuracies and delays
generated by the rating boards by
computing the client's experience

business insurance. September 3, 1979 / 44K

Brokers turn workers comp pest to profit
By MARY ELLEN McKEE

.A

CHICAGO-Workers compensa-
tion, neglected by brokers, can be a
money-maker, say brokers who
have discovered the secret of

profits in this business.
Two jumbo brokers and several

midsized agencies that recently
have plunged into the workers
compensation arena are proving
that rethinking, reorganizing and
broadening their approach to
workers compensation pays off.

"Most agents and brokers are
much too willing to echo the 'cry-
ing wolf of the insurance compa-
nies about the unprofitability of
workers compensation without
really knowing much about how it
works," maintained Richard V.
Stewart, vp of client development
for Louisville-based brokers

Nahm, Turner, Vaughan & Lan-
drum. "Whenever I hear a broker

cry wolf, I know it's simply not au
thentic and that the broker has not

approached his workers compen
sation business with the right per
spective."

Recently, NTVL put together a
self-insurance group program on
workers compensation for the
Kentucky State school board
When the school board first put the
workers compensation business
out to bid, the local agents moaned
that they were doing the school
board a favor by writing the busi
ness.

As soon as the school board

started considering group self
insurance, the brokers' tone

changed, Mr. Stewart said. "Every
local agent, who formerly wrote
workers compensation as a big fa

I vor to the school board, was fight
ing to grab the business."

In order to squeeze workers com
pensation of its profit potential, the
agent or broker will have to take a
more active role in areas that tradi

tionally were left to the employer
and the insurance company, eau
tion the brokers now enjoying
profits from workers compensa
tion business.

A/
18 door-openers

T

modification himself, Mr. Bell sug-
gests.

Leaving out an entire year's pay-
roll, charging one employer with
the claims of another and listing a
claim against an employer twice
are some of the errors Alexsis em-

ployes have found after sorting
through the new data used by rat-
ing boards, Mr. Bell noted.

"These mistakes can skew the

client's loss experience ratio en-
tirely the wrong way and costs him
more money," he explained.

By weeding out those errors,
computing an experience modifi-
cation based on the corrected data

and getting the experience data out

to the client before the next q uarter
begins, a broker can produce a ra-
tio that more closely reflects the ac-
tual loss history of his client and
can reduce premiums as much as
15% before alternative funding
plans are even applied, Mr. Bell
said.

This action has a ripple effect
on the business, he continued.
"Even though you reduce the pre-
miums of your client and conse-
quentlyyourown commission, you
can pick up a negotiated fee or
commission for your work on the

loss experience data.
"You can also pick up more cli-

ents when the word gets around
thatyouhaveenoughknow-howto
help the employer reduce his
workers compensation costs or
premiums. This line is often heard

*,5 *

in this business but very seldom
delivered," Mr. Bell remarked.

Another practice strongly rec-
ommended by the brokers success-

f.

Most agents and bro-

kers are too willing to
echo the cries of the in-

surance companies
about the unprofitability
of workers compensa-
tion without knowing
much about how it

works, says Richard V.

Stewart, vp of Nahm,
, Turner, Vaughan & Lan-

drum.

fulin workers compensation is pre-
screening all claims from the em-
ployer before they reach the insur-

Continued on next page

Directors & Officers Liabilitjr
can move people off the board.

I

You can get a jump
on this problem area by giving us a call.
Well show you all the right moves with dependable service.
And without playing games.

INTEGRITY,

RELIABILITY MORAN GOLDMAN COMPANIES
Ii-O Where Excess-Surplus Underwriting is Serious Business

Two Bryn Mawr Avenue, Bryn Mawr, PA 19010 • (215) 527-4400
414 Severn Bldg., 8600 LaSalle Road, Baltimore, MD 21204 • (301) 821-5900
1020 Kings Highway North. Cherry Hill, NJ 08034 • (609) 667-9600
105 Loudon Road, Concord, NH 03301 • (603) 224-4009
111 John Street, New York, NY 10038 • (212) 964-4500
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Fred S. James names international vps
been announced by Fred S JamesSeveral personnel changes have A/ET 

David B. Adams, executive vp o f

people 1 Adams & Porter Inc, has been f' ''& Co Inc Peter A. Rodaway was named a director of the National I nal

appointed a v p of the international Assn ofInsurance Brokers to com-

branch and will be responsible for plete the unexpired term of Rus-/K

the development and servicing of Tom Petway, exe.utive vp of sell H. Miles, who has retired from
multinational accounts He will Kramer, WLrn, Gay & Petway In-
work in the New York City office surance, Jacksonville will take

the board of directors Mr Miles,
chairman emeritus of Corroon &

The British-born Mr Rodaway was over this mcnth as president ofthe Black-Bennett & Edwards, relm-
formerly vp-international for an- Florica Ass n of Instrance Agents quished the post after retiring from
other major N Y insurance broker Other officers elected are Payne the brokerage firm Mr Adams be-

E14-
and directed its Middle Eastern op- Midyette Jr., Fresident of Robson Rand gan his insurance career with Markel Kirshner
erations Gerard A. Welker, 33, was Midyette-Mc,or Insurance, Talla- Adams & Porter in 1964 and was

appomted vp of the international hassee, as president-elect, and Mr Robson has worked with Ter named executive vp in 1978 He as chief operating officer of
branch and will manage the firm's Herb€rt T:·e„eek. C?CU, # p of Bush & Powell since 1973 as assis- serves on NAIB's marine 1nsur- Markel's insurance division He is a
new Paris office, where he will be Cannon-T:eweek Insurance, tant manager of the McKearm ance committee graduate of the University of Vir-
responsiblefordeveloping andser- Gainesville. as vp Nev drectors Agency, a marketing representa- *** glnla Ronald G. McE]yea was
vicmg international accounts Mr are Harvey L Brown, president of tive in the Schenectady office and The board o f directors of Markel elected resident vice president for

Welker previously wasvpofthem- the Harvey L Brown Agency, manager of the McKearin agencY Service Inc has approved several the Dallas region of Markel's insur-
ternational division of a malor Delrar Beicn James A. Leigh. He is a graduate of Norwich Um- staff changes Stanley B. Markel, ance division He is a graduate of
French firm C. Richard Peterson owner of Tr,ut & Leig- Insurance, versity with a BA degree ln eco- former president of the firm, was Texas Technical University
was appointed executive vp of Bradenton, anc Jerry L. Parker, nomics named vice chairman ofthe board

***James and manager of the Phila- owner and president cf Okaloosa Alan I. Kirshner was named presi- We'd hke to report on staff
delphia office He recently joined Insurance, Crestview Alonzo C. Rand Jr., senior vp dent and chief executive officer changes Just drop a note to Len

***the company as vp of financial ser- and director ofMarsh & MeLennan and will be responsible for the Strazewskt, Business Insurance,
vices for the Boston office L. Rmhari Hudson, a vp of The Inc, has been elected president of overall operations of the corpora- 740 N Rush St, Chicago, ILL 60611. M

***

Travelers Insurance Cos, has been the N.Y chapter of the New York tion. He is a graduate of Vanderbilt or call 312-649-5393 We'd also hke
William L. Hill of the North namec to a *wiy created position State Society of Professional Engl- University Anthony F. Markel be- to receive pictures of those in-

American Insurance Agency has in the corpormte researcn and plan- neers for 1979-80 He has served as comes executive vp and continues volved
been elected president of the Inde- ning department, where he will be an officer and director of the soci-
pendent Insurance Agents of Dal- responsible for agenca-company ety for 10 years Mr Rand heads
las Other new officers are W.R. relations and agency development M&M's technical services loss con- N.J. agents criticizeRucker, vp of Rucker & Associ- activites fo- all lines of busmess trol division A graduate of North-
ates, and Jim Strange, treasurer of Mr Hidson who formerly headed eastern University with a degree in
Jim Strange & Associates New the field div sion of the zompany's mechanical engineering, Mr Rand
members of the board of directors casualty-proserty lines cepart- Joined M&M in 1966 after working Kemper cancellations
are R.E. Bibby, Bibby Insurance ment, is or. the toard ofdirectors of for Brookhaven Laboratory and
Agency, Kim Carpenter, Kim Car- ACORD anc served as vice chair- Massachusetts Institute of Tech- TRENTON, N J -Kemper polleyholders will not be affected
penter Insurance Managers Inc, manur til recenly. He isa graduate nology Group's cancellation of New Jer- for at least a year

***Earl Sewell, Sleeper Swell & Co, of Cen=ral M.ssouri State Univer- sey agency contracts is just a way "We've lost money here for five and Donald L. Wolf, Wolf-Larkin & sity Marsh & McLennan Inc an- for the insurer to bail out of per- straight years," explained James
4**Associates Inc nounces the election ofClifford D. sonal lines in the state but save Wilson Jr, president of Kemper's

***

Kindler & =.al.cci, a California m- Bovee, Kendel J. Lyman and M. profitable commercial business, Mid-Atlantic division "We've
Harry A. Kearney has been ap- surance brck.rage, has named Steven Sadler as assistantvps All according to the Professional In- shown a loss, in fact, for 15 out of

pomted senior vp and manager of W.F. Williams toits board ofdirec- are based in the Seattle office surance Agents of N J the last 20 years The assigned risk
***the Fort Lauderdale office of Reed tors He recer tly retired as execu- This is a great shock to the in- plan alone cost us $15 million last

Shaw Stenhouse Inc of Florida, tive vp of tte Ir surance Serv.ces Charles L. French and Ralph S. surance climate m New Jersey and year
where he has been senior account Office Mr WiLiams also will serve Brainard have been named to the a slap in the face to the insurance- "In New Jersey, Insurance regu-
manager Mr Kearney, a graduate as a consultant in public and trade newly created positions of under- buying public," PIA president Wil- lation has become exploitation,"
of the Georgetown University relations He began his career with WI'ltlng supervisors in the Harley- lard Young said "Kemper is appar- he said, referring to Kemper's fall-
School of Foreign Service, entered the California Assn of Insurance sville, Pa, office of Harleysville In- ently trying to circumvent existing ure to win rate auto increases
the insurance field with the Fidel- Agents and has w orked for the Na- surance Cos. Mr French, pre- insurance laws and regulations Kemper still will accept business
ity & Deposit Co and operated his tional Board of Fire Underwriters viously employed by the Atlantic with these cancellations so that it through brokers and through
own agency before joining Frank and the Pacif.c fr-e Raing Bireau Cos, Joined the company as an un- can keep profitable, commercial agents who are also licensed as bro-
B Hall & Co in New York He is a He is a graita:e of the University derwriter in the Harley:ville office Insurance business and sharply re- kers, the insurer said
CPCU and has lectured at the Col- of Callfornia at Berkeley in 1975 Mr Brainard Joined the duce its commitment to personal Commercial business is not ex-

X**lege of Insurance in New York and firm in 1965 as an underwriter in hnes " pected to be curtalled because
the University of Miami He is past Charles L. Robson has beer- pro- the home office Both men are Kemper has not denied it plans most New jersey commercial

director ofthe National Assn of In- moted to vp and manader of the graduates of Penn State Univer- to sharply reduce personal hnes agents also are licensed brokers,
surance Brokers McKear n Agency of Ter Bush & sity business in the state, but notes that said Kemper Mid-Atlantic market-

*** ***Powell Inc m Hoosick Falls, N Y auto, homeowners and commercial mg manager Gerald Carmondy .

Workers comp a plant with 1,300 employes which merrer explained "This one step 4
had bad loss experience The insur- made the employer intensely ==-'----=-...

ance company made very few rec- aware that these losses eat up his abiGZ'9/VIV
ommendations and none of them dollars "

Continued from previous page "Loss prevention efforts of the dealt with the company's area of A few such simple procedures
ance company brokers should g= beyond the tra- vulnerability-forklift driving can bring down the rates to $5 per RS-'Bah¥ U.....

This allows the broker to do sev- ditional ore-underwriting loss ccn- After its loss control survey, $100 worth of payroll from $750
eral things at once weed out cases trol surve> ard recommendations Alexsis recommend the company per $100-a substantial savings for

r-$4-*.thatshouldn't be reported, monitor of the insdrarce companh" said attack this area Top management the employer, Mr Kammerrer z, r·
the frequency and severity of cer- James Kammerrer, vp of the (11- in the company, at the suggestion noted

7/&.2 0tam kinds of injuries, set more sen- cago operation of Alexsls At Alex- of Alexsls, started requiring "Brokers have to break away UV *.., YPG-C, .-r
sible reserves based on the moni- sis, a 10:s coitrol representative drivers to periodically go through from the traditional methods of 1-7
tored claims of the previous year will spend as m.chaseig-t nours a forklift driving training sessions handling workers compensation *7
and closely watch to see if the em. month at a plant condinting in- Alexsis also suggested the client business," says Myra L Tobin vp ,
ployer has been misclassified spectiona and meeting with key enlarge the license number on the and senior casualty officer for / ' "'

Even small brokers can pre. management people to d -vise Ln- forklifts and print a number on the Marsh & McLennan "The market
screen claims, Mr Stewart of novative safety and loss prevention hardhat of the drivers and the problems are not the same
NTVL insists programs This allows the employer to im- as they were five years, ago when 5PVI-fACZ<JZ@5#

"A good broker, large or small, Last year, for eyample, an insur- mediately spot the careless driver workers compensation was a lucra-
should never loosen his control of ance compan> conducted its pre- or a forklift that doesn't appear to tive business for a broker to han- Innovation will keep brokers
an account, especially in workers underw It ng 1, >s control survey of be functioning properly, Mr Kam- dle alive in the workers compensa-
compensation," warned a West tion market, says Myra L. Tobin
Coast broker who handles nothing J "Innovation is the only thing that of M&M,
but workers compensation ac- P.1 - will keep the brokers alive m the

Kcounts for an agency where one-
r 1 15452 workers compensation market " with funding alternatives," she re-

third of the gross revenue is
generated by workers compensa-  Am vention efforts should alternative funding methods for its Bucking tradition has worked !5;  The broker's loss pre- Marsh & MeLennan will suggest marked

tion business go beyond the pre- clients such as retro plans and self- for NTVL When insurance compa-
 underwriting loss con- retentions, not afraid oflosing that nies were reviewing the previousAlso, a broker should never rely -fY ' . ' i -23%1 *14, - trol survey and the in- extra bit ofcommission, Ms Tobin year' s results on NTVL's workers

on the loss prevention services pro- -....,#595<  --·- surance company's rec- noted compensation business, they ad-
vided by the Insurance company, r Suggesting a different way to mitted the brokerage firm's tightommendations, saysbrokers maintain "If you truly I m_ -f#-1.P. James Kammerer, vp of fund a difficult line of business is control on claims administration

want to keep the employer's costs not taking money from the and loss prevention resulted in aChicago operationdown, you have to go the extra dis- broker's pockets, Ms Tobin said, loss ratio of 45%, hardly a troubled
tance with him," Mr Stewart of ' 1 of Alexsis His firm

hoping to convince numerous bro- line, Mr Stewart said
NTVL emphasized Insurance d helps clients devise kers she has heard over the past "The broker with imagination is
companies don't always do the
best Job of loss prevention engi-

1 4>1 safety and loss control two years complam that funding sure to succeed in workers com-
programs. plans mean less money for them pensation," Mr Bell noted "Con-

neering, so the broker's extra "You'll pick up money with fees trary to the way insurance compa-touch is needed, the brokers ada- SiB *41: 1' |, -/·' and negotiated commissions for nies handle the business, it's not a
mantly agree other services that are required sterile formula type of line " .



Four brokers will bid

1 on Olympics' coverage
LAKE PLACID-Four brokers

are expected to submit bids Sept. 4
in a second effort to obtain a new
insurance program for the 1980
Winter Olympics.

Industry sources have identified
the four firms as Frank B. Hall &
Co., Lawrence-VanVost Co. of
Schenectady, National Preferred

 Risks of Great Neck and Placid
Management Co. in Lake Placid,
the current broker.

A previous effort in March,
' which involved solicitation of
' hundreds of agents and brokers
, throughout New York state,

yielded eight bids, none of which
met the desired specifications (BI,
May 14, 1979).

Specifications for the new insur-
ance program call for a wrapup
policy including builders risk,
workers compensation, inland ma-
rine, primary and umbrella liabil-
ity, property and spectators liabil-
ity coverages, said William Kissell,

PSA liable,
iudge says

SAN DIEGO-A Superior Court
judge has opened the door to dam-
ages claims against Pacific South-
west Airlines stemming from last
year's mid-air crash over San
Diego that claimed 144 lives.

Judge Jack R. Levitt ruled there
is no longer an issue of liability be-
· tween the airline and relatives of

the 135 passengers aboard PSA's
jet, which collided with a Cessna
172 last Sept. 25, killing everyone
on both planes and seven persons
on the ground.

"They can now make their dam-
ages claims against PSA and ifthey
can prove damages, they collect,"
Judge Levitt told Business Insur-
ance.

The court didn't cgnsider any al-
legation of liability on the part of
air traffic controllers monitoring
the flight paths of the two aircraft
or the Cessna's operator.

PSA attorney Robert Kern said,
"There is ample insurance cover-
age to handle this entire matter."

He said all the coverage was writ-
ten "vertically on one policy," but
would not divulge details.

Broker is Marsh & MeLennan
and the carrier is Southeastern

Aviation California Inc., a member
of the Alexander Hamilton Group
of London. The insurance was
placed with a consortium of com-
panies and underwriters at

Lloyd's. One ofthe leading compa-
nies in that group is Aviation and
General Insurance Co.

Southeastern's president, Wil-
liam Brown, said the coverage was
"certainly adequate" and that it
"provided limits which are typical
in airline insurance."

Attorney Kern said the airline
was "disappointed" with the
judge's ruling and plans to appeal
it. He emphasized that the ruling,
however, does not "place sole re-
sponsibility" on the airline.

Shortly after the crash, wrongful
death claims against PSA and nu-
merous other defendants con-
nected with the aircraft's machin-
ery, maintenance and guidance
were filed, most in California.

PSA, while not admitting liabil-
ity, has settled out of court more
than half of the damages claims
filed against it.

The National Transportation
Safety Board ruled April 20' that
the PSA crew was to blame for the
disaster.

