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Transit system urged

to alter comp program

CHICAGO—A consultant’s report on the
financially troubled Chicago Transit Au-
thority urges it to improve its handling of
workers compensation claims, which cost
the transit authority $8.7 million in 1980.

Consultants Simpson & Curtin, a division
of Booz, Allen and Hamilton Inec. of Phila-
delphia, recommends that the CTA’s safety

Continued on next page
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Cutting insurance costs

Reliance Electric Co. is
pulling the plug on rising
health care costs with a new
program expected to cut $4
million off its annual health
| care bill. Story, page 3.

Chicago’s Continental Illi-
nois National Bank believes
that its medical director can
keep workers healthy and
trim costs. Story, page 3.

Arkansas’ new risk man-
ager has already streamlined
insurance coverage for state
agencies even though he’s
only officially held his post
two months. Story, page 3.

Gulf States Utilities Co.
says its owner-controlled
construction insurance pro-
gram has saved $7.8 million
in the last seven years.

Story, page 3.

United Grocers Ine,, a co-
operative grocery distribu-
tion company in Oregon, has
put its members risks in one
bag to cut insurance costs.

Story, page 3.

#> Are controllers on strike or out of a job?
St(r)uck ® Lab’s coverage depends on the answer

By JAMES LAWSON

NEW YORK—When is a strike not a strike?

That's a question the courts are being asked to
decide as Metpath Inc., the world’s largest clinical
laboratory service, and an American Interna-
tional Group Inc. subsidiary battle over liability
for losses accrued during the air traffic control-
lers’ walkout.

Metpath, a Teterboro, N.J., company that tests
medical specimens, is planning legal action
against Birmingham Fire Insurance Co. of Penn-
sylvania to force the New York insurer to fulfill
the terms of a $3 million strike insurance policy
written in June.

The policy was designed to cover Metpath’s
extra expenses as a result of the air controllers’
walkout.

The firm purchased the insurance from Bir-
mingham Fire Insurance Co. through its broker,
Johnson & Higgins. North American Managers
Inc., another AIG subsidiary, is the underwriting
manager for Birmingham Fire Insurance.

Metpath's legal action, which was to be filed
late last week, comes more than a week after Bir-
mingham Fire Insurance filed suit in U.S. Dis-
trict Court in New York, seeking a declaratory
judgment {o determine its liability. The battle
forces the courts to define the current air traffic
controllers’ job action.

Birmingham Fire Insurance has refused to
cover Metpath’s losses, claiming it is not liable
because the strike ended when President Reagan
fired the controllers for not reporting back to
work.

The insurer says the strike ended Aug. 5, two
days after it began, and has paid out no claims
under the policy.

President Reagan told the controllers Aug. 3
they had 48 hours to return to work or be fired,

Continued on page 40

Photo: Wide World
A member of the Professional Air Traffic Controllers Organization
pickets the control tower at the airport in South Bend, Ind.

Small employers switch health insurers

WASHINGTON—Small employers are leapfrogging from insurer to in-

By JERRY GEISEL

Hearing set on foundering Idaho MET

surer to stay one jump ahead of major increases in group health insurance
rates,

Insurers who have raised rates above the industry norm of 20% to 30% in
the last year have been abandoned by employers in the price-sensitive
small business market,

Hundreds of employers have left Prudential Insurance Co.’s Employee
Benefit Program, which covers firms with two to nine employees, after
Prudential raised rates 50% to 60% on renewals.

In a year, the number of people enrolled in Prudential’s small employer
program dropped to 375,000 from 410,000. This decrease came after six
years of non-stop growth in which the program grew from 210,000 enrol-
lees in 1974 to 410,000 in 1980,

On the West Coast, Pacific Mutual Insurance Co. of Newport Beach,
Calif,, has seen the number of employers enrolled in its Beneficial Employ-
ers Security Trust plans drop from about 42,000 to 25,000 as rates for some
small firms were raised 70% in one year.

Other insurers whose rate hikes were less steep, including State Mutual
Assurance Co. of America in Worcester, Mass,, The Travelers Insurance
Cos,, Aetna Life & Casualty, John Hancock, Connecticut General and Mu-

Continued on page 41

BOISE, Idaho—The U.S. Bankruptey Court in
Boise will hold a special hearing next week to allow
creditors to file claims against a self-funded multiple
employer trust that has filed for bankruptcy.

The Sept. 15 hearing follows a July 21 bankruptey
petition by the Northwest Assn. of Independent
Businesses Inc., which is also known as the North-
west Federation of Independent Businesses of Boise,
Idaho.

At its peak in 1979 or early 1980, Northwest pro-
vided comprehensive hospital and medical benefits
te 6,100 participants, many of whom worked at busi-
nesses with fewer than 50 employees.

The size of the trust’s deficit is not clear.

In Illinois, however, nine trust participants have
tiled complaints with the state Insurance Depart-
ment that the trust has not paid at least $13,400 in
medical or hospital bills. Ninety-one Illinois resi-

dents participated in the Northwest plan.