Other claims may be filed up to
Sept. 25. .

attorney with the Lake Placid
Olympic Committee.

Property coverage and specta-
tors liability insurance are not in-
cluded in the existing wrapup pro-
gram, placed with Aetna Life & Ca-
sualty Co. When complete, the new
construction will be worth around
$70 million.

Changes in the new program are
"not substantive" but involve tech-

nical revisions and updating o f loss
record information, Mr. Kissell
said. The only serious problem
with the first attempt to remarket
the coverage was the inadequate
amount of time allowed to com- -
plete the program, he added.

The first attempt to remarket the

program came after federal offi-
cials involved in the construction
and other local brokers charged
nepotism in the selection of the
broker, Placid Management, on the
$800,000-plus policy. The firm's
principal, Robert Damp, is related
to Jack Wilkins, a member of the
Olympic Committee.

Following that attempt, the
Olympic committee retained John
Liner Associates of Boston as con-
sultant to conduct a risk analysis
survey, evaluate the previous bid-
ding attempt and revise specifica-
tions for the proposed program.

At the time of the original re-
marketing effort, federal engineers
involved with the project charged
that structural deficiencies existed
in a 10,000-seat fieldhouse being
built. However, a report by the
New York engineering firm of
Skilling, Helle, Christiansen &
Robertson said any structural
deficiencies would be corrected by
the start of the games next Febru-
ary. .

Race loss is $2 million
LONDON-The freak storm that

plagued the Fastnet ocean yacht
race off the coast of England last
month cost at least seven vessels.
18 lives and close to $2 million in
insured losses.

"Claims for losses and severe
damage plus salvage costs will
probably reach $1 million and
there will be another million for
lesser repairs" such as damaged
masts and rudders, said Peter
Coucher, a Lloyd's underwriter.

"We are lucky to get offso lightly
as far as major casualties are con-
cerned, for losses were small when
you consider there were more than
300 yachts from 18 nations in the
race," he said.

Mr. - Coucher said yacht pre-
miums will not be affected too se-
verely because risks were exten-
sively reinsured through world ma-
rine markets. Lloyd's probably will

be directly responsible for $1 mil-
lion in losses, with the remaining
$1 million spread in the U.S., Ger-
many and France.

Some yachts were insured for
more than $200,000, but those that
sank were valued at less than

$90,000, most of them around
$50.000.

All but three American entrants

finished the face safely. Capt. F.H. ,
Ferris, an American living in Lon-
don, died along with his three crew
members on the Ariadne. The boat,
valued at $90,000, later was towed
to northern France for repairs.
Robert H. Robie and David Dicks
were the other Americans who
perished.

Most U.S. entrants were insured

in the U.S., Mr. Coucher said, and
Lloyd's had rejected some U.S. ap-
plications for special coverage for
the race. •

Call the people
who do everything
in excess.

SEATTLE
(206)

624-8711

LOS ANGELES
(213)

385-6266

SAN FRANCISCO

(415)
777-4300

MINNEAPOLIS
(612)

545-4300

PHOENIX

40

CHICAGO

DALLAS

(214)
233-0201

HOUSTON

(7lm
777-4530

COLUMBUS, OHIO
(614)

846-6666

ATLANTA
(404)

231-9272

NEW YORK

940
PHILADELPHIA

(215)
567-2700
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If you're looking for underwriting and Builders Risk in property coverage.
managers who can provide you with Yes, we do everything in excess.
a steady market in excess and special And go overboard in service.
risks, you've got our number. As career professionals in the

Baccala & Shoop manages it all: excess field, we know the subject from
Umbrella Liability, Gap/Buffer Layers A to Z. Tell us the coverage you're
and Excess Workers Compensation seeking, and we'll tailor a proposal
in casualty coverage; and Primary Quota for your specific "specs". While
Share, Excess of Loss, All Risks, D. I.C. attentive to every detail through the

Baccala & Shoop
The crack troop

in underwriting management.

life of a contract, we're also keenly
aware of our fiduciary responsibilities.

As one measurement of our perform-
ance, we have been underwriting at a
profit for the companies we represent
since our firm was founded in 1974.

Call the number above nearest you.
And send the crack troop from
Baccala & Shoop into action.
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info for buyers -
. Know Your Pension Plan is a pany protect against arson, bur-
16-page booklet published by the glary, holdups, attacks on em-
Labor Department, explaining ployes and fire. For a free copy of
how the Employe Retirement In- this brochure write Diebold Inc.,
come Security Act protects pen- Public Relations Dept., Can:on,
sion plan participants and their Ohio 44711.

beneficiaries. For a free copy write
Pensions, Consumer Information
Center, Pueblo, Colo. 81009.

• Diebold Inc. describes its entire

security products line and outlines
how its services can help a com-

CPCU CANDIDATES

Be better prepared for the CPCU
exams with The Burnham System.
Money-back guarantee. Send for in-
formation. Specify Parts to be takens
and Parts you've passed. Raymond
M. Burnham 11, CPCU, CLU, c/o
Burnham Ins., PC)8 426A. South-

bridge, Ma. 01550 or (617) 764-4301

• Underwriters Adjusting Co. is

offering a brochure describing its
services to self-insurers. Sample
computer reports also are provided
in the brochure. For a free copy
write Underwriters Adjusting Co.,
Marketing Dept., 80 Maiden Ln.,
New York, N.Y. 10038.

• The Ansul Co. has developed a
manual outlining how companies
using off-road vehicles can choose
the most effective fire protection

system. For a free copy write The
Ansul Co., Marketing Communica-

property
insurance

on woodworking operations
including automated sawmills

We're insurance specialists in the
forest products industry, and

can provide you with property
coverages at possib e savings

up to 50% over your present
costs. We can also provide you
with contractor's equipment

coverage and general liability
(including products) insurance.

tions, Marinette, Wis 54143.

• Of interest to truck operators is a
new promotional kit from Markel
Service Inc. It describes the only
nationwide safety patrol service
available to commercial fleets. For

a free copy write EarI D. Moore, vp,
Markel Service Inc. 5310 Market

Rd., P.O. Box 6614, Richmond, Va.
23230.

• School Board Liability and You
is the name ofa brochure outlining
steps school board members can
take to avoid litigation. Sample
cases ofactions taken against vari-
ous school boards recently are also
included. For a free copy write
Stewart Smith, 125 S. Wacker Dr.,
Chicago, Ill. 60604.

• Unionmutual is offering a bulle-
tin explaining the new Age Dis-
crimination Act and how E will
affect employe benefit plans. For a
free copy write Gail M. Ackroyd,
Unionmutual, Portland, Maine
04112.

• An Insurance Buyers' Checklist
for Petroleum Products Distribu-
ters is a new RIMCO Inc booklet

providing guidelines for p -rchas-
ing petroleum distributor'« insur-
ance. Cost is $10. Write RIMCO

Inc., 10300 N. Central Expressway,
Suite 350, Dallas, Tex. 75231.

• The third edition of The Liabili-
ties of Directors and Officers:

With Practical Solution for Their

Discharge is available from Direc-
tors Press. The 153-page book up-
dates information on each state's

statutes concerning directors and
officers indemnification. Cost is

$7. Write Directors Press, 460 S.
Northwest Highway, Park Ridge,
Ill. 60068.

• Self Insurance: An Effective

Way To Control Increasing
Workers Compensation Costs dis-
cusses the advantages and disad-
vantages of choosing self-insur-
ance over conventional insurance.
For a free copy write Laura Berg-
strom, Self-Insurers Services Inc.,
55 El Monroe, St, Chicago, Ill. 60603.

• Pay Plus is a program developed
by Pension Planning Co. Inc. to
give client company employes a
complete individual summary an-
nually ofdollars and cents spent on
employe benefits. The program is
described in a free promotional
brochure. Write Communications

Dept., Pension Planning Co. Inc.,
355 Lexington Ave., New York,
N.Y. 10017.

yers
be held on the university's campus.
The seminar will focus on non-life

reinsurance essentials. Cost is

$375. Contact Bruce Evans, Risk
Management Institute, University
of Dallas, Irving, Tex. 75061; phone
214-438-1123.

SEPT. 24-25. An employe benefits
management conference spon-
sored by the International Founda-
tion of Employe Benefit Plans will
be held in Monterey, Calif. The
conference Will examine the

amendments to the Age Discrimi-
nation in Employment Act, sex dis-
crimination decisions, qualified
pension plan alternatives, Social
Security integration and changes
in reporting requirements. The
conference will be repeated Nov.
19-21 in Miami. Cost is $350 for
members. Contact International

Foundation of Employe Benefit
Plans, P.O. Box 69, Brookfield, Wis.
53005; phone 414-786-6700.

dates forbu
SEPT. 10-14. Basic Management
Safety, the first course ofthe Ir-ter-
national Safety Academy's loss
control management series. will be
held in Houston. Th€ course will be
repeated in Houston Oct. 8-12,
Nov. 5-9, Dec. 3-7. Cost is $440 or
$400 each for three or more people
from the same company. Contact
Director of Conferences, ISA,
IC 575 Katy Freeway, Houston, Tex.
71024; phone 713-932-9401

SEPT. 13-14. Directors and offi-
cers liability is the topic of aWyatt
Co. seminar to be held in Boston.
Recent developments in legal lia-
b ility, types o f claims, defenses,
policy analysis, limits, tre-_ds, de-
ductibles and retentions ar-d loss
control will be discussed. The sem-
inar will be repeated Oct. 4-5 in
Cleveland and Oct. 15-16 in San
Francisco. Cost is $375 per person
and $325 for each additional partic-
ipant from the same firm. Contact
Warren G. Brockmeier. The Wyatt
Co., Suite 5600 Sears Tower, 233 S.
Wacker Dr., Chicago, Ill 60606;
phone 312-876-161e.

SEPT. 17-20. A University of
Dallas-sponsored seminar on the
fundamentals of reinsurance will

-Confederation Li e
--=6- INSURANCE COMPANY

 Our success in San Franc sco has Irl @ ®
YEARS necessitated a move to new & larger offices at YEARS

EXPERIENCE 601 Montgorrery Street EXPERIENCE
IN THE

Call Group Manager: IN THE

GROUP LIFE
Kenneth R. Jacobsen (415) 781-2515INSURANCE INSURANCE

INDUSTRY INDUSTRY

SPECIALIZING IN SINGLE EMPLOYER GROUPS OF OVER 50 LIVES

ATLANTA GA.

(404) 233-5499

CHICAGO

(312) 263-5941

BOSTON

(617) 423-0330

LOS ANGELES

(213) 380-5800

PHILADELPHIA

(215) 564-2667

SAN FRANCISCO

(415) 781-2515

DETROIT

(313) 872-5583

SANTURCE P. R.

(809) 725-3715

SEPT. 26-27. Professional liability
for design/build contractors and
construction managers is the sub-
ject of an International Risk Man-
agement Institute Inc. seminar to
be held in New York City. Han-
dling errors and omissions claims,
broadening coverage, reducing
costs and securing modifications
between professional and non-
professional liability are some is-
sues the seminar will address.

Seminars will be repeated Oct. 24-
25 in Chicago, Nov. 28-29 in Las Ve-
gas and Dec. 11-12 in Dallas. Cost is
$435. Contact RCI Communica-

tions Inc., 10300 N. Central Ex-
pressway, Suite 350, Dallas, Tex.
75231; phone 214-363-9656.

DEC. 3-5. Creativity in Communi-
cations is the theme of Business

Insurance's third annual Employe
Benefit Communications Confer-
ence at the Ritz-Carlton Hotel in

Chicago. The conference will ex-
amine and critique various corpo-
rate communication approaches
and investigate generic communi-
cations, choosing the right graphic
approach, adapting a communica-
tion effort to the size and needs ofa

company and the packaging and
legal ramifications of communica-
tions. Cost is $310 with a 10% dis-
count for additional registrants
from the same company who regis-
ter at the same time. Contact Sari

Lipschultz, Crain Educational Di-
vision, 740 N. Rush St., Chicago, Ill.
60611; phone 312-649-5246.

Unionmutual

BRANCH OFFICES

ATLANTA

Four Piedmont Center, Suite 616

3565 Piedmont Road, NE

Atlanta, GA 30305 (404) 237-4300

BALTIMORE/WASHINGTON

1000 Century Plaza, Suite 212
Columbia, MD 21044

(Balt.) (301) 995-0700
(D.C.) (301) 924-4620

BOSTON

99 High Street, Suite 2090
Boston, MA 02110 (617) 542-2130

CHICAGO

101 South Wacker Drive, 4th Floor

Chicago, IL 60606 (312) 263-3910

COLUMBUS

6600 Busch Boulevard, Suite 109

Columbus, OH 43229 (614) 846-5201

DALLAS

2775 Villa Creek Drive

Dallas, TX 75234 (214) 241-0773

DENVER

3525 South Tamarac, Suite 310

Denver, CO 80237 (303) 779-1137

DETROIT

21415 Civic Center Drive, Suite 309

Southfield, MI 48076 (313) 357-5757

KANSAS CITY

1900 W. 47th Place, Suite 110
Westwood, KS 66205

(913) 384-2000

LOS ANGELES

3250 Wilshire Boulevard, Suite 812

Los Angeles, CA 90010 (213) 384-257-

CRANFORD

214 Walnut Avenue

Cranford, NJ 07016 (201) 272-9510

NEW ORLEANS

Suite 925, One Shell Square
New Orleans, LA 70139 (504) 522-526.'

NEW YORK

708 Third Avenue, 18th Floor

New York, NY 10017 (212) 557-1700

PHILADELPHIA

2 Bala Cynwyd Plaza, Suite 621
Bala Cynwyd, PA 19004 (215) 667-923'.

PORTLAND

701 Maine Savings Plaza
Portland, ME 04101 (207) 780-2401

ROCHESTER

One First Federal Plaza, Suite 825

Rochester, NY 14614 (716) 325-6550

SAN FRANCISCO

1221 Broadway, Suite 840
Oakland, CA 94612 (415) 763-2623

SEATTLE

Plaza 600 Building, Suite 215
600 Stewart Street

Seattle, WA 98101 (206) 622-2461

TAMPA

5401 W. Kennedy Boulevard, Suite 86(
Tampa, FL 33609 (813) 879-4934
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Ifyoudon't,call or write
andwe'llbegladtofillyouin.

Here it is. Everything that you should know
about the new amendment to the Age
Discrimination in Employment Act. The first
definite and explicit solution to the new
regulations. And completed barely a month
after the Department of Labor's final inter-
pretative bulletin.

Our Broker's Bulletin describes how

ADEA affects employee benefit programs,
and what steps Unionmutual is taking to
help policyholders comply.

In our Special Report, an even more
comprehensive commentary on the new
law's impact for brokers and policyholders is
provided.

And in early August, every one of our

over 9,000 group disability clients - through
their individual brokers - will have received

a choice of compliance options and the cost
of each. Including one government-approved
plan - designed by Unionmutual - which
will offer them substantial savings. We call it
the "Unionmutual Option."

It's fast, aggressive service like this
that has made us the number one writer of

Group LTD, and one of America's fastest
growing major life insurance companies.

We'll gladly send you our Special
Report on ADEA (just contact our nearest
branch seen at the left) - even if you aren't
currently doing business with us. Because
that's Unionmutual.

Unionmutual
2211 CONGRESS STREET, PORTLAND, ME 04122

UNION MUTUAL LIFE INSURANCE COMPANY. PORTLAND, MAINE 04112
UNIONMUTUAL STOCK LIFE INSURANCE CO. OF AMERICA, PORTLAND, MAINE 04112

UNIONMUTUAL STOCK LIFE INSURANCE COMPANY OF NEW YORK. ELMSFORD, NEW YORK 10523
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around the states

Texas requires public pension revie-
AUSTIN-A new Texas s:ate

law, which took effect Seft. 1 re-
quires that all proposed legislation
affecting benefit levels for public
retirement systems be aciompa-
nied by an actuarial analysis of the
bill's economic effects.

A second law which too K effect

the same day establishes a pension
board to review public ret: rement
systems in the state.

"It's a strong reaction against
any threat of PERISA " said
Leonard Pruitt, executive secre-
tary for the $4.4 billion Teachers
Retirement System of Texas. (A

federal law to govern public pen-
sion plans as ERISA governs pri-
vate pensions is being considered

r

in Congress.)
The actuarial analysis must in-

clude the effets of the progosed
legislation onthe publicretirement
system's liability and a 10-year pro-
jection of the annual cost of imple-
menting the legislation.

N.J. negligence
TRENTON-The New Jersey

Supreme Court has given greater
prosection to factory workers in-
jured while using a machine found
to te unsafe k design.

The court upheld the awrd of
$25:000 to a sheet metal machine
operator after the worker lost the
tips of three fingers in a 1974 acci-
dent

*VY

Hit'S called the INVESTOR.

"And what sets it apart from anything we've
offered before is its incredible flexibility. It's
designed to work for any defined benefit plan
sponsor, whatever the needs and objectives.

"First, you can select from different
investment alternatives. We've recently added
new separate accounts, so the investment vehicles
available give you an even bnoader spectrum of
risk alternatives. Now you can meet your
investment needs with the INVESTOR.

"You can select services, too.
"The INVESTOR lets you decide on exactly

the plan-related services needed to operate your
plan-from no services at all ro complete
administrative support from Connecticut
General.

Ajuryhad foundthe man and the
manufacturerwereequallyrespon-
sible for :he accident. Applying the
state's 1973 comparative negli-
gence law, the judge cut in half the

jury's award o f $25,000 to Mr. Sut-
ter.

Under comparative negligence,
an accident victim's award is re-
duced to she extent he was"contri-

butorily negligent."
A state appeals court awarded

the man the full $25,000. In uphold-
ing the appeal, the supreme court
said a worker who uses a machine

in a "reasonably foreseeable man-
ner" and is injured because of a
safety defect in the machine can-
not be "contributorily negligent."

Penn. work comp
HARRISBURG-A 14.2% work-

ers compensation insurance in-
crease has been requested by the
Pennsylvania Compensation Rat-
ing Bureau.

The proposed rate increase, filed
with the state insurance depart-

ment, would generate $138 million
in additional premiums. Workers
compensation rates were last in-
creased in December 1978.

Hearings on the mquest am being
held.

Malpractice in Texas
AUSTIN-The Texas Supreme

"Our pension
people really
come through
for you with
a flexible
new package
of retirement
plan services"

"And everything is completely
straightforward. Our elective services are well
defined and charge rates for all services are stated
in advance.

"Perhaps most important ...
"The INVESTOR gives you all tlie advantages

of CG's years of experience and professionalism.
With nearly 200 investment people, you know
your money will get the attention it deserves. And
with 350 more full-time pension specialists in the
Home Office and in offices located throughout the
country, we have the know-how and services to
help you meet your needs.

"Ask your agent or bnoker to introduce you to
a Connecticut General Group Pension
Representative.

"We'll come thn)ugh for you."

COMING THROUGH
FOR YOU...THAT'S WHAT
CONNECTICUT GENERAL

PEOPLEDOSe,_
Hartford, Connecticut

Court declined to review lower

court decisions that limit cross ac-

tions by doctors sued for medical

malpractice.
A physician sued a patient and

her attorney after they filed a mal-
practice suit against him. The
doctor's suit charged the attorney

was negligent in suing without
properly investigating whether the
suit was justified and had filed the
suit "wantonly and with malice
aforethought"

The district and appeals courts
ruled against the physician's suit,
saying he did not show that the pa-
tient had attempted to profit at his
expense by coercing a settlement.
In addition, the courts said the doc-
tor did not suffer "interference"

with his person or property, which
is a requirement for a damage suit
for malicious prosecution.

Fla. orders refund
TALLAHASSEE-Federal In-

surance Co., a member of the
Chubb group, was ordered to re-
fund a total of $206,256 to 176 um-
brella liability policyholders in
Florida.

The refunds stemmed from a

routine audit of Federal's Florida

operations by the state insurance
department, which revealed the
company failed to file with the de-
partment its commercial umbrella
rates, which have been in effect
since 1976.

Refund in Conn.

HARTFORD-Blue Cross &

Blue Shield of Connecticut Inc.

has been ordered by the Connectic
cut state insurance commissioner

to return $6.2 million to its more
than one million Century Contract
subscribers and to readjust its con-
tingency reserves according to reg-
ulations.

The order came in response to a
petition filed by the Connecticut
Conference of Municipalities, a
Century Contract subscriber, seek-
ing a reduction in the insurer's $61
million contingency reserve. The

commissioner said that under reg-
ulations, the company's maximum
allowable reserve is $35 million

plus "permissible additions."
Blue Cross/Blue Shield must ei-

ther return a portion of the surplus
reserves to subscribers or seek ap-
proval to add to the reserves.

Mass. limits liability
BOSTON-Massachusetts has

passed a law limitingthe liabilityof
a municipality to $100,000 in cases
where a public employe negli-
gently or wrongly causes"injury or
loss of property or personal injury
or death."

However, if the employe is held

liable to the aggrieved party, the
public entity may opt to indemnify
up to $1 million. All claims must be
submitted within two years o f the
accident.

Public bodies can buy insurance
for payment of damages.

Work comp changes
PIERRE, S.D.-The South Da-

kota Department of Labor has
changed its weekly workers com-
pensation rates from $175 maxi-
mum to $88 minimum. If the em-
ploye earns less than the mini-
mum, theamountofcompensation
is the employe's weekly wage.

Other changes include:

• A first report of injury must be
filed on every injury, regardless of
whether there is a claim.

• Use of Form 8, "Final Receipt
Continued on facing page



Ore. limits damages
SALEM-The Oregon legisla-

ture has approved a bill restricting
punitive damage awards for prod
uct liability to cases where willful
and wanton· disregard for health
safety and welfare of others is
proven. The bill will take effect
Oct. 2.

The new law also provides strict
reporting requirements for insur
ers notifying the state insurance
department of products claims
Oregon insurers will be notified of
the requirements soon.

Medical insurers boost rising hospital costs
CHICAGO-Medical plan in-

surers must share part of the
blame for the continuing escala-
tion o f hospital costs, a report by
a national research group located
here charges.

The report by the American En-
terprises Institute for Public
Policy Research says that the at-
tractiveness of sophisticated new
hospital equipment and the un-
stinting willingness of insurance
companies to pay claims com-
bined just about wreck efforts by
the states to impose cost-

containment restrictions on hospi-
tals.

The report, "Hospital Cer-
tificate-Of-Need Controls" by
David S. Salkever and Thomas W.
Bice, complains that requiring
hospitals to obtain advance autho-

States ...
Continued from facing page
and Release," will be discontinued,
as the files must remain open for
future medicals.

• Agreements for permanent
disability compensation must be
submitted for approval of Form 10
or a similar form. If the insurer

wants to administratively close its
file after payment of permanent
disability, a request should be
made by letter.
• Requests for lump sum pay-

ments must be made on Form 10

and be accompanied by a letter
showing it is in the best interest of
the employe to receive a lump sum
payment.
• The insurer should not file a

copy of medical bills; it is only nec-
essary to file the surgeon's prelimi-
nary and final reports.

Conn. risk pools
HARTFORD-Gov. Ella Grasso

has signed into law a bill permit
ting the creation of municipal risk
management pools.

The law, effective immediately
permits the formation of such
pools as long as they have received
at least $1 million in contributions
from members before commenc
ing.

Del. work comp
DOVER-Delaware needs to

hire a panel of experts to study the
state's workers compensation law
a 20-member volunteer panel
charged with the assignment has
recommended.

Insurance commissioner David
H. Elliott, head of the volunteer
group, said, "The problems were so
numerous and complex that any
comprehensive review and revi
sion of the system was simply be
yond the capability of any volun
teer commission."

Compensation time set
TRENTON-The surviving spouse

of a worker who dies from a
job-related condition has two years
from the date ofthe death to file for
workers compensation benefits, a
New Jersey state appeals court
ruled.

rization for new capital invest-
ments has cut down the number of
excess beds, but has been futile in
stopping in flation o f medical bills.

Health care costs in the country
rose to $114.7 billion in 1975 from
S35.7 billion in 1965 with the per-
centage of the bill belonging to
hospital costs rising to 42.3% from
36.9%, the authors say.

Insurance companies, which
provide about 90% of a hospital's
revenues, impose "virtually no re-
straint" on how economical hospi-
tals have to be in their practices,
the report notes.

Insurance payments even en-
courage hospitals to invest in more
expensive and sophisticated
equipment, because hospital offi-
cials know that the insurance com-
panies will continue to pay the
costs. "The growth ofinsurance in-
creases hospital per diem costs by
causing hospitals to upgrade styles'
of care," the report contends.

Although 36 states now enforce
certificate-of-need laws, first
adopted by New York in 1964, the
growth of medical costs has gone
unchecked. Only the way hos-

pitals spend money is super-
vised, the report explains. Even so,
hospitals have been free to put
their money into new, advanced,
expensive equipment which they
might not always need because
knowledge about this new equip-
ment might be sketchy and "as a
result, consistent standards for re-
viewing expenditure plans are vir-
tually non-existent," the report
says.

The report doesn't suggest sacri-
ficing technology and possible
breakthroughs in medical care just
to lower costs, however. It sug-

: Study
gests that tighter controls be
placed on hospitals to ensure that
they don't go overboard in stock-
ing up on new equipment.

The authors compiled their re-
search for the Washington, D.C.-
based group between 1968-72, with
an update added just before publi-
cation last month.

Mr. Salkever is an associate pro-
fessor of health services adminis-
tration and political economy at
Johns Hopkins University and Mr.
Bice is a professor of health ser-
vices at the University of Michi-
gan. .

Several kinds of IRI engineers, each with varying.
responsibilities, help deliver loss prevention services
to our policyholders and producers. The most visible
is the field engineer trained to detect deficiencies
and suggest improvements backed by knowledge-
able supervisors and seasoned engineers-in-charge.
Our account engineer works with corporate man-
agement in establishing and coordinating corpo-
rate programs. The least visible, perhaps, is the
National Engineering Staff, which provides
research and management direction. The whole rk

group represents a wealth of talent, general and
specialized.

Why all this emphasis on engineering by an
insurer? Because loss prevention is at the heart of .,.
every IRI policy. ©.4,

That's why more than half of our employees
are directly involved in loss prevention ser-
vices. Working together, these professionals
draw on their combined experience and
knowledge to solve your fire safety prob- //lems in the most economical and effective way.
Their ability to respond to problems great or
small, routine or emergency has proven its val-
ue to thousands of companies around the world.

To see what our engineers can do for you,
call the nearest IRI office today We'll stack
them up against anyone.

ndustrial

0 isk

85 Woodland Street, Hartford, CT 06102

I. j
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ahead in the fast changing world of insurance
The best way

to stayloye benefits and risk management is to follow tie undisputedweek' e leader in the field - The new
Business In*rance

t be left behind. Beginning in January, 1980 le your ads speak outemp week to the people who count in insuranc *11511,0 -
Don, A TUBUCATION OF CRAIN COMMUNICATIONS INC.every H.=*:=M=roLos Angeles: 6404 Wilshire Bwd., CA 90048. (213) 651-3710

Expect tighter markets
by late 1980: Broker

By SUSAN ALT

TORONTO-The price competi-
tion now under way in the
property-casualty insurance busi-
ness is likely to continue well into
next year, but buyers can look for
higher premiums and restricted
availability of coverage starting in
late 1980 or early 1981.
, Harold H.. Hines, president o f
Marsh & McLennan Inc., made
these predictions as part of a pre-
sentation-to members of.the Amer-

ican Risk & Insurance Assn., a
group consisting mostly of mem-
bers of the academic community,
at its annual meeting here last
month.

Though the insurance industry's
most vocal leaders resolved several

THEBIEIN
OUROROUP

DEN,nI.
COVERASE?

Our System.
Some insurance compcmies rely on

computers to handle theirgroup dental /1 1
claims. Others pin their hopes , Zahal
mainly on human effort.

The Travel- -.40, -
ers has its own 4- 1/I:* .4

unique sys-
tem. Our //,//////////VA

group dental .lSM.*IVAMMP *i
program combines

V.::64)63& U

the speed and efficiencies --"r 'rlf 67
of the computer with the insight f
and understcmding of our profes-
sional people.

Our computer network helps cut
the cost of claims administra-

tion. And our claim forms carry the
names and phone numbers of our
claim representatives, so your em-
ployees can deal with people-not
machines. You'11 appreciate the
savings. Your employees will ap-
preciate the ease, convenience and
humcm touch in receiving their den-
tal benefit payments.

Perhaps our system is thereason 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 our 116 field offices across the country,

staffed with the best group people in ther1
industry, . f ·r-*€121  r-*
providing IY¥ * tr * f *11,9./:; 1
support ser- .* * f - 9 **/
vices for r*·r * T 1'9 + f *+V,
clients with pr-* * * + * * -Zir 'Igfrom four to '5"V * 1/WINWE</egit)
· more than two- 11 1  4/1,4million lives. v

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.

j
THE TRAVELERS

The Travelers Insurance Company,, and its Affiliated Companies, Hartford, Conn. 06115

years ago never to let "rapid, vola-
tile price reductions happen
again," they have been repudiated
by the cost-cutting no.w under way,
Mr. Hines said. "All the vital signs
of the industry confirm-that price
reductions in almost all lines of

coverage are likely to continue un-
til emerging loss ratios compel ad
justments. Lloyd's submissions
are down 25%, surplus lines busi-
ness is less robust, most carriers
are cutting prices for old and new
customers in order to meet budget
growth goals," he said.

Moreover, the competition and
price cutting, he insisted, amount
to "more than sellers wish or buy-
ers need."

At the same time, an economic
decline may play more havoc with
insurance prices, perhaps offset-
ting some of the price competition,
Mr. Hines indicated. "During
periods of rising unemployment,
property and workers compensa-
tion claims frequency and severity
increase. These statistically verifi-
able facts, plus less noticeable ac-
celerations in crime and liability
claims, produce insurance price
changes in periods of growing un-
employment," particularly when
insurers "legitimately" hike their
expected loss costs, he said.

Inflation adds to the price cycle
difficulties in which insurers now

find themselves, he said, pointing
out that for every 1% increase in
economic inflation, there is a .8%
increase in carrier costs for losses

plus all other expenses.
Price cycles, despite what.insur-

ers would like to think, are an in-

herent part of the insurance busi-
ness, Mr. Hines said, likening the
insurance market to other "com-

modity" markets where free mar-
ket forces are at work. "During the
past 25 years, with one minor varia-
tion, three years of underwriting
gains have been followed precisely
by three years of underwriting
losses," he noted. Thus, free mar-
ket mechanisms and competition
in the insurance industry have pro-
duced cyclical but highly predict-
able insurance prices for most buy-
ers, he believes.

Not only are price cycles in the
insurance business inevitable, but

they are also desirable, Mr. Hines
said, "for their alternative would
subvert market freedom and there-

fore increase costs" in thelong run.
Overall demand for insurance is

relatively predictable and will con-
tinue to increase along with inf'la-
tion and along with the process of
spreading higher loss costs over so-
ciety via the mechanism of insur-
ance, Mr. Hines believes. This is in
spite of the increase in corporate

self-insurance'programs, he ob-
served.

"In spite of buyers' efforts," he
asserted, "demand conditions are
static, predictable and don't affect
prices very much, particularly in
comparison to surges and constric-
tions o f supply."

Volatile price swings frequently
reflect an overreaction by under-

writers to thepossibilities of larger
losses, Mr. Hines thinks. "During
the malpractice and product liabil-
ity crises of recentyears, draconian
price increases were imposed be-

cause of enormous claims expecta-
tions. Usually, judgments about
anticipated losses overstate reality
when they result in very large and

rapid overall price escalations,"
A period ofhealthy underwriting

profits generally follows these
huge premium hikes, he indicated.

IY the New York Insurance Ex-

change operates as intended, it is
likely to result in "relatively lower

(insurance prices) in all phases of the
underwriting cycle," he added. •
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london line

Arab insurers threaten Lloyd's boycott
By JOHN H. MILLER

LONDON-Insurance compa-

nies in Kuwait and Bahrain are

threatening to boycott Lloyd's be-
cause marine underwriters have

declared that the Persian Gulf

should be treated as a war risk zone

for tankers and other shipping ac-
tivity.

But the U.K. market is takingthe
protests quite calmly. A compara-

tively small part of its business
comes directly from companies in
that area. Shipping insurers are
satisfied they have taken the right
step as a precaution against tank-
ers being laid up in the Gulf if ex-
tremist actions block the tiny exit

through the Strait of Hormuz.
They deny any political plot is in-

volved and point to the U.S. State
Department as the source of ru-
mors that a Palestinian terrorist

group might try to hijdck a tanker
in the Gulf in order to draw atten-
tion to world attitudes about Israel.

Rumors of possible guerrilla ac-
tion reached Lloyd's last month,
and marine underwriters gave no-
tice that the Gulf would be treated

as a war risk zone as of Aug. 14.
This means extra premiums can be
charged for hull risks on merchant
vessels going to that area, but there
has been no change in cargo cover-
age.

Business leaders in Kuwait as-

serted that this step has created an
"unnecessary atmosphere of fear."
Bahrain joined the move to get in-
surers in other Gulf States to pro-
test to Lloyd's. Marine insurers in
London contend they have merely
taken a prudent step in reassessing
war risks, including, guerrilla ac-
tion, in those areas and say their
attitude is no different from that

adopted for the troubled area in the
eastern Mediterranean Sea near

Egypt and Israel, which also re-
quires special war risk coverage.

Reinsurers dispute loss
Reinsurance claims totaling

nearly $10 million are causing adis

pute over liability coverage placed
by a Toronto insurance firm with
the French insurance company
Groupe Sprinks.

Frank Elger & Co. ofToronto in
1974 sought substantial quota-
share reinsurance for the first

$100,000 of each claim on a large
line of commercial liability risks.

A large part of the risk was
placed with Groupe Sprinks,
which further reinsured the risks

elsewhere. Later, however, the Ca-
nadian firm desired still greater
coverage and arranged an addi-
tional line through Coinmon-
wealth Insurance Co. ofWinnipeg,
which also reinsured someofthose

risks.

The Corroon  Black
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It separates real
from imagined risks.

Do you sometimes lose sleep worrying about your risk coverage?
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Claims have now reached a high
enough level to trigger debate
among reinsurers over who will fi-
nally pay for losses. Consultations
are being carried out to try and set-
tle the problem, according to U.K.
market reports.

Arrangements for some reinsur-
ance facilities were made by
Bowes & Co., New York-based
subsidiary of Lloyd's brokers J.H.
Minet, and also by C.E. Heath, an-
other Lloyd's brokerage firm,
which bought 80% of Groupe
Sprinks last year. Both brokers re-
portedly believe the reinsurance is
outside the U.K. market and that

Frank Elger & Co. likely will deter-
mine the outcome of the liability
question.

Rules affect Lloyd's
Solvency rules that cover most

insurance companies in Western
Europe are now being applied to
Lloyd's of London in order to meet
the legal requirements of the Euro-
pean Economic Community for
countries under its jurisdiction.

The aim is to ensure that world

premium income is enough to
meetclaims, especially in the event

of catastrophes. U.K. government
authorities are satisfied that

Lloyd's falls within the financial
safety limits. Lloyd's isn't ex-
pected to have any difficulty com-
plying with the new provisions.

Since Lloyd's assumes ultimate

responsibility for the liabilities of
any of its members, there is no dan-
ger of any non-payment o f claims,
the government reasons.

Estimates by U.K. government
officials put Lloyd's 1977 net pre-
mium income at more than $3 bil-
lion, the latest year available for
complete returns, indicating a sol-
vency margin of $300 million to
comply with the European trading
requirements. Lloyd's has assets in
the form of its own holdings and
those of its 17,000 members total-
ing $1.5 billion, in addition to sums
set aside to meet current liabilities.

Thus, Lloyd's probably has about
five times the legal margin laid
down by the E.E.C., observers cal-
culate.

Lloyd's is treasure trove
Souvenir hunters are busy at

Lloyd's as it begins to rebuild its
former underwriting room at a
$100 million cost

Collectors already have offered
more than $200,000 for historic
items like marble plaques and urns
which stood in the room for many

years until 1958, when it was re-
placed by the present Lime Street

building.
Stained glass windows are going

for $2,000 each, copper screens for
$400 and lighting fixtures for about
$100. Chandeliers and doors are
available, together with 80 typi-
cally English mahogany toilet seats
valued at $10 each.