The troubles of Northwest, which the state of
Idaho had been trying to shut down since 1977 as an
unauthorized insurer, have alarmed some state in-
surance regulators who say self-funded MET prob-
lems are on the rise again. Under a typical, self-
funded multiple employer trust arrangement, dif-
ferent health care risks are pooled. Often, the only
thing the trust members have in common is that
they are small employers.

Regulators’ concerns about the soundness of
METs began in 1976. In that year, many METs,
which typically are aimed at the small employers,
lost their insurer when the Illinois Department of
Insurance forced Old Republic Life Insurance Co.
out of the multiple employer trust business.

Continued on page 41
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Comp investigation urged

Continued from previous page

and risk management departments consolidate their investigation of
accidents and claims, said Dave Schulz, assistant commissioner of
public works for the city of Chicago.

The report, which will be formally released Sept. 16, shows that
the typlcal transit worker is absent 4.5 days a year due to work-re-
lated injuries.

While bus or subway accident investigations are the responsibility
of the safety department, the risk management department should
also look into such incidents because they trigger workers compen-
sation claims, Mr. Schulz said.

The average CTA employee is absent 30 days a year, not including
vacation and holidays, costing the CTA about $25 million a year,
according to the report.

Besides the days off for work injuries, the typical worker missed
two days for suspension, was absent without leave two days, took 10
days for requested days off and missed 11.4 days for illness, the
report says.

In 1980, the CTA's 8,000 transit employees missed 224,800 days of
work, a decrease from 1979 when the days absent totaled 246,000,
according to the report.

Hyatt suits top $2 billion mark

KANSAS CITY, Mo.—The amount of damages sought on behalf
of those injured or killed in the Hyatt Regency Hotel disaster July
17 has topped the $2 billion mark.

A check of court records as of Sept. 1 showed 90 suits filed in
Jackson County Circuit Court and nine suits filed in U.S. District
Court in Kansas City. The 99 complaints seek a total of $2.096
billion.

A total of 112 people were killed and 187 injured when two sky-
bridges crashed to the floor of the year-old luxury hotel’s lobby
during a tea dance.

Lioyd’s settles computer claims

LONDON—Lloyd’s of London has settled the bulk of the massive
computer leasing claims from the mid-1970s in the past 12 months,
Lloyd'’s Chairman Peter Green said.

The losses occurred on insurance issued to computer leasing com-
panies to cover revenues lost when the introduction of new com-
puter equipment caused the early cancellation of leases on older
models.

So far, 235 million pounds have been paid out on the losses, of
which Lloyd's has paid 75% to 80%. The losses have been paid from a
reserve fund, which was recently increased to $400 million from
$370 million.

Lloyd’s plans to publish a report on the computer leasing losses,
the largest series of losses in Lloyd's history, later this month, Mr.
Green said.

Chicago agents seek tax relief

CHICAGO—The Chicago Board of Underwriters, a group of in-

dependent agents and brokers, is seeking an injunction to escape the §

city’s new 1% tax on professional services.

The new tax, designed to generate extra income to support the
city’s troubled school and transit systems, was held constitutional by
state courts last week.

The controversial tax will apply to legal, medical and other pro-
fessional services.

The agents and brokers maintain that they provide a separate set
of services that cannot be classified with the legal and medical pro-
fessions.

Slashed portrait uninsured |

LONDON—The British government will pick up the cost of res-
toring the official portrait of Diana, the Princess of Wales, which
was damaged Aug. 29 by a man wielding a knife.

A spokesman for the National Portrait Gallery, where the por-
trait was displayed, said the museum receives all its funds from the
government. It has no insurance.

Paul Williams of Belfast, Northern Ireland, was arrested by Lon-
don police after he allegedly slashed the portrait with his knife and
tore out its center with his hands. Mr. Williams was charged with
criminal damage.

The gallery spokesman said he did not know how much the res-
toration would costs, but he added that “cost isn’t of primary impor-
tance in this instance.”
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A technician at the Three Mile island nuclear power plant uses monitoring equipment to detect radiation.

GAO wants $1 billion
nuclear property policy

By JOHN W. MILLIGAN

NEW YORK—The General Accounting Office is rec-
ommending a mandatory property insurance program
for the nuclear utility industry if commercial insurers
fail to boost available coverage to $1 billion,

In its recent report on the March 29, 1979, accident at
Three Mile Island nuclear power plant, the agency ex-
presses satisfaction with attempts by the private sector
to increase its nuclear property insurance capacity.

Yet should these efforts fall through, the GAO rec-
ommends that a mandatory program be established to
protect both the nuclear utility industry and the federal
government.

Nuclear Electric Insurance Ltd., American Nuclear
Insurers and the Mutual Atomic Energy Reinsurance
Pool—the latter two working together—hope to reach
this $1 billion mark (BI, Aug. 10).