Lloyd's staff has priority to buy
their own mementos of the build-

ing, which was operational head-
quarters for 30 years until the more
modern building was constructed.

Lloyd's modernization and ex-
pansion program is intended to
provide adequate space for the
next 20 years, requiring double the
underwriting space now available.

Brokers seek approval
Insurance brokers in the U.K. are

now being approved by a govern-
ment-created body, the Insurance
Brokers Registration Council, to
make sure they are qualified to
give proper service to clients.

The registrations will take at



least another 18 months to two

years to complete, as there are esti-
mated to be at least 16,000 brokers
or agents and 6,000 brokerage
firms to deal with.

Most of them are already mem-
bers of professional organizations
like the British Insurance Brokers

Assn., which represents Lloyd's
brokers. Thus, it's expected that
brokers' qualifications can be pro-
cessed quite speedily.

To comply with broker legisla-
tion adopted by the U.K. govern-
ment two years ago, there must be
formal approval of broker qualifi-
cations. This is now being com-
pleted.

Material written recently by a
London-based risk management
consultant, Jim Bannister of Risk
Research Group, indicated the
council had refused to authorize at

least one brokerage firm that was a
captive of a larger corporation. Mr.
Bannister declined to disclose the

identity of the firm.
"We're not aware of anybody be-

ing excluded if they have the
proper qualifications and can com-
ply with the financial requirements
needed to protect the public," an
officer of the Registration Council
explained. "But in any case, many
people have yet to be registered,
and there is the right of appeal to
the council if an applicant is re-
fused approval. There is plenty of
opportunity for any problems to be
discussed."

Brokers who are members of

captive brokerage firms are fully
entitled to registration, like those
of other brokerage operations, if

they meet the necessary qualifica-
tions. But if they have no profes-
sional experience and are merely
directors or executives of a broker-

age firm for other business rea-
sons, they might have difficulty
getting approval to call themselves
insurance brokers.

"We don't know of any captive
broker executive having registra-
tion queried, but if this is so, then
there are facilities for pursuing the
matter if details of any refusal are
provided to us," the officer added.

Suit filed
American International Group is

suing the Bank of England to re-
move the words "American Inter-

national" from one oftheir subsidi-

ary financial corporations, London
American International Corp. Ltd.

The suit, filed in London's High
Court and the Southern District
Court of New York, contends there
may be confusion between the two
companies even though LAICL
does not deal directly in insurance.
If U.K. banking corporations
refuse to remove the words, law-
suits may be filed in other coun-
tries.

The Midland Bank of London

has a 75% stake in LAICL and the
Bank of England also holds shares
in the company. The case will not
come to trial in London for at least
a year and the U.S. case probably
will be heard first.

Captives' potential
Captives will gain as much as

40% of the commercial insurance

market by 1990, predicts Robert A.
Baker, president of Skandia
Corp.'s newly formed Bermuda
subsidiary, Hudson Underwriting
Ltd.

Insurance companies may dis-
like that development, but they
must look forward to a continuing
loss of business to captives be-
caufe captives have direct access
to reinsurance cover, he warned at
a conference organized by the U.K.
Reinsurance Offices Assn.

Close observers of the captive
scene currently estimate captives
are responsible for 7% to 10% of
commercial risk premiums, but it's
estimated this will rise to between

20% and 40% in the next 10 years,
Mr. Baker added.

"Captives are representing the
largest and best risks, the kind the
primary companies don't like to
lose," he said. "Some insurance
companies have made a virtue out
of necessity by entering the risk
management business or manag-
ing captives, but for reinsurers the
outlook is much happier.

"Captives often providethe most
profitable kind of reinsurance as
they have studied their risk posi-
tion and are well aware of the eco-

nomic effects of losses," he ex-
plained.

"They are interested in loss pre-
vention and do something about it.
Because they tend to be formed by
the larger corporations, they often
have the best physical plant."

The only problem facing reinsur-
ance companies is the possible ex-
pansion of captives' reinsurance
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underwriting, he said. "Ten years
ago their capacity would have been
welcomed As an adjunct to
strengthen the market, but now the
reinsurance market suffers from a

surfeit ofcapacity and any extra ca-
pacity will now make its position
worse."

Fire protection
F.W. Woolworth in the U.K. is

banning customers from smoking
in any of its 1,020 department
stores and is installing new fire
alarms and sprinkler systems.

An F.W. Woolworth store in Man-

chester suffered a $6 million blaze
this year which engulfed its furni-
ture store and spread toxic fumes
from burning polyurethane foam.

The U.K.'s minister for con-

sumer affairs, meanwhile, is con-
sulting manufacturers to be sure
furniture made out of the foam is

protected from customers smok-
ing or lighting matches.

There are fears that fumes from

burning plastic in furniture store
fires could kill people, recalling
such fumes from a fire in the sleep-
ing compartments of an English

train last year killed nine people.
There is no proof that fumes

from burning plastic killed the
nine people who died in the Man-
chester Woolworth's fire.

U.K. insurers' profits
Foreign earnings by the British

insurance industry last year are
likely to put record profits of$2 bil-
lion into the nation's economy,

says the U.K. government's trade
department in a survey of 1978
business returns.

But "protectionist tendencies"
in some parts of the world, as well
as harder competition for business
in markets still open to interna-
tional insurers, make the outlook
for 1979 uncertain.

French links

Lloyd's broker Bain Dawes is
breaking away from U.S. link-ups
by arranging for the French finan-
cial company, Worms Group, to
buy a 20% stake in its activities for
$10 million.

Lloyd's has agreed to the deal,
which will help Bain Dawes ex-
pand in Europe. Chairman Robin
Warrender.pointed out that many
brokers had been falling over
themselves to create trans-Atlantic

links but seemed to have ignored
European opportunities.

Industrial safety
The U.K. Health and Safety

Commission, which supervises
many British industrial operations,
is compiling statistics to improve
industrial safety.

The commission has produced a
catalog of 1,500 national reports
and regulations which employers
may buy from government offices.

Bill Simpson, commission chair-
man, said, "The statistics . . . will be
a true picture which will enable
safety facilities and resources to be
properly allocated so as to prevent
many workplace accidents." •
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Cayman Islands Captives
... an alternative domicile

A Two-Day Seminar-November 30
and December 1,1979

The Grand Caymanian Hotel
Grand Cayman Island, B.W. I.

More rhon ever, corporate management is
looking into rhe feasibility of forming captive
insurance companies. One of the more im-
porrohr considerations in forming o captive is
the selection of a domicile Focrors offecring
this decision include regulorions (or the ob-
sence of regulorions); tax considerations;
copirol requiremenrs; availability of services;
political srobilily; ease of communications
ond mony more.

The Coymon Islands is increasingly be-
coming o popular olrernorive for many cop-
rive porenrs. The reasons behind rhis rrend
and how rhe Caymon business community

ond government ore responding ro ir ore
primary topics of rhis two-doy seminar.

The program will also focLS on rhe prob-
lems and opporrunities being faced rodoy by
011 coprives, wherever domiciled, such as:
• Whor is rhe outlook for U.5-based coprives?
• Is outside business necessory or advisoble?
• Where con the best monogemenr exper-

rise be found?

• 4/ill group/association coprives conrinue
ro grow in number in rhe future?

• Whor ore rhe future risks facing coptives?
The semino[ sponsor is Risk Plonning Group,
Inc- an independent risk management con-
sulring firm wirh years of experience in rhe
captive field and on internorional repurorion
in organizing captive conferences The firm
publishes Captive Insurance Company
Reports, devoted ro analyzing and report-
ing events in rhe coprive industry

If you have o captive or ore planning one,
or if you ore involved in rhe coprive indusrry
In Q service capacity and wonr ro explore

rhe possibiliries rhe Coymon Islands hos
ro offer, you sh6uld orrend rhis seminar.

The seminar fee is US$425. For more
information, conrocr:

Risk Planning Group, Inc
722 Posr Rood Darien, CT. 06820
(203) 655·9791 Telex: 996358

SANDS

nome

rirlp

company

address

Moil ro: Conference Coordinoror
Risk Planning Group, Inc.
722 Posr Rood, Dorien, CI 06820

November 30 and

December 1,1979

Please register me for the semirior
0 My check for U55425 is enclosed
0 Dill me/my company
0 Please send me more informorion

7ip
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Susan Alt is Editor of Business Insurance. And that's not too

different from directing a complex, sophisticated ship like the QE2.
Susan's at the very center of a network of editors and

reporters who cruise the sometimes rough and unpredictable
waters of the insurance marketp ace, gathering information and
opinions about insurance, risk management and employe
benefits that affect the corporate bottom line.

As Editor, Susan has the responsibility to chart a course
that will get Business Insurance's readers to any place in the
world where vital news. mportant to their business, is happening.

It is because of ta'ented and dedicated editorial professionals
like Susan that Business Insurance is truly in a class by itself,
unmatched for insurance coverage by any other publication.

Susan's editor al contributions have ranged all the way
from risk management :o employe benefits and her incisive,
thorough reports and editorial opinions have been the subject of
discussion, earnest analysis and action by influential corporate
and government oficials.

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 ins-irance marketplace takes shape,

week after week.*

Shouldn't you be there?
*Business Insurance goes weekly in 1960.
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Pinto suits charge Ford with homicide
By ROGER ROWAND

Crain News Service

WINAMAC, Ind.-In just about
60 days a jury in conservative, agri-
cultural Polaski County, popula-
tion 12,500 will begin to hear prose-
cutors build their case of homicide
against Ford Motor Co.

Homicide.

That a company is charged with
such a criminal offense is unusual,
ofcourse, and Ford attorneys have
called the matter bizarre. The pros-
ecution, on the other hand, says
there is plenty of precedent.

Either way, there is no doubt the
trial is one a broad spectrum ofthe
automotive world will find fas-
cinating. It should prove to be dra-
matic and precedent-setting.

The case listed as No. 11-431 be-
gan Aug. 10, 1978, when a Chevro-
let van rammed hard into the rear
of a 1973 Ford Pinto and the Pinto
caught fire. The Pinto was occu-
pied by teen sisters, Judith A.,
Donna M. and Lynn M. Ulrich. The
car was stopped on U.S.-33 near
Elkhart so the girls could check to
see if the gas cap had been replaced
after a self-service fill-up. Two of
the girls died in the crash; the third
lived for eight hours.

The facts of the car crash have
faded in importance. Now it's a
case of homicide with the car's
maker as the defendant. The van
driver is out of the picture.

In February 1979 Ford pleaded
innocent.

Though words such as homicide
and recklessness are used, the
Elkhart Pinto case plainly is one of
product liability.

When the Elkhart County grand
jury in September 1978 handed
down its indictment of the No. 2
automaker it listed four counts:
three of reckless homicide and one
of criminal recklessness.

The panel said Ford "did reck-
lessly authorize and approve the
design and did recklessly design
and manufacture a certain 1973
Pinto in such a manner as would
likely cause said automobile to
flame and burn upon rear-end im-
pact." It said Ford allowed the car
to remain on the roads of Indiana
after it was aware of hazards.

It was immediately clear that if
the case went to trial it would be a
matter of expert witnesses and
documents, not one of witnesses,
hardware evidence and courtroom
histrionics.

First, however, there had to
come the technicalities o f criminal
defense. Men representing Ford
poked at the indictment's wording,
slashed at its constitutionality and
persistently said federal automo-
bile laws and interstate commerce
laws preempted Indiana laws.

They cited what they called
sparse wording and vague allega-
tions and said the indictment was
defective.

Ford said it designed and built
the Pinto in 1973 and wasn't in-
dicted until 1979 under a statute ef-
fective in October 1977, more than
four years after the conduct Indi-
ana calls reckless. That's ex post
facto in courthouse circles.

There was no way Ford could
have known it was subject to Indi-
ana criminal statutes because the
statutes are vague as to whether
they apply to corporations and as
to what a corporation's duties are,
the company said.

Also, Indiana laws are pre-
empted by federal law. "Congress
considered and rejected the impo-
sition of criminal penalties for mis-
conduct in the design, manufac-
ture and modification of automo-
biles," Ford said.

And if state laws covered such
matters, there would be an unrea-
sonable burden on interstate com-
merce, it said.

Product liability impact
Ford Motor Co. is embroiled in one of the more interest-

ing and unusual product liability cases in years over the
deaths and injuries that have occurred to Pinto owners and
passengers. The article reprinted on these pages is taken
from BI's sister publication, Automotive News, with per-
mission. It sheds worthwhile light on the legal proceedings
surrounding suits filed against Ford, now in court, which
undoubtedly will have significant impact on the liability
environment in which corporations operate.

The trial starts Nov. 5in the large,
three-story stone courthouse here.
It is aged but recently was remod-
eled with new floors and seating.
Judge Harold Stafelt will preside
and Sheriff Paul Schultz will han-
die protocol and the trial's 50 or so

spectators.

Facing the company will be a
42-year-old Republican part-time
county prosecuting attorney, Mi-
chael A. Cosentino. He works from
a small storefront office suite in
downtown Elkhart, 80 miles from

here. .E[e's been Wit n the

prosecutor's office as deputy and
chief deputy and prosecutor since
1963. He was first elected in No-
vember !974 and last No:ember
was re-Elected without op EK,sition.

His s:affis small, partially volun-
teer an 5 extremely gung-hc.

Mr. Cosentino has rec iested
reams of documents from Ford
and, at this stage of the gE me, is
verifying documents-making
sure they're what they are pur-
ported b be.

"I be..eve we have enough," he
said. "I con't haveto go fishng. I'm
all set k go to trial."

Pintos and Ford have been in-
volved in recent years in several
big-buck personal injury and
wrongful death cases across the
country. Plaintiffs' lawyers in

some cases have been loud ir their
castigation of Ford. They have ac-
cused it of hidir:g evidence, fr ex-
ample.

Mr. Cosentino is cautious and
alert. He asked a reporter for :wo
pieces of identification. Once he
had h.s office swept electronically
for bugs. But he is not taking any
swings at the company.

"Ihave had no indication Ford is
going to de anything but play
striaight down the line," he s a.d.
"I-ve seen nc eause foranyalarm at
all. They have 2 job to dc and
they're doing it.

The prosecutor disagrees With
the company on most points.

"Th-s case is not about big Eusi-
ness," he sa,d. "It is about homi-
cide.

"Ford has systematically tried to
Cor.tinued on next page
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Pinto suits...
Continued from previous page
make this case what it is not. But

the state has responded in a tradi-
tional manner to three local deaths
it claims resulted from criminal

misconduct," Mr. Cosentino said.
The state doesn't want to "chill"

manufacturing generally, but "it
does desire to deter outrageous de-
cisions to sacrifice human life for

profit."

Call Johnie Wallace

to learn more about

"Rig Insurance Plus-
at competitive prices.

The prosecutor said there are
more than a million Pintos on the

road known by Ford"to possess an
intolerably unsafe design which
would predictably and unnecessar-
ily take human life."

Ford's position as a member of
the auto industry does not grant it
exemption from those laws which
every member of society is ex-
pected to observe, the court was
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Only through Agents/Brokers

The Competitive Edge -
Stewart Smittis

Railroad Protective

Liability Coverage

told.

Prosecutors said ther€ is plenty
of precedent for charging a corpo-
ration as they have. They cited
cases going back to 18:5 that in-
volve railroad and ship passengers,
victims of household gas, an im-
properly maintained bridge and
hazards of a dam construction site.

Prosecutors said Indiana law
says, "A person who recklessly
kills another human being com-
mits reckless homicide."

Ford attacks the words and says
use of "person" to describe po-
tential criminals :apists, for

instance--cannot seriously be
taken to embrace corporations.

"This argument patently ex-
ploits the corporate fiction," prose-
cutors argued in thei: filings

The duty of a manufacturer re-
garding the design and placement
of fuel tanks has been the SLbject
of seven appeals ofcours decisions
and seven have been derided
against Ford, the court was in-
formed.

Prosecutors also pointed to the
recent expansion of tne product li-
ability concept. They pointed to a
1967 General Motors case which

they said requires reasonable le-
sign to protect the driver in cclli-
sions over which the manufacturer
has no control.

They cited a 1968 case that led to
a well-known second-collision rul-

ing requiring protection for oc-u
pants colliding with the interior of
a crashing car.

In citing past cases invclving
Ford and rear-enders with fire,
prosecutors said that in 1978 the Il-
linois Supreme Ccurt retuked
Ford for "falsifying answers to in-
terrogatories and secreting evi-
dence damaging to its case."

They said in 1978 a federal court
"chastised Ford for falsifying dis-
covery by withholding a key docu-
ment."

Ford has lost four cases in fire

deaths or serious injury with the
losses based in defective design,
manufacturing and marketing of
Pinto.

Indiana prosecutors minimize ef-
fectiveness of Ford efforts to warn

people of Pir.to fire hazards. They
said Ford's attempts ' c warn the
Ulrich family consisted of a press
release dated June 9, 1978. The first
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Pinto recall letter on tanks was

sentAug. 22,1978. Thatwas 12 days
after the deaths.

They also said punitive damages
are neither unusual nor new in

product liability cases. In citations
they included an Orange County,
Calif., case in which ajury awarded
$125 million in punitive damages.
That case involved a man severely
injured in a 1972 Pinto fire. The
damages later were cut to $3.5 mil-
lion. Before that case, the record
for similar punitive damages was
$6 million.

There are some indiosyncracies
in Indiana law that pertain to this
case.

For instance, Hoosier law limits
compensation in wrongful death
cases to reimbursing the family for
expenses incurred because of the
deaths. That's all, just expenses.

The state's penal code recently
underwent a massive overhaul and
the reckless homicide statute had
an effective date in 1977. There is
the contention no crime was com-
mitted with the Pinto because it

was designed, built and sold long
before the law went into force.

That's the ex post facto element.
Prosecutors compared this with

other laws, including those cov-
ering habitual offenders, however,
and said Ford's argument is inef-
fective.

Ford said the National Traffic

and Motor Vehicle Safety Act of
1966 took jurisdiction over such
cases out of state hands. Indiana

replied that police powers lie with
the state-especially highway po-

lice powers. Too, the reckless hom-
icide statute is a law, no. a regula-
tion, they said.

They also said meeting federal
standards, which are minimums,
has no bearing on this case or in
product liability cases.

Court files grow thicker,

crammed with motions. answers,
appeals and denials.

Ford early on was allowed to take
the case to the Indiana Court ofAp-
peals even though there has been
no final judgment. That was be-
cause the fiery Pinto case involves
substantial questions if law.

The case was moved from

Elkhart to Winamac, one county re-
moved, because it was apparent
through polls-that most people in

Elkhart County and environs be-
lieved they couldn't give the state,
or Ford, a fair trial.

Since 1969, Indiana has been in
the forefront of liberalization of
discovery in criminal cases. That
means many facts can be un-
earthed before trial.

There are no 5th or 14th Amend-

ment safeguards against self-
incrimination, but the trial court,
in advance, sets down discovery
guidelines.

In outlining its discovery needs,
the prosecution said: "The legal,
investigative and manpower re-
sources of Ford Motor Co. are com-
parable to those ofthe prosecution.

"Alleged criminality of this de-
fendant, due to the nature of its en-
terprise, is locked within its organi-
zation," they said.

Requests under discovery rules
clearly give a look at which way the
wind blows. This is what Indiana is
after:

• Names of members of engi-
neering product planning commit-
tee, Product Development Group,
1966 through 1967.

• Attendees at product review
meetings regarding fuel tank integ-
rity standards on dates from March
11, 1970, through April 22, 1971.

• The date the "clay point" and
"hard point" approval were

reached during the course of the
1971 Pinto development program.

• The names of engineers re-
sponsible for determining design
alterations on '71-'78 Pinto filler

pipe connections, frame rail sup-
port and other fuel tank integrity
material.

• Results of crash tests prior to
the sale of 1971, '72 and '73 Pintos
and information on all Ford fuel

tank litigation.

• Results, film and still photos
of 34 crash tests by date and vehi-
cle. Those include crashes ofa 1966

Rover 2000, a 1969 Toyota, a 1970
Maverick and, of course, Pintos.

Among information sought:
All data relative to critical prod-

uct problem procedure system;
fuel system integrity financial re-

view, April 22, 1971; confidential
cost engineering report; fuel tank
proposals, and one two-page docu-
ment called "overaxle tank de-

sign."
Results of three test crashes al-

ready are in the files here.
One was run Oct. 10, 1970. A 1971

Pinto two-door sedan was towed

backward to crash at 21.5 miles per
hour.

The report shows the filler pipe
pulled out. There was a puncture o f
the upper right front surface of the
tank caused by a bolt on the dif-
ferential housing.

On Jan. 1, 1971, a '71 Pinto was
crashed at 26.3 mph. That car had
been fitted with a nylon-reinforced
rubber bladder fuel cell in a

vented, production steel tank.

After the crash, the liquid used
to simulate fuel in such tests

leaked profusely from the filler
pipe where it was punctured by the
spring shackle housing. The tank
was deformed but therd was no

bladder leak.

On Sept. 26, 1973, a 1974 Pinto
prototype was hit at 30.9 mph in a
fuel system and rear structure test.
There was immediate leakage.

"During impact, the fuel tank
mounting straps disengaged from
their rear anchorages and the fuel
tank dropped to the ground, slip-
ping offthe filler pipe and causing
the evaporation system check
valve on the top o f the tank to pull
off, resulting in subsequent leak-
age," the report said.

Also in that test, the fuel tank
was deformed by the rear under-
body structure, the differential
housing and the real axle. •
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La. self-insured health plans disputed
BATON ROUGE, La.-The sepa- district court judge's ruling that an tant commissioner of administra- denied all charges against them. ternity benefits for women em-rate self-insured health insurance administrative services contract tion, JosephTerrell, ordered some They acknowledged there was a . ployes while catastrophic coverage

programs for Louisiana state em- for the health insurance plan cov- administrative expenses for the · backlog of claims cases but said it is being increased to an'unlimited
ployes and city of New Orleans ering 12,000 city workers should program to be hidden under mis- was small and had been virtually maximum from $50,000. Semi-workers are embroiled in charges have been put out for public bids cellaneous categories rather than eliminated. Mr. Roemer said private hospital room benefits are. ,of mismanagement. rather than unilaterally awarded to itemized to the committee. claims are nearly current and the being increased to $70 per day fromAdministrators of the state pro- a private agency. program is even ready to absorb $45.gram have been accused of mis- The city council sued the mayor House speaker E. L. Henry then 30,000 state teachers as had been In the New Orleans case, Jack A.management and wrongdoing and last March after Mr. Morial placed appointed the special investigative previously proposed. Parker & Associates, the firmthe city plan is in the courts be- the administrative services con- panel which heard further testi- "There has been no finding of awarded the contract by Mr. Mo-
cause an administrative services tract with a local agency, moving mony from two other disgruntled any wrongdoing and there isn't go- rial, will be allowed to handle the
contract was awarded without the business away from Louisiana state employes. The testimony im- ing to be any," Mr. Terrell said. He administration of the city's healthcompetitive bids. Health & Indemnity Co., a Blue plicated Mr. Terrell and Charles E. and Mr. Roemer said they consider insurance plan pending the out- .

Cross-Blue Shield affiliate that had Roemer, chiefof the division ofad- the investigation to be politically come of the mayor's appeal.
At the state capitol, a special leg- been the city's health insurer for 37 ministration, in the alleged hiring motivated by state representatives The contract pays the Parkerislative subcommittee has been years. New Orleans started self- of costly, politically connected seeking re-election later this year. firm 3% of all hospital charges andconducting hearings on the state funding health insurance benefits consultants and illegally splitting The program has saved an aver- 5% of all other benefits payments.employes' health insurance plan in January 1978. agent's fees. There were also alle- age of $2.5 million per year since In appealing the civil districtafter charges of poor administra- The state controversy surfaced in gations that the program was being the state went sel f-insured for court ruling, Mr. Morial argued he

tion and illegal activities were lev- iate May and early June when a for- so badly mismanaged that there health insurahce in 1974, Mr. was entitled to grant a contract foreled in May at program administra- mer director of the program, Rob- was a backlog of between 10,000 Roemer said. professional services.to any quali-tors. Three former state employes ert Dornblaser, told a state appro- and 12,000 unsettled claims. The state has just recently ex- fied person or firm without the bid-charged that the 80,000 state priations committee that the assis- Mr. Roemer and Mr. Terrell later panded benefits to include full ma- ding process. •workers covered under the plan
were being "ripped-off' urider the
plan. So far the committee has
taken no action.

Meanwhile, New Orleans Mayor
ErnestN. Morialis appealing a civil

Continental

buys interest
in Sten house

NEW YORK-Continental Corp
holding company for Continen
tal Insurance Co. and whole
sale broker Swett & Crawford, has
acquired a 20% interest in United
Kingdom-based Stenhouse Hold
ings.

The Continental purchase of 7.6
million shares for approximately
$18 million puts the firm into the
United States retail brokerage
business through the 21 Reed
Shaw Stenhouse offices in the
United States and also provides a
financial interest in two Lloyd's of
London brokers owned by
Stenhouse.

The two insurance groups are
likely to collaborate on future in
surance ventures including· self
insurance services and projects for
the New,York Insurance Ex
change, though ideas are still un
der discussion, said a Continental
spokesman.

"The acquisition was designed
mainly to contribute to the diver
sity o f our insurance holdings," he
said.

This is the first time a U.S. in

surer has purchased an interest in a
firm owning a Lloyd's broker
though broker Swett & Crawford
purchased an interest in Harris &
Dickson late last year.

The U.S. division of Reed

Stenhouse (owned by Stenhouse
Holdings) has discussed a merget
with Pinehurst Corp., a diversified
insurance services corporation
but broke off talks when Pinehurst

became dissatisfied with potential
impact on its stock. Reed Sten
house had been seeking U.S. ex
pansion capital at that time.

Meanwhile, anotherU.S. insurer
Reliance Group Inc., is planning a
similar move through acquisition
of 20.1% of Rothschild Investment

Trust Ltd., a U.K. holding com
pany for the majority of the Leslie
& Godwin Lloyd's of London bro
kerage.

Reliance, a property/casualty in
surer, is offering Rothschild nearly
$36 million for about 5.4 million
shares of stock. Rothschild's $275
million assets do not include the
Leslie & Godwin U.K. retail insur-

-ance brokerage that is owned by
U.S. broker Frank B. Hall.

Hall was prevented from

purchasing all of the Lloyd's bro
kerage by a Lloyd's committee rul
ing lastyear barring morethan 20%
foreign ownership of a Lloyd's ad
mitted broker.
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Directors battle at ailing California Life
LOS ANGELES-Directors at

the financially ailing California
Life Corp. are struggling for con-

trol of the company which recently
posted a $3.2 million loss fdr 1978,
casting doubts about its ability to
survive.

Former chief executive officer

and current shareholder, Harry H.
, Mitchell, who was ousted in a man-

agement shake-up lastMay, said he
wants to replace current chief ex-
ecutive Joseph P. Monge with an
unidentified "healer of distressed

companies," to elect.a new slate of
shareholder-oriented directors and

attract fresh venture capital.
The major subsidiary of the

troubled holding company is Cali-
fornia Life Insurance Co., which
writes group and ordinary life,

group health and dental/vision poli-
cies as well as group and individual
pension plans. At the end of 1978,

the company.had. 125 group life,
group accident and health policies
in force covering about 290,000 per-
sons.

Total insurance in force at the

end of 1978 included 50,481 poli-
cies with an aggregate face value o f
$1.008 billion. At the end of 1977,
44,916 policies were in force with
an aggregate face value of$705 mil-
lion. About 23% of the insurance
has been coinsured or reinsured
with other carriers.

Mr. Mitchell has been trying to
sell shareholders on the idea of a

shareholders' protection commit-
tee to help reorganize the ailing
company. The company's largest
shareholder with about 10% ofvot-

ing stock, Mr. Mitchell said he did
not want a proxy fight but would
resort to one if necessary to turn
the company around.

Current chief·executive Mr.

Monge has been liberally wielding
a financial scalpel since spring. Eut
Mr. Mitchell charge's that opera-
tions had not been slashed "far

enough and fast enough" to enable
the company to restore preferred
dividend payments and revive in-
vestor confidence. He said s-ill

more capital is needed and called
for a substantial reduction o f eash-

draining, high commission insir-
ance policies. Many ofthe policies
had lapsed before the company
had fully capitalized acquisition
C osts.

He said the basic strengths of
California.Life still cculd be mar-

shaled but time was running cut.
"The situation is worsening on al-
most a daily basis," he said.

Mr. Monge, who had agreed to
serve only temporarily, :ay: Mr.
Mitchell hasn't been able in -.he

past to gather support for his pro-
posed organizational changes. The
latest attempt: reflects Mr.
Mitchell's "continuing inability to
face the facts" which led to the May
c·us-er, Mr. Monge said.

The company has already moved
to eliminate or reduce business

with little long term earning poten-
tial and -staying power, primarily
personal lines products. It plans to
test market new lines of insurance

m coming months and implement
new accounting controls, but Mr.
Monge would not elaborate.

Marketing cutbacks have resul-
:ed in staff terminations and re-

maining 'employes have less
breathing space since surplus of-
fices have been leased out. "We've

: ust sublet the 17th floor here," Mr.
Mo nge told Business Insurance in
nis i 8zh-floor'o ffice atop the Cali-
fornia Life home office. "And we'll

Facultative Reinsurance 

uesrzons e

Answersrv
A conversation with Pete Greene. Manager of the Prudential Reinsurgnce C©mpany's

Facultative Regional Office in Houston.

Q: Do you write so-called
"tough risks"?
A: Yes. Prudential Re is not shy
aboutwritingthetoughones. Right
here in Houston. we cover most

phases of the oil industry, includ-
ing the particularly difficult liability
coverage required under the U.S.
Longshoreman and Harbor Work-
ers Act. We also use our capacity
to cover the property exposures.
like builder's risks on offshore pipe-
lines, and operating risks for inland
drilling rigs. Prudential Re also cov-
ers a variety of risks.on other.
energy-related projects. Of course,
we welcome a wide range of nor-
mal risks. too.

Q: What ceding commission
does Prudential Re pay on re-
insurance premiums?

A: We pay an amount to cover our
share of premium taxes and fees,
thecommission paid to the original
agent or broker, and the insurance
company's operating expenses.
Naturally, all subject to a reason-
able maximum. This should allow

fair costs for the insurance com-

pany so they.can offer a policy to
their client at the most reasonable

,premium possible.

Ceding comm'ss ons are designed o cover
he insurer's costs.

Q: You do business directly with
insurance companies. Do you
also work with reinsurance

brokers?

A: Yes. We do work with reinsur-

ance brokers because Prudential

Re recognizesthat many insurance
companies want the services
brokers provide. Other companies
prefer arranging their facultative
reinsurance directly. So Prudential
Re does business both directly and
through reinsurance brokers. But
there are some cases, like.the

unique. high-risk business handled
by surplus line companies where
we prefer a Tirst-hand relationship.

.I

«
Pete Greene. Manager of Prudential

Reinsurance Company's Facultative Regional
Office in Houston.

Q: What are the factors that

help Prudential Re stand out
from other reinsurers?

A: There are several strong argu-
ments for calling Prudential Re:
• We have undisputed financial

strength and stability.
• Our capacity is large: $5 mil-

lion generally and $15 million
on most excess risks.

• We can and do handle almost

every kind of coverage, class
or problem.
•Prudential Re is flexible

because we retain so much

limit ourselves. and we're not

restricted by treaty limitations.
• We are a young, aggressive

company that shares a heri-
tage with The Prudential In-
surance Company of America.
They encourage our continued

growtn in reimsurance to help
meet.tie presetl end futfre
market neEds

To get answe -$ to any of your
reinsurance questions. just give
us a call. Wdre the Rock in

reinsurance.

Home Off c€:

213 Washingtca Street. Newark, NJ
07101, (211) 877-8000

Regional Olices:
3700 Wilshire Blvd.. LosAngeles,
California 90010. (213) 385-6261

30 N. LaSalle Street. Chicago,
Illinois 605CZ, 312) 732-4793

127 John St-eet, NewYork,
New¥6rk 10038, (212) 422-4350

4600 PostOak Flace, Houston.
Tekas 77027, (7- 3) 8-77-3814
Ir Canada:

P-udential FeirsJrance Compary
o' America. P.O. Bix '16,

Toronto Dominion Centre,
Toronto, Ontar·c. Canada,

MSK IGE, (416) 8624228

F hdential

'

Offshore dri [hg -gs a-e a. exampleo some
of the' tmgh isks- covered by Pru Re.
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use the whole bag of tricks, major
and minor, to cut expenses and re-
duce overhead."

He attributed the company's
problems to its"very costly acqui-
sitions trail," its marketing pro-
gram by which first-year costs of
new policies dangerously ex-
ceeded likely premium revenue
and the establishment of an ill-

starred computer service center
which had caused a hemorrhage of
cash.

"We feel.confident we are doing
the best job we can and we are al-
ready beginning to feel a turn-
around (in the company's for-
tunes)," he said.

Although the company enjoyed a
marked increase in 1978 sales, the
new policies were not "strongly
persistant," he said, indicating the
policies were money losers. An ef-
fort is under way to substantially
reduce underwriting of such soft
business by the end of the year.

It has discontinued the Double

Protector, its principal individual
life product whose profitability has
been questioned by the state's in-
surance department because both
first-year acquisition costs and the

rate of lapses were exceptionally
high.

It also modified the commission

and premium-rate structures of its
Vari-Plan life policy to discourage
agents who have been seeking
quick commissions by selling the
policy to people likely to default on
premium payments.

Mr. Mitchell says, however, that
sales for the year will still generate

very high first-year premiums and
he predicts substantial losses for
1979, "undoubtedly much higher
than in 1978."

The company's computer service
center, World Network Systems
Inc., which serves the basic data

processing needs of California Li fe
Insurance Co., has found itself all

dressed up with nowhere to go in
its attempts to lease surplus capac-
ity.

Revenues from leases have fallen

far short of the figures needed to
offset high equipment and facili-
ties costs, creating a cash problem
which Mr. Monge acknowledges is
severe.

Last month the troubled com-

pany filed· its 1OK statement with
the Securities and Exchange Com-
mission four and a half months

late.

The statement said the com-

pany's survival will depend on its
ability to generate enough cash
flow to meet its obligations and its
compliance with the terms of
financing agreements.

The company's auditors, De-

loitte, Haskins and Sells, had been
embroiled in a dispute with the
company over a new auditing ap-
proach to the capitalization o f sell-
ing which culminated in the May
shake-up. The auditors would not
comment on the 1978 figures. The
auditors said in a letter: "There are

conditions which may indicate the
company will be unable to con-
tinue as a going concern."

The 1OK statement said the 1978

loss was less than the $3.8 million
projected by current management
but far from the profit expected by
the previous team. The company
had earned $2.1 million in 1977.

The company was unable to say
when it might resume payment of
preferred dividends on its three
loan issues of preferred stock.

Several lawsuits alleging mis-
leading financial statements have
been filed by stockholders against
the company and its subsidiaries.
Three of the suits were filed in fed-

eral courts in Los Angeles and New
York.

All the directors of California

Life Corp. are named in the suits
seeking an undetermined amount
of damages. The company said it
has $3 million of directors and offi-
cers insurance but would not di-

vulge the insurer. •



Group plans
hit new pea k
at Travelers

Bedpan mutuals deny crunch is coming
By CLIVE HALLETT

LOS ANGELES-Doctor-owned

insurance companies in California
aren't anticipating another medical
malpractice crisis, but they con-
sider themselves well-prepared
should the weather turn stormy.

Most people close to the doctor-
owned insurers started during the
past five years tend to agree. But
the "bedpan mutuals," as they've
often been termed by the critics,

stand to suffer the same pains from
price competition as traditional in-
surers who underwrote malprac-
tice insurance for years before the
malpractice crisis hit in the early
1970s, warn some observers.

Critics of the newcomers to the
malpractice field contend that

losses will soon pile up, causing fi-
nancial difficulties and even

bankruptcies among the ranks of
the inexperienced insurers, even
though times are still fairly rosy for
the neophytes.

"There could be a deterioration

in our loss experience but not a
crunch as there was earlier in the

1970s," says Stuart Menist, presi
dent o f Norcal Mutual Trust in San

Francisco. And he points to such
positive vital signs as plump loss
reserves, lean expense ratios

tough underwriting and stream
lined claims control and handling
which, he says, would help his
company withstand any rough pas
sages.

His assessment was similar to

thatofotherspokesmen fordoctor-
owned companies and malpractice
insurance experts.

Less sanguine is James Ludlam,

attorney for the California Hospi-

HARTFORD-Travelers Corp
continued its aggressive drive in
the first half of this year to win neu
group benefits business, increas-

ing the number of group insurance
cases on its rolls by 2,400 in the pe-
riod.

Group life, health and pension
business are "excellent," said the
company, reporting a revenue gain
on this part of the business of 8%
in the first half accompanied by a
5% gain in operating income after
taxes.

The increases in group business

in the first half exceeded last year's
record results, Travelers said. The
number of new group cases added

to the books represents a new rec-
ord for the period and indicates

improved market penetration
Travelers told Shareholders. "The

small case market has particularly
contributed to this result," the firm
said.

Property-casualty premiums

rose 12% in the second quarter, but
profits fell 18%. For the six months
however, Travelers' . profits on
property-casualty business re-

mained up from a year ago, though
by a marginal 1.7%. Claim reserves
for workers compensation and
surety lines had to be increased,
Travelers said.

Travelers paid about $250,000 of
losses on the aircraft hull and lia-

bility claims following the Ameri-
canAirlines DC10 crash in Chicago
May 25. Claims on individual life
and group coverages resulting
from that accident were $1.2 mil-
lion, the company said.

Travelers had aloss ratio of74.9%

in the first half and 76.4% in the

second quarter. Both figures are up
from 73.4% ratios in both periods a
year ago. The combined ratio in the
second quarter was 107.1%.

'There could be a deterioration in cur loss

experience, but not a crunch as there was
ear ier in the 1970s.'

tals Assn., who warns that these

new cimpanies will have to raise
premiums steeply to handle what
he sees as a rising tide o f malprac-
tice lawsuits in coming years.

They will be reluctantto do so, he
contends, because sharply in-
creased costs will cause doctors to

-Stuart Menist,
Nordical Mutual Trust

drop their coverage and leave in-
surers scavenging for fewer pre-
mium dollars. Should the upheaval
become severe, some ofthe new in-

surance vehicles could be Eling for
bankruptcy.

He agrees the medicE.1 profession
generally is more aware of claims

Secure,-

e f- 4

6

prevention procedures than it was
in the past and that the new insur-
ers are stringent underwriters with
adequate reserves and currently
sensible rates-all of which could

help defuse a developing crisis.

Don Zuk, vp for professional lia-
bility with Johnson & Higgins,
which provides services for both
the Southern California Physicians
Insurance Exchange and Conti-
nental National American, says
SCPIE will certainly raise rates in

line with any rising frequency.
The company has access to data

covering 10 years of malpractice
loss experience and is geared to
early sensing o f rising frequency in
malpractice claims.

He believes it likely that other
doctor-owned companies will lis-
ten to their actuaries who "are

watching this very, very closely
and will be screaming and yelling
for rate increases when the trend

starts to take off."

"It's hard to see a crisis coming
when the frequency of claims is

down," Mr. Zuk says, a remark
echoed by other spokesmen for the
doctor-owned companies. "If it's
just a lull, it has been holding for
two or three years now."

Robert Westin, attorney for the
Physicians and Surgeons Insur-
ance Exchange, newest of the

doctor-owned companies, places
great faith in the claims-made

budgeting concept to combat in-
creased litigation and fiercer inna-
tion of claims.

In claims-made budgeting, rates
set at the end o f each year need re-

fleet only the claims made in that
Continued on following page
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Bed pan mutuals...
Continued from previous page
year, with reserves set according to
current knowledge of inflation.

"We feel we can take on virtually
any kind 6f change that happens
because we are only looking a year
at a time into the future," Mr. Wes-
tin says.

'With the claims-occurrence

concept used 'by the traditional car-
riers, however, companies have no
way of knowing what inflation or
litigation will look like ·down the
road," he says.

"They've got to collect enough
moneytodayto pay the claims that
occur in this policy year in which-
ever future year they are reported.
And that is impossible."

Claims-made budgeting also
gives the insurer valuable breath-
ing space, he says.

"If we should get a bad run this
year and have an adverse loss ratio,

we are not going to pay out those
claims for four or even five years.

"The average payout time from

date of report is 42 months, so
we've got lots of time to accumu-
late the funds-to build invest-

ments,.play catch-up with our rates
or stop paying dividends-so it's
just an entirely differentgame than
the occurrence concept."

Mr. Zuk at Johnson & Higgins
sees claims-made budgeting as an
"accounting tool which lets you
take your losses a lot quicker, but
it's not a panacea."

"If in 1980, circumstances re-
quire a 300% increase in premiums,
have you solved the malpractice
problem with claims-made?" Mr.
Zuk wondered.

"Of course not. Itjust means that
at the end of 1980 you know you

have to charge 300% more for rates,

whereas if you have the occurrence
form it could be 1990 before you
find you lost so much money back
in 1980."

Dr. David Rubsamen, a doctor
and lawyer who wri.es a profes-
sional liability newsletter from San
Francisco, says: "I don't see any-
thing like a repeat of the 1974-75
crisis." He-sees the new carriers as

financially stable, with healthy
surplus-to-earned premium fig-
ures providing "superb cushions"
if the going gets rough.

They also appear to have learned
that potential liability cases have to
be speedily identified and settled
quickly and aggressively, out of
court; if possible.

"In the past there have been ap-
palling delays in cases of very
likely liability-a reluctance on the
part of commercial carriers to bite
the bullet"-and pay the losses,
which ended up costing more in
the long run, he added.

Gerald Milton, president of the
Doctors' Co., underscored this

John Hancock's
International
Group Program
is the best
in the World.
Here are justafew reasons why.
First, the largest international
group staff anywhere. They offer
you the combined experience gained
from developing and servicing over
1,000 plans. Each account is contin-
uously serviced and monitored by a
five-memberteam. And that full-time

dedication to your account assures
a smooth running program as well
as quick problem-solving when
necessary

Second, our networkof 25 Associ-
ate Insurers. Each is one of the most

highly respected in the country it
serves. With over 12 years of experi-
ence building stable working relation-

point. "It's even wrong to go to the
courthouse steps and settle, be-
cause by then everyone's fees have
been set in concrete."

Dr. Rubsamen is confident that

any increasing frequency of law-
suits can be offset somewhat by
ruthlessly selective underwriting.
He is also hopeful that courts will
more forcefully weed out baseless
or malicious claims, which would
"cut the heart out of rising fre-
quency."

Doctor-owned companies have
largely avoided the pitfall of invest-
ing in volatile common stocks, he
says, a practice that left some of the
more speculative insurance com-
panies with ravaged reserves when
the market became jagged a few
years ago.

Norcal's Mr. Menist says under-
writers at doctor-owned compa-
nies are helped considerably by the
greater input of doctors and county
medical societies in screening and
reviewing applications to ferret out

ships with our Associate Insurers,
1GP can offer you continuityof ser-
vice unparalleled among international
programs.

Third, our clients. More than 200
corporations and 1,000 subsidiaries.
Most multinationals with international

programs have chosen IGP because
it offers flexible, competitive programs
thatkeeponworking.

Flexible. Competitive. Experienced.
Consider the advantages of John
Hancock's IGP.

("International Group Program" and "IGP" are registered servic
marks of the John Hancock Mutual Life Insurance Company,
Boston, Massachusetts 02117, USA.)

---uu.n#nayk Mutual Life Insurance Company

Boston, Massachusetts

e

·bad risks and accurately evaluate
premium structures.

The state's Medical Quality As-
surance Board is also doing amuch
more effective job of investigating
bad risks than it was before the last

malpractice crunch, he says.
At least one o f the doctor-owned

companies believes being nar-
rowly specialized might prove to
be a disadvantage. Mr. Milton at
Doctors' Co. says the firm is look-
ing into the possibility of expand-
ing into life and casualty coverage
"so we have a less volatile area for

our financial well-being."
Norcal also is interested in nib-

bling at other insurance areas
which are consistently predictable,
but only if this can be achieved
without hindering its primary pur-
pose of providing insurance for the
medical profession.

Several doctor-owned compa-
nies welcomed recent tort reform

legislation which took some ofthe
sting out of malpractice suits while
introducing new ways of compen-
sating malpractice victims. But
some agreed with James Ludlam
that its impact is being gradually
lessened. They would like to see
further reform in key areas.

Lawyers have challenged either
the constitutionality or the meth-
odology of certain reforms, espe-
cially those setting limits on legal
fees and structuring compensation
to meet victims' proven long-term
needs, says Mr. Ludlam. The state
bar associations, for example, are
not enforcing the requirement that
lawyers calculate fees so they re-
ceive a decreasing percentage of
larger malpractice awards. •

Try trusts to
pay life plan:
Consultant

NEW YORK-Employers may
want to examine the usefulness of

501(c)(9) trusts to fund life insur-
ance benefits, suggests William M.
Mercer Inc.

The consulting subsidiary of
Marsh & McLennan Cos. notes in a
bulletin to clients that a court deci-
sion and memorandum from the

Internal Revenue Service suggest
it is possible death benefits paid by
insurance and from a self-insured
trust could be treated the same un-

der the tax code.

Such is not considered the case,
Mercer notes. While death benefits
payable under a life insurance con-
tract are not subject to income tax
under section 101(b) ofthe Internal

Revenue Code, the section would
exclude from taxable income only
the first $5,000 ofother death bene-
fits.

But the 5th Circuit court held in

Ross v. Odom in 1968 that pay-
ments under Georgia's state survi-
vors benefit program would be free

from income tax. The court

reasoned that if the arrangement
had the characteristics of a life in-

surance contract, payments would
be taxed as ifthey emanated from a
life insurance contract.

As a result, an actuarially sound
program designed solely to pro-
vide death benefits, having the
characteristics of a life insurance

program, could be treated as such
for tax purposes.

A similar conclusion was pre-
sented in a technical advice memo-

randum to a regional Internal Rev-
enue Service office.

Together, these developments
indicate"it is possible to obtain the
same tax treatment for death bene-
fit payments, regardless of the
source," says Mercer. "It appears
feasible for employers to examine
the potential advantages of a
501(c)(9) trust for funding lump
sum or installments payment
death benefits," as the method has
been attractive for several years for
long term disability plans. 9



Broker charged...
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Rodgers remarked.

The account books Mr. Hall left

behind indicate the phantom bill-
ings began "about three years ago
and definitely got worse as it went
along," explained Margo Orona,
manager of broker Jones North-
west. The firm bought the renewal
and servicing of H&A accounts
when Mr. Hall's license was re-
voked after complaints were filed
about his activities.

"The books looked like a mess
when we first started trying to

Lessor asks

for insurance
of its risks

By JOHN H. MILLER

LONDON-Computer leasing
losses at Lloyd's could have been
avoided if warnings about the
perils of this business had been
heeded in its early days, contends
Parry Mitchell. head of one of
Britain's independent leasing op-
erations.

There are still opportunities for
enterprising firms to buy coverage
on other forms of equipment leas-
ing involving aircraft, ships and
construction equipment, he says.

His firm, United Leasing, runs a
business which currently leases
equipment worth $20 million and
plans further expansion in the fu-
ture.

"The only thing lacking with the
Lloyd's computer leasing coverage
was foresight," he told Business In-
surance. "When we went to see one
prominent broker with our views
we were told to 'get lost.' This cool
reception surprised us, but there
was nothing we could do about it.

"However, I still think the mar-
ketforvariouskindsofleasingcov-
erage can be easily adapted to mod-
ern circumstances, provided care
is taken with the nature o fthe busi-
ness.

"The Lloyd's computer leasing
insurance began to go wrong when
leasing companies which had been
relying on equity financing to fund
any residual value shortfalls were
offered another 'bite at the cherry'
without incurring any appreciable
extra risk.

"It gave them a false type of eq-
uity funding and helped them to
contract for a vast amount of leas-
ing business which they'd been
turning away.

"This wasn't an unpredictable
catastrophe. It's not a Hurricane
Betsy or Darwin cyclone syn-
drome. The facts were known
within predictable limits, and the
only uncertainty was the amount
of final loss."

Lloyd's weakness in this respect,
Mr. Mitchell believes, is that its
dealing with insurance buyers is
only through insurance brokers, so
underwriters are often kept from
having direct knowledge of risks.

"The policy of never dealing di-
rectly with the public stops bearers
of bad tidings from passing on
their knowledge to underwriters at
times," he concludes. "There can
be a conflict ofviews if you have to
approach them through brokers,
who are naturally trying to pro-
mote insurance deals. But I'd cer-
tainly like to see Lloyd's having a
try at other types o f leasing cover-
age, for there's still a lot of indus-
trial equipment such as plant ma-
chinery, commercial autos and of-
fice machinery that is now part of
industry."

In the U.K. alone, members of
the Equipment Leasing Assn. com-
pleted leases having a capital value
of more than $2.5 billion last year,
double the 1977 figure. •

make sense of them," she said,
"but now that I've been around
them for a while, they're really not
that bad."

"He wasn't writing legal certifi-
cates and he did not have binding
authority for the companies he was
listing," she explained. "In some
cases he was practically giving cov-
erage away. Some rates he charged
were pretty normal, but on others
he looked like he just made up the
prices."

Most of the local agents, includ-
ing large broker LeBow-Haynes,
"have already replaced the missing
coverages," Ms. Orona said. H&A
stopped writing business July 18.

"The coverages were not that
hard to replace," she explained,
"and the agents have responded re-
ally well, though they had to place
at higher rates ofcourse. The funny

thing is that H&A doesn't seem to
have been in financial trouble at
all. Everyone says Mr. Hall was in
financial trouble, but the books
don't show it."

The Pierce County prosecuting
attorney has charged Mr. Hall and
his former company with two
counts of first degree theft and one
count of second degree theft. Addi-
tional charges against Mr. Hall,
who is free on $10,000 bond pend-
ing trial on Sept. 24, may be made
aftertheinsurance department and
auditors conclude their investiga-
tion.

The insurance department is
holding the assets of the brokerage
"to make sure all the people in-
volved get a fair shake." a spokes-
man said. H&A's assets haven't
been determined yet.

Jones Northwest, an affiliate of
Portland firm J.K.S. Inc., is not
picking up H&A liabilities or
guaranteeing coverage. but is as-
sisting in placing any outstanding
risks, Ms. Orona said. •
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St. Louis broker serves h
iail term for policy fraud
Another broker caught just over a year ago pocketing

premiums on excess/surplus insurance is now serving a
10-year prison term for his activities.

Donald J. Kubovchik, who pocketed nearly $1.2 million
in insurance premiums for policies he said he placed with
Lloyd's and other London insurers, was convicted earlier
this year in federal court in St. Louis ofthree counts of mail
fraud.

In charge o f excess/surplus lines for the St. Louis insur-
ance agency of Associated Underwriters, Mr. Kubovchik
was able to pocket insurance premiums by telling princi-
pals of the firm that the business was being placed by E&S
Insurance Agency. E&S was just a post office box in Mem-
phis where Mr. Kubovchik mailed the premiums and later
collected them (BI, Oct 2).

Among the 114 insurance-buyer victims of his scheme
were the St. Louis Cardinals football team, the cities ofLas
Vegas and Reno, Nev., and gambling casinos.

Protection

,4

1

New Concord Volunteer, 1896", Etching by Bruce McComb, 1976.

Excess and Surplus Lines

Mellear Associates Inc.
Grand Rapids, Michigan
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Carter's support...
Continued from page 1
trol no more than 5% of the group's
business in order to be eligible for
premium tax deductions.

The Commerce Department con-
tends state regulation, with its high
capitalization requirements, has
blocked businesses from pooling
their product liability risks.

By tailoring insurance regula-
tions to meet the needs of bu-

sinesses forming their own insur-
ance cooperatives and allowing
them the same tax deductions

companies are given for purchas-
ing insurance from commercial in-
surers, more competition will be
injected into the insurance market,
the department believes.

The risk retention proposal,
which is expected to be introduced
officially this month in Congress
by Sen. John Culver (D-Iowa) and
Rep. John LaFalce (D-N.Y.), repre-

. 0

sents the Commerce Department's
solution to a major factor-panic

pricing by insurers-contributing
to the nation's product liability
problenns.

Another solution, creating a
model product liability law to end
the current uncertainties in the tort

law-another factor in high liabil-
ity insurance premiums-was un-
veiled last January (BI, Jan. 22)

Business groups backing the
proposal argue that pooling ar-
rangements are necessary because
the insurance industry is not giv-
ing the buying public a fair shake
regarding product liability insur-
ance.

"We've found that Company A
may have had a product liability in-
surance premium of $5,000 and
Company B for essentially identi-
cal coverage and a similar loss his-
tory would have a premium of

These days, it's not the same old
territory You bump against unfamiliar
new coverages out there. Costs are
spiraling. Some present coverages
may be vanishing

At IM, we explore insurance contin-
uously with wide-ranging resources.
We also explore with you your needs,
risks, losses. After an in-depth study
and analysis, we come back with the ,
cost-efficient insurance system for &
your situation.

It may include new self-insurance

$50,000," said Dirk Van Dongen,
executive vp of the 45,000-member
NAW. "That kind of disparity sug-
gests very strongly to us that the
insurance community is not doing
the job it should be doing...in
pricing product liability insurance
in some logical way," he added.

Price effects

Commerce Department officials
could not estimate precisely how
many risk retention groups eventu-
ally would be established. Mr.
Haslam thinks possibly 30 to 40
groups might be set up following
the bill's passage.

One group, the Scient.fic Appa-
ratus Makers Assn., already has in-
formed the Commerce Depart-
ment that 40% of surveyed mem-
bers would either like to partici-
pate in a federally chartered risk
retention group or purchase insur-
ance on a group basis, which also
would be permitted under the
Commerce proposal.

Utilization of the risk retention

groups will depend on the pricing
behavior of insurers, says Mr. Van
Dongen of the NAW. "To the ex-
tent that the insurance industry is
either overpricing or mispricing
product liability insurance, use of
risk retention will be enhanced. To

the extent that insurers are doing a
good job with regard to pricing
product liability insurance, risk re-
tention groups will receive mini-
mal use."

Congressional debate on the risk

pool proposal is likely to spark new
controversy on product liability in-
surance prices. American Insur-
ance Assn. counsel Dennis Con-

nelly argues that the "commercial
liability lines, o f which product lia-
bility is one, are certainly in an in-
tensively competitive area. . .In the
absence of a very strong finding
that there is a lack of competition
in this area, it would be economi-

cally unsound to create a federal
alternate mechanism.

"As it has been said, 'If it ain't

possBilities, a risk-retention fund,
safe deductibles. Or a feasibility

study that looks toward your own
offshore captive insurer, drawing on

IM's innovative experience in formation
and management. And we may suggest our

Nittany Loss Control Services to take you
confidently into safety and claims handling.

You can be in Touch easily Our Inter'-Mark
, network of selec-ed independent agents

, spreads across the country So exploring
insurance with IM is just a matter of sticking
close to the best guide in the business.

InsurAnce Management
IMof America, Inc., 8401 Connecticut Avenue, Washington, DC. 20015 (301) 654-0355

Offices in Reading, Lancaster and Villanova, PA and afuiated agencies nationwide.

broke don't fix it.' "

Although business groups gener-
ally concede that prices have held
stable or even declined during the
recent softness in the market, they
argue that a risk sharing mecha-
nism is needed to cover the very
high deductibles with which their
members have been saddled.

For example, deductibles for
some members of the Sporting
Goods Manufacturers Assn. have

leaped more than 500% in one year,
climbing as high as $500,000 per
loss. Companies slapped with
these high deductibles could face
economic disaster if they were hit
with a high loss, worries the associ-
ation. Pooling arrangements to
cover deductibles would offer new

protection not now offered.

Other business groups, such as
the Risk & Insurance Management
Society, favor the federally char-
tered pools because they would
"promote an element of competi-
tion in the marketplace which
would be beneficial to all commer-

cial buyers of insurance," said
Edith Lichota, RIMS vp for gov-
ernment affairs.

Pooling arrangements at the
state level have in some cases

forced insurers to become more

competitive. For example, Califor-
nia water districts, shunned by in-
surers, suddenly found underwrit-
ers slashing rates after the districts
formed a pool to covermost oftheir
liability risks (BI, Aug. 20).

Although insurance trade groups
seem united in their opposition to

the federally chartered pools, indi-
vidual insurers are divided. Aetna

Life & Casualty is undecided, but
Kemper believes "there is no need
at this time for any federal legisla-
tion. The problem (product liabil-
ity) has been handled fairly well at
the state level,"

Commerce lobbied

But Continental Insurance Co. is

"sort ofleaning toward support" of
the proposal, said William Gibson,
vp-general counsel in New York.

Insurers should not necessarily
view the proposal as a threat, but as
an opportunity, Mr. Gibson ob-
served. "These groups will need
claims, management, engineering
and safety and loss prevention ser-
vices which the insurance industry
can provide."

Endorsement of the proposal by
the Carter Administration came as

a stunning surprise, especially af-
ter the Office of Management and
Budget refused to approve it (BI,
July 91

The Administration endorse-

ment came after Commerce con-

vinced OMB that enacting the pro-
posal would not set a precedent for
federal involvement in insurance

since participation in the pools is
voluntary and could slash insur-
ance costs, especially for smaller
firms, an important consideration
during a period of spiralling infla-
tion.

OMB also was influenced by the

paper blizzard from business
groups such as the 14,000-member
National Assn. of Manufacturers,
which told the federal agency that
product liability affordability

problems remain acute despite the
overall improvement in the

property/casualty market, and that
the proposal "has the potential for
bringing much needed relief to the
business community without ad-
ding to federal expenditures."

Administration endorsement of

the Commerce plan will aid, but by
no means guarantee, that the pro-
posal will be passed by Congress,
most observers agree.

A bigger obstacle to the bill's
passage than opposition from
some insurers may be congressio-
nal indifference.

The Risk Retention Act probably
will be sent to the Senate Com-
merce Committee and the House

Interstate and Foreign Commerce
Committee, which have consid-

ered product liability issues. •



More underwriters...
Continued from page 1

Lloyd's does have its defenders.
H.T. Chester, senior vp at Johnson
& Higgins, said it is unfair for de-
tractors of the computer-leasing
policies to brand them as examples
of financial guarantee insurance.

"This was not a pure credit risk, a
pure business risk, because there
really was a hazard to be insured
against-that new equipment
could be invented that would

knock the legs out from under the
old stuff, which is exactly what
happened," he said.

"There was n6 suggestion that
there would be a claim i f the lessee
of the equipment went broke and
therefore couldn't Pay the

agreement-that would have been
a credit guarantee. Instead, it only
applied if the lessee stayed finan-
cially solvent and walked away
from the contract because new and

better equipment was available,"
reasons Mr. Chester.

Although Mr. Findley said the
Lloyd's Policy Signing Office is
alerted to turn down risks that
"blatantly guaranteed insolvency
of a particular company," he con-
ceded that "there are many ways of
arranging contingency risks and I
would not swear that some of them
do not.impinge on this area."

Ironically, despite the debate in
Lloyd's over financial guarantee
insurance, a number of insurance
companies outside the exchange
seem to be doing a good business
underwriting these kind of risks,
including several leading British
companies.

The Credit & Guarantee Insur-

ance Co. Ltd. has a reputation for
insuring against debts resulting
from a firm's involvency. Trade In-
demnity guarantees payments for
certain exporters' goods and ser-
vices overseas. General Surety &
Guarantee Co. Ltd. insures con-

tracts that fail because a firm be-
comes insolvent.

Guarantee specialist
In the United States, a small New

York brokerage firm doubled its
revenues to $400,000 last year and
increased its premium volume 25%
to $2.5 million through business
devoted exclusively to guarantee-
ing financial investments.

S&B Brokerage Service Corp. of
White Plains has carved out a spe-
cial niche in the brokerage busi-
ness by concentrating on offering
companies financial guarantees,
mostly on leases for such things as
heavy construction equipment and
trucks, said William Jacobs, execu-
tive vp.

"There are really no other bro-
kers in the country that do this as a
specialty," he contended. "We are
able to do it because our people are
more financially oriented. They are
not really insurance people and we
are not really dealing in the tradi-
tional insurance market."

Although he was quick to point
out what he said were differences
between his company's leasing
contracts and the ones Lloyd's
wrote on computers, the basic con-
cept remains the same. An insurer
guarantees the purchase price of
some equipment by agreeing to
pay off the lease if the lessee does
not pay the full amount.

But S&B has ostensibly avoided
the pitfalls in the leasing market-
place by heavily restricting poli-
cies it puts together for its 15 eli-
ents, Mr. Jacobs maintains.

"What Lloyd's was really insur-
ing were residual values of a class
of equipment highly vulnerable to
developments in technology. We
only handle items which we know
are going to have a high resale
value.

"Trucks, especially, are going to
have a high resale, particularly in a
time of inflation when the costs of
new ones continue to rise. We re-

ally can't foresee any major break-
throughs in technology in other
fields, either. After all, a crane is a
crane is a crane," Mr. Jacobs fig-
ures.

Policyholders must sign agree-
ments requiring them to turn over
the equipment to the insurer ifany
claims are made, giving the insurer
first rights to the equity value of
the equipment so the insurer can
recover some of its losses.

High deductibles are also stan-
dard on these policies, sometimes
in multiples of $100,000.

Other contract clauses come

close to guaranteeing the insurer
won't have to pay any claims, giv-
ing the insurer reason to want to
find new customers for the leased

equipment at lower interest rates
than would be available at most

banks, in order to speedily limit the
loss. In fact, Mr. Jacobs says, his

r

company practically has to prove
to insurers the risk of loss is mini-

mal before it is able to get a willing
underwriter.

"Everyone says the risks they are
handling are safe, but we have to be
incredibly careful that the policies
the insurance companies show in-
terest in are inherently safe," he
says.

Insurers willing

"We have to be more than a little
more careful in this area. If we have

losses, it is not inconceivable that
the insurance company writing a
policy might decide it doesn't want
to write any more in the future, and
since almost all our business

comes from these types of ac-
counts, I don't have to tell you what
kind of shape we would be in if we
couldn't continue to find insurance

companies to write these policies."
So far, however, Mr. Jacobs

hasn't had any trouble finding car-
riers. His company has an accep-

f
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tance rate of around 90% on busi-
ness for which it seeks insurance
companies.

Conversely, the company ac-
cepts only 5% to 10% ofthe applica-
tions that come in each year. "We
do very few pieces of business, but
in very large accounts. IfI do more
than five or six presentations (to
the insurer) a year, that is a lot,"
says Mr. Jacobs.

Although he declined to disclose
names of clients or insurance com-

panies involved in these policies,
he said he has primarily used one
insurer ("one of the top three or
four in the country'') and has
feelers out from two other large
concerns who are also interested in
a piece of the business.

Spokesmen for the Insurance
Co. of North America, Aetna Life &
Casualty, The Travelers and Amer-
ican International Group said they
are not writing these sorts of poli-
cies. A spokesman for Hartford
said his firm writes computer leas-
ing contracts on a limited basis

through foreign subsidiaries and a
domestic reinsurer, although he
added, "We are curreritly reassess-
ing the extent of that exposure."

Mr. Jacobs thinks most major in-
surance companies will ultimately
decide there is nothing excessively
risky about this business.

"Financial guarantees are a new
application to old insurance prac-
tices; they expand the concept of
insurance underwriting, especially
that of surety bonds," he said.

"We see in the future that it will

continue to grow. More insurance
companies should get into writing
this once they look closely at our
experience," he added.

That point is still very much
open to debate, however. Mr. Ches-
ter of Johnson & Higgins says he
doubts there will be any flurry of
activity by underwriters in pure fi-
nancial guarantees.

But executives of insurance

companies shying away from this
area concede it may not be that un-

Continued on next page

THEODORE S MASON, VICE-PRESIDENT EMPLOYEE BENEFITS, BANK OF AMERICA, SAN FRANCISCO,

"We eliminate 80,000 files
and get detailed data on Health Claims

with CAS*."

"On July, 7,1977, Bank of America
went on-line with the computerized
Claims Administration System. We
were faced with handling around a
quarter-million claims a year, up
from 210,000 in 1976 and 164,000
in 1975. Even with a department of
187 persons, we'd been bogged
down with the old, manual

shuffling of thousands of loose
paper files.
"Today, our staff has been sub-
stantially reduced and we're han-
dling claims as fast as they come
in from the field. Before, a claim
could take weeks to process.
Sometimes, files could be lost or
misfiled. Now, the CAS computer
safeguards the data, and an adjus-
tor can call up an employee's
entire claims history in just
seconds.

"Our employees are happier, and
my management and I are pleased
with the very substantial cost
savings and the ability to have
detailed cost data constantly at
* CLAIMS ADMINISTRATION SYSTEM

our fingertips. The SDC CAS is,
for our organization, the most
efficient claims processing
system available."
Nearly two dozen other major
organizations now. enjoy the many
benefits of the proven CAS way of
administering health and dental
claims - including a major insur-
ance carrier. For all the details,
clip this coupon to your card or
letterhead, and mail it to the CAS
office nearest you.

r ·- - -™ - - ---- --3

To: System Development Corporation
(Claims Administration System)
• 2500 Colorado Avenue

Santa Monica, CA 90406
(213) 829-7511

· 122 East 42nd Street

New York, NY 10017
(212) 697-5120

• 18W100 22nd Street, Suite 102
Oakbrook Terrace, IL 60181
(312) 325-6363

Please send me your brochure giv-
ing full details of the CAS technique
of automating medical and dental
claims administration for large
organizations.

NAME
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1

MAIL STOP

1

1 Systern
 Oeveloprnent
1 Corporation I

819/3/9J
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classified advertising
RATES AND CLOSING TIME: $3.00 per line, minimum charge $15.00. Cash
with order. Figure all cap lines (maximum-two) 30 letters and spaces
per line; upper & Zower case 40 per line. Add two lines for box number.

Replies are·forwarded daily. Closing deadline: Copy in written form in
Chicago office not later than noon, Monday, 7 days preceding publica-
tion date. Published el,erv other Monday. Display classified takes card
rate of $33.25 per column inch, and card discounts on size and fre-
quency. Mail ads to Business Insurance, classified advertising dept.,
740 N. Rush St., Chicago, Illinois 60611.

HELP WANTED

L & H COMPENSATION

CLAIMS MANAGER

West Coast Stevedoring Company, headquar-
tered in San Francisco, is seeking an aggres-

. sive and qualified individual to set up and
manage the Claims Dept. fo r a

Longshoreman's and Harborworker's Com-
pensation Insurance Program. The Claims
· Manager will be responsible for investigation,
defense, payment, accounting and all statisti-
cal reports. Must have a minimum of 10 years
insurance background with 3-5 years direct L
& H claims experience and supervision. We
provide an excellant salary/benefit package.
Send resume, including salary history, in con-
fidence to:

·Box 268, BUSINESS INSURANCE
740.Rush St. Chicago, 111. 60611

RISK'MANAGER

Seventeen·member suburban Chicago In-
tergovernmental Risk Management Agency
(IRMA) seeks Risk Manager. Experience in
this field a must-any law or accountingeduca-
tion or experience a plus. Opportunity to grow
with this well-financed and soundly conceived
plan of group pooling of risks o f municipal op-
erations. Reply in confidence, before Septem·
ber 30,1979 indicating salary requirements to:

Steven E. Aavang, Secretary
IRMA

1200 Oak Brook Road

Oak Brook, IL 60521

RISK MANAGEMENT POSITIONS
Risk Mgr Fortune 100 Co.. Midwest 40-SOM
Risk Mgr. =2 Spot Pittsburg ....,...........3OM
Risk Mgr. Upstate NY. ....................30-3511
Risk Mgr. Houston, Construction Exp.

.... 30-35M

Ass't Risk Mgrs. Ill., Michigan. Min-
nesota Ohio - Trbstate area ......25-3511

Risk Mgr. Long Island Bfts. Fire & Cas
good communication skills ....................40M

JOHN HUTTNER 212-732-3110
david J. hollinier assoc. inc.

ISO broadway, New York NY 10038

EMPLOYEE

BENEFIT

CONSULTANT

North shore firm seeking top
talent to market self-insurance

administration and related em-

ployee benefit products. Top
income for right person. Send
confidential resume to Robert

Stern, 1500 Skokie Blvd, Suite
500, Northbrook, Illinois 60062.

Sales

ASSISTANT

SALES REP

Secure your future while helping
others plan theirs. Beneficial
Standard Life Insurance Com-
pany seeks a bright individual
with our comprehensive retire-
ment system services.

Selected candidate will help train
and assist agents in sales ef-
forts and perform related func-
tions in the design and instal-
lation of pension systems. 2
years previous field experience
required and must possess abil-
ity to perform studies and eval-
uate business planning.

We offer competitive benefits,
desirable work environment and
an appealing starting salary. For
consideration, please send re-
sume with salary requirements
or call collect:

J. Franich

BENEFICIAL
STAN DARD LIFE
INSURANCE CO.

3700 Wilshire Blvd.. 4th Fl.

Los Angeles, CA 80010
(213) 381-8444

Equal Opportunity Employer M/F/H

CPCU CANDIDATES

Be better prepared for the CPCU
exams with The Burnham System.
Money-back guarantee. Send for in.
formation. Specify It, CPCU, CLU,
c/o Burnham Ins., POB 426A, South-
bridge. MA·01550 or (617) 764-4301.

WESTERN WORKERS'
COMPENSATION CONTRACTOR

Desires affiliation with equity posi
tion with insurance industry or re-
lated company for expansion of
services and marketing.

Box 270, BUSINESS INSURANCE
740 Rush St., Chicago, Ill. 60611

VICE PRESIDENT

SALES

for INSURANCE

BROKERAGE FIRM

.... Aggressive, growth-
oriented broker seeks a top
level .sales manager, capable
of developing and administ·
ering a total sales program.

Tremendous opportuni-

ty with dynamic firm already

serving a number of Fortune
"500" clients.

Write in complete con-

fidence, starting background

and salary requirements.

Box 271, BUSINESS INSURANCE

740 Rush St., Chicago, 111. 60611

EMPLOYEE
BENEFITS ANALYST

A progressive, rapidly expanding, diversified cor-
poration, conveniently located in suburbans Phila-
delphia, PA, has an immediate opportunity if you
are an experienced Employee Benefits Analyst with
management potential.

The position requires an individual with 2-3 years
solid experience in planning and designing a full
range of employee benefits programs including
Pension and Health and Welfare plans. Principal
duties will including monitoring the competitive pos.
ture of assistance plans, Corporate-wide planning,
design, start-up and revision of all benefits programs
and the analysis of acquisition proposals to deter-
mine benefit costs and liabilities.

Knowledge of ERISA and other legislative regulations
is necessary, along with good analytical and commu-
nicative skills.

We offer an excellent salary, significant company
paid benefits and challenge. Please submit resume
and salary history in strict confidence to:

Box 269, BUSINESS INSLRANCE
740 Rush St., Chicago, 111. 60611

An Equal Opportunity Employer M/F

SEEKING

LOS ANGELES

OFFICE

Leading and well respected

New York City Brokerage seek-

ing L.A. area office. Object:
Purchase or association with

principal experienced in enter-

tainment industry.
Please write:

Box 272, Business Insurance
740 Rush St.

Chicago, 111. 60611

Rwum - vmwav - Ww-

Tampa • Boston • Dallas • Richmond • Vancouver

CORPORATE RISK
MANAGEMENT

EXECUTIVES

nsurance/Risk Analysts
Safety·Property

Conservation Managers
Loss & Claims

Control Managers
Group Benefits &
Pension Managers

Health Care Directors

& Assistants

Discreet use of our NATIONAL registers
of skiL ed applicants and corporations
are avai able for further personal ad-
vance,tent and professional risk man-
agerneot departmental staffing. Call:
Edwarc Hoffman/Martin Hodes, COL·
LECT, at:

(212) 267-2600

WALL PERSONNEL

ASSOCIATES, INC.
170 Broadway

New York, N.Y. 10038

You'd be Surprised

Who I Found.

And for Whom.

Call - Alan M. Dumoff

Dir. of Insurance Recruiting.

DUMOFF

ASSOCIATES
"Underwriting

Recruitment Specialists"

225: S. 15th St. /Suite 3200

Phila., Pa. 19102

1-215-546-9030 - in Penna.

1-800-523-9267/68 - Nationally

Resumes Welcomed

MARKETING MANAGER

ALEXANDER & ALEXANDER, INC.
We are currently seeking a key management individual for
our Shreveport office. You would place property and casualty
business with various markets, and manage approximately
5 employees, while working with our Account Executive on
new proposals.

Your experience should include several of years underwriting
Froperty and/or casualty business and marketing with com-
Eanies/brokers/agencies. You should be familiar with U.S.
Longshoremen and Harbor Workers' Act, Jones Act expo-
sures, retro rating and surplus lines.

We can offer you an excellent compensation package, and
2 n opportunity to demonstrate your professional expertise.

For prompt confidential consideration, please send your re-
sume or letter to:

John Gilbert, Regional Personnel Manager
34th Floor, 2001 Bryan Twr., Dallas, TX 75201

an equal opportunity employer M/F

ASSiSTANT 4
Risk MANACNER

Broaden your career in Risk Management and.dis-
cover the stimulating world of CNA. CNA Financial
Corporation is the.holding company for a number
of major insurers as well as companies outside the
insurance industry. The professional we are seeking
will provide assistance to the Corporate Risk Man-
ager on special projects in obtaining exposure data
and in reviewing claims, insurance contracts,
audits, retrospective adjustments, leases and other
contracts.

The position will assist in analyzing, negotiating
and coordinating Casualty and Property Programs-
both insured and self-insured. There will be fre-

quent interfacing with insurance brokers and car-
riers and departments within the corporation and
its subsidiaries.

The detail-oriented professional we seek should
have a degree, preferably in Finance, along with a
minimum of 2-3 years experience in Commercial
Casualty Insurance or Corporate Risk Management.
Good oral and written communication skills are
essential.

An an industry leader, CNA can offer you an excel-
lent salary, comprehensive benefits and growth
potential. For immediate consideration, please send
your resume in confidence to:

Lyn Rose

INSURANCE FROU

CNA CNA Plaza

Chicago, IL 60685

An Equal Opportunity

Employer M/F

| the policies differen6y. -LSE
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EMPLOYEE
BENEFIT

CONSULTANT

North shore firm seeking top
talent to market self-insurance

administration and related em-

ployee benefit products. Top

income for right person. Send
confidential resume to Robert

Stern. 1500 Skokie Blvd, Suite

500, Northbrook, Illinois 60062.

r Professional Risk Management Tools 7
 Automated information systems for controlling 1

andadministering cost of risk.

>coragrate<
l s¥sLE:ms

P=-...... AMARILLO T E, AS 791 0 80085 8 4351 I.-I./

Your Ad here

will get results

CAREERS

RISK & EMPLOYEE

BENEFITS BROKERAGE
BOND ACCOUNT EXEC. .... OPEN
Extremely negotiable compensation
package depending on experience
in surety bond business as related
to construction industry. Will be
responsible for production and
servicing of medium-to-large accts.
All relocation and interviewing ex-
penses absorbed by our client, a
nationally known brokerage.

ROCKY MTNS. ........... OPEN
RISK CONSULTANT: This widely
respected broker is staffing the #1
position in their R/M advisory unit.

EAST.............TO$32,000
RISK & TAX MANAGER: This
$300MM firm is in an attractive
50,000 pop. location. Construction
R/M expr. a plus.

MID-WEST .........TO $30,000
INSURANCE MANAGER: New posi-
tion with a major-$10MM R/M
shop. (not Chicago). A claims
background prefered.

SOUTHWEST ....... TO $35,000
RISK MANAGER: New position
build a R/M program from the
ground up. 5+ years expr. and
some E/B desired.

WEST.............TO $28,000
INSURANCE MANAGER: Prestige
international real estate corp.

Must have heavy financial back-
ground.

CONTACT: DONALD DELANEY

ALL FEES EMPLOYER PAID......

LOUISIANA MI(Te. MGR. $35/45K
Major broker seeks two individuals,
one to head commercial property
dept. and the other to assume total
managerial duties for entire com-
mercial dept. to· include. both com-
mercial casualty and property. Ex-
cellent upward growth for agres-
sive technicans who will be famil-
ia· with various insurance markets.

Will have complete responsibilityes
for all·placement activities for this
growing operation.

CONTACT: JIM GILBERT

PARTIAL NATIONAL LISTINGS

Apply by resume or call:.

INSURANCE RECRUITERS, INC.
3707 Rawlins, Suite 416, Dallas, Texas 75219

214-528-0090

ir
SENIOR ACCOUNT

MANAGER
The Williams Companies is a diversified, growth-
oriented company primarily engaged in the fertilizer,
energy and metals businesses.

We have a unique opportunity for an outstanding indi-
vidual to assume management of the Insurance/Self-
Insurance Section within our Risk Management Depart-
ment.

The ideal candidate will have 5-7 years experience with
a large industrial companypreferably in theoil orchemi-
cal industry; a BBA in risk management or finance; and
a CPCU designation or Associate in Risk Management.

In addition to an attractive compensation package we
offer the opportunity to grow with a dedicated team of
results-oriented professionals. Interested individuals
are encouraged to apply by sending their resume with
salary history to:

THE WILLIAMS COMPANIES
Department 200
P.O. Box 2400

One Williams Center
Tulsa, Oklahoma 74101

An Equal Opportunity Employer

ISO policy changes due in 3 months
NEW YORK-A look at changes

the Insurance Services Office has

in mind for the comprehensive
general liability policy should be
possible in about three months.

An ISO spokesman said a "skele-
ton" outline ofthe rewritten policy
would probably be made public
then.

The policy, which the ISO tenta-
tively plans to implement in 1981,

[Fl

ril

has been undergoing months of
scrutiny by the office and is anx-
iously awaited by the insurance in-
dustry.

Fred Marcon, executive vp
of ISO, said Ws office is making a
concentrated effort to involve bro-
kers, underwriters and other in-
terested parties in the rewriting
process on a scale never before

attempted by the Insurance Ser-
vices Office.

"We want to make sure that all
users will get a chance to make
comments before we do anything,"
he said.

Mr. Marcon said estimated prices
in the new policy probably would
be released in about six months
and the policy itself should be filed
later next year. •

FInAnCIAL
GUARDIAA

... 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."

OFFICES IN PRINCIPAL CITIES.

CORPORATE HEADQUARTERS:

5 FinAnCIAL GUARDIAn InSURAnCE AGEnCY. Inc.
3100 BROADWAY. KANSAS CITY, Mo. 64111
PHONE 816/5614630 - TELEX 424148
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Letters column...
Continued from page 14
age.

We simply decided there was no
particular advantage in being
listed in view ofour predominantly
local books of business and the

doubt that many, if any, of our eli-
ents actually receive and read your
publication. However, we do write
some property and bonds for two
local subsidiaries of firms located

in McLean, Va. (Washington area),
and Cleveland, Ohio. Both of these
firms have risk managers and I
know the person who used to serve
in this capacity with the McLean
parent conglomerate read this an-
nual column. When I visited him at

his office in August 1976, he men-
tioned that he had noticed our list-

ing and was happy to see it in view
o f doing business with us. He is no
longer with this firm, but what if
his successor reads your unfortu-
nate and completely uncalled-for
article referred to above? I cer-

tainly don't want him to think our
"business has turned sour" !

Letter corrected

To the editor: Thanks for print-
ing my letter in the July 23 issue.
One small critique, however-you
show me as "an independent risk
management consultant"-which
is not correct. Admittedly, last fall I
did look over the insurance of a

couple of smaller corporations, but
that was the extent of it.

Commencing January 1979, I
have contracted with the Risk &

Insurance Management Society as
the coordinator of Canadian activi-

ties. I do not carry on any consult-
ing, because it could create some
conflict of interest with the consti-

tution and bylaws ofthe society, in
the sections dealing with member-
ship. (Membership shall not be
open to those engaged in . . ."the
business ofindependent insurance
service for a fee.")

Don Stuart

Coordinator of Canadian Activi-

ties, RIMS

Sherman A. Wilson, CPCU Sprinkler savings
President, Insurance Center of
Owensboro Inc., Owensboro, Ky. To the editor: I must take issue

CUSTOMIZED
WORKERS' COMPENSATION
SELF-INSURED PLANS BY

GATES, McDONALD
Yes, Gates, McDonald can custom-
ize a workers' compensation self-
insured plan for your company.
Herearesomeofthefeatures:

• integrated, comprehensive sys-
tems to administer your workers'
compensation program

• the review and processing
of all claims and appropriate
adjustments

• responsive medical care for
employees with an eye toward
saving you money

• the development of employee
information and rehabilitation
services

Contact Gates, McDonald or your
insurance broker - either can add
information how you can customize
workers' compensation self-
insured plans to your business.

3*1}1 GATS M(DONAID
CORPORATE ONE NATIONWIDE PLAZA

OFFICE R 0. BOX 1944
COLUMBUS, OHIO 43216
614/227·7211

with an article appearing July 23
written by Stuart Emmrich, en-
titled "Premium Cuts Don't Cover

Sprinkler Cost."

It has been our experience that
the most effective way to approach
and sell new commercial accounts

for our office has been to utilize

risk management approaches to re-
duce exposures to loss and to con-
trol loss experience o f the prospec-
tive client.

One of the most effective ways
has been to qualify properties for
highly protective risk underwrit-
ing for either Factory Mutual Sys-
tem or Industrial Risk Insurers by
adding sprinkler protection.

The tremendous savings in in-
surance premiums by reducing
published Insurance Services
Office's fire rates down to the

highly protected risk rates very of-
ten will pay for the installation of
the sprinkler system within seven
years or less. If such an investment

in sprinklers can be amortized in
this period of time, it can be shown
that the investment is a favorable

one for the assured. Although most
of the cases which we have
handled have been amortized in a

period of four to seven years, in one
rare instance an assured was able

to pay for a $100,000 installation in
one year.

Jay Frank, CPCU, CLU

Cohen-Seltzer Inc., Elkins Park,
Pa.

Account for costs
To the editor: Re: "Premium cuts

don't cover sprinkler costs" by
Stuart Emmrich (BI, July 23).

Being relatively new to the risk
management field, I follow your
publication with great interest.
This article caught my eye in that it
was completely void of accounting
and financial considerations.

The article implies that the cost
of installing a sprinkler system
would be expensed in the year in-
curred. However, such an invest-
ment will furnish years of benefits.
The more appropriate accounting
treatment would be to capitalize
the initial cost, i.e., a depreciation
charge would be made each year
over the designated life of the capi-
tal improvement.

By capitalizing the installation
costs, the time value of money can
be applied to analyze the initial
cash outlay; the resulting cash
flows (savings in the form of re-
duced premiums minus additional
costs for maintenance and alarm

company charges for the system)
and the recognition of depreciation
on the sprinkler system, a non-cash
flow expense.

Once all of the savings and ex-
penses have been identified for
each year over the life of the pro-
ject, appropriate discount factors
would be applied to each year's to-
tal. Finally, all of the years' dis-
counted cash flows can be

summed and compared to the ini-
tial investment. If the sum of dis-
counted cash flows (in this case,
savings) is greater than the invest-
ment, then on a financial basis, the
sprinkler system would be in-
stalled.

In conclusion, the installation of
a sprinkler system may very well
pay for itself in the form of pre-
mium savings over the life of the
system. As pointed out in the arti-
cle, quite correctly, premium sav-
ings will vary greatly depending on
such things as building construe-
tion and occupancy hazard and
thus will greatly influence the
"profitability" of the installation.

Paul E. Morrison

Insurance manager, G.D. Searle &
Co., Skokie, Ill.

Frontiers expands
Frontiers Adjusters Inc. of Phoe-
nix, Ariz., is opening a new office in
Shasta, Calif. G.L. Larkins is man-
ager of the office.

riskWatch
By MARGARET LeROUX

i The HMO plan looks even better
after three yea rs' experience

I wrote three years ago of my favorable experience with
a health maintenance organization, the Kaiser Foundation
Health Plan ofNorthern California. Now I'm more ofa fan

of HMOs than I was then.

Prepayment programs still have detractors as well as
proponents among health care and employe benefit pro-
fessionals. As one of the 3.7 million members of Kaiser

HMOs, I've also seen both good and bad aspects of the
system. But when given a chance to join another group
health plan, I chose to stay with
the Kaiser plan. »49

Covered for health benefits by
the University of California,
Berkeley, where my husband is
on the staff, my husband and I
have a choice of four health plans
including those insured by Blue
Cross and Equitable Life Insur-
ance. But the Kaiser plan is
cheaper for both us and the uni-
versity, which pays up to $43 per
month per employe for health
benefits and $79 for an employe LeRoux

and a family member.
The Kaiser plan costs $32.20 per month for an employe

and $64.36 for an employe and a family member. For simi-
lar coverage, Equitable charges $37.58 and $72.38, respec-
tively, while Blue Cross costs $60.44 and $123.20.

As Kaiser members, doctors' office visits are free for my
husband, while I pay $1. If we were in the Equitable or
Blue Cross plans, we'd pay either 20% of the total charges
or a $25 deductible.

In deciding to stay with Kaiser, we were among the
majority of university employes and their families. During
an open enrollment period last November, 668 people

S

transferred into Kaiser, almost twice as many as the 382 
who transferred out. Among new employes, the largest ,
number, 706, joined Kaiser.

Cost considerations aside, quality of care and availabil-
ity of myriad services are the other reasons I'm still a
supporter of HMOs. My reasons were echoed by several
others in an informal survey among friends and business
associates, both members and non-members of Kaiser.

Several young parents lauded the prenatal instruction
and pediatric services offered free by Kaiser. One couple
was especially appreciative of the "advice nurse" who can
be telephoned 24 hours a day for consultation on basic
medical problems. Advice nurses are available for adults,
too; if a visit to a doctor seems in order, the advice nurse
will arrange an emergency appointment.

The advice nurse concept is being expanded to include
health phone hotlines, whose pre-recorded 60-second
messages answer questions on a variety of subjects rang-
ing from chicken pox to venereal disease. As o f January
1980, all Northern California Kaiser members will be able
to dial health phones from their homes.

Several people in my survey cited the multiphasic
exam, a major benefit offered free to new Kaiser members.
The exam includes an electrocardiogram, chest x-ray, eye
exam and glaucoma test. Blood and urine samples are also
analyzed and the test results are explained in a follow-up
session with a doctor or nurse practitioner.

For one of my neighbors, the multiphasic exam revealed
higher than average blood pressure, so her doctor advised
participation in Kaiser's "Living with Stress" class. The
class is one of 150 offered free or fora nominal fee atthe 13

Kaiser medical centers in Northern California. One of the

most popular has been the nine-year-old stop smoking
clinic, but its popularity has been challenged in recent
months by sessions on how to avoid jogging injuries.

As certain health topics are more popular than others, so
are certain of the 1,672 physicians who practice at Kaiser
medical centers in Northern California. Because each doc-

tor has a limitto his or her patientload, it's almost impossi-
ble for new patients to get an appointment with the more
popular ones.

That has been my only problem with the HMO system.
After spending a frustrating afternoon crossing names off
my list of recommended doctors I expressed my dissatis-
faction to the appointment nurse. He listened patiently to
my complaint, then quipped, "Would you prefer an older,
fatherly type or a young liberal for your doctor?"

My doctor combined the best of both those descriptions.
Although he wasn't my first choice, he and the other
health care professionals I've seen as a Kaiser member
have impressed me with the quality of their skills.

i
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Americans love the thrill of big time sports. /0-

But big time sports mean big time insurance risks. 64<<Like insuring a star quarterback's ability to play. Or
the soundness of a triple crown thoroughbred. It requires
the knowledge, skills and experience of professionals
who deal with unusual risks that now include everything from
roller skate disco and rock concerts to jogging marathons and
health spas, and many other non-sports specialty risks.

On October 29, Business Insurance will take a comprehensive
look at specialty risks and the special people who handle them.

The specialty risks market is of growing concern to the almost
100,000 readers of Business Insurance representing 17,000
businesses, 6,000 agencies and brokerage firms, insurance
companies plus consultants, appraisers and actuaries.

It's an ideal opportunity for suppliers of specialty risk expertise
and insurance coverages to tell their story to the most important
audience in the insurance marketplace.

Advertising closing is October 16,1979.
It's the most important game in town. It's no time to stay home.
For additional information call or write Don Walsh, Advertising

Sales Director, 708 Third Avenue, New York, N.Y. 10017,
(212) 986-5050. Or, contact any of the sales offices listed.
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A PUBLICATION OF CRAIN COMMUNICATIONS INC

New York: 708 Third Ave ,NY 10017 (212) 986-5050
Chicago: 740 Rush St . 111 60611 (312) 649-5275

Los Angeles: 6404 Wilshire Blvd , CA. 90048 (213) 651-3710



TheAmericant/1/orker.

He holds the white-hot molds forAmerica in his hands...
Foralmost 100 years now, we've been

insuring America's most valuable resource:
her v)orkers.

Duringthat time, we've discovered some
very effective ways to help American business
hold down the costofinsurance. Loss Control
is 3 ne way.

OurLossContro/Consultants can help
you to identify hazardous conditions atyour
plant-before theyturn intoaccidents. That,
in turn. can reduce c/aims and substantially
loweryournetinsurance costs.

Loss Control. It's one way to cut the cost
ofbusiness insurance. Therearemanyothers.
Call or write us today. and we'll share them
with you.

American
AAutual

eas)
INSURANCE COMPANIES, WAKEFIELD, MASS. 01 880

THE OFFICIALINSURANCE SPONSOR,
TM- 1980 OlYMPIC WINTER GAMES

Helping America make intelligent insurance decisions since 1887.