NEIL, a Bermuda-based mutual insurance company
formed by 25 utility companies, hopes to provide $500

million in excess of $450 million available from com-
mercial nuclear insurers.

ANI and MAERP presently offer $300 million in pri-
mary insurance coverage and an additional $75 million
in excess of $300 million.

Both groups hope to raise their primary capacity to
$450 million, and produce a second layer of $350 million
excess of $450 million, and a third layer of $200 million
excess of $800 million.

NEIL's plan has been approved by an Edison Electric
Institute task force on property insurance for nuclear
utilities. It could be in place within two to three
months, says Alonzo Rand Jr. senior vp at Marsh &
McLennan and head of its technical services depart-
ment. M&M is providing NEIL with consulting services
on this project.

ANI and MAERP are aiming to have a significant
part of their program in place by January.

The GAO report first cites the need for sufficient

Continued on page 39

Injured Alabama workers
collect work comp and sue

By EILEEN NORRIS

MONTGOMERY, Ala.—Injured
employees who have collected
workers compensation are suing
and winning a second time from an
unlikely source: their co-employ-

A “co-employee” is defined in
the Alabama statutes as any officer,
director, agent, servant or em-
ployee of the company.

Translation: Employers (the
upper-management types responsi-
ble for safety) and insurers (as
agents of the employer) have been
hit hard by a barrage of lawsuits
claiming the “co-employee” was
negligent in providing a safe work-
place.

A constitutional amendment that
would grant co-workers immunity
from such litigation is slated to go
before the voters in the state’s next
special election—currently set for
September 1982.

Some 500 so-called “co-em-

Denke, as another employee who
failed to provide her with safe
working conditions. The court said
a common-law right exists that
allows one person to sue another.
Because the workers compensa-
tion system bars workers from
ees. suing in exchange for the guaran-
teed benefits, there are no other

states that allow employees to sue

their employer or co-employees.
Lawsuits filed in California,
however, have been successful in
proving the employer served in a
dual-capacity role as both an em-
ployer and the manufacturer or
distributor that offered a product
Continued on page 38

EEOC and union sue
for pregnancy benefit

By JERRY GEISEL

ST. LOUIS—Emerson Eleetric Co. is violating federal law because
it won't provide equitable pregnancy benefits to spouses of male
employees, a suit charges

The suit, filed in U.S. District Court in St. Louis by the Equal
Employment Opportunity Commission and the International Union
of Electrical, Radio and Machine Workers, says the electronics com-
pany violated the 1964 Civil Rights Act and the 1978 Pregnancy

Comings&goings: industry . 29

Datebook . ................. 34  weekly at 740 Rush St., Chicago,
Editorial opinions .......... 8 11l 60611. Second-class postage is
IRE0 e e S g o 19 paid at Chicago, Ill., and at addi-
Insurance services guide .... 42 tional mailing offices. Postmaster:
Legalbriefs. ............... 26 Send address changes to Business
Letters .................... . 8 Insurance, circulation depart-
Londonline. .. ............. 18 ment, 740 Rush St., Chicago, Ill.,
Management............... 26 60611. Copyright 1981 by Crain
MarKets .. oo simmami - 30 Communications Inc.

ance (ISSN 0007-6864) is published

7

ployee” suits are sitting in the
courts from this year alone. Many
more have been filed since May 5,
1978, when the Alabama Supreme
Court ruled it was unconstitutional
to prohibit employees from suing
one another.

In Grantham vs. Denke, the
court ruled that injured worker
Anita Grantham should be allowed
to sue her Jefferson County em-
ployer’'s safety manager, Don

Discrimination Act because its group health insurance plans provide
greater benefits to husbands of female employees than to wives of
male employees.

In one health insurance plan, which covers members of the
union’s Local 1102, Emerson pays about 80% of major medical ex-
penses for spouses of female employees, but it places a $135 cap on
pregnancy medical benefits for spouses of male employees.

In the same plan, Emerson pays 100% of the first $700 of hospital
expenses and 75% of the next $4,000 of hospital costs for spouses of
female employees, but imposes a $230 cap on pregnancy hospitaliza-
tion benefits for spouses of male employees.

“We think the male employee has suffered because he has re-
Continued on page 39
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He convinces
Arkansas it
needs risk unit

By STEPHEN TARNOFF

LITTLE ROCK, Ark.—Purchas-
ing property insurance for a state
prison system is neither the easiest
nor the cheapest task, Rokert Sikes
has discovered.

However, the state of Arkansas’
new risk manager has not only ob-
tained coverage for the prisons and
many other state agencies, out has
also saved the state a lerge chunk
of money.

Mr. Sikes achieved tae savings
after the state recognized the need
to streamline and modernize its
risk management functiers.

And while the risk management
department has officially been a
part of the state government for
only the past two months, the use
of risk management techniques has
saved Arkansas 25% to 65% in pre-
miums in the
past wo years,
depending on
the state agency.

“Wa've put a
little aniZormity
and profession-
alism into it,”
Mr. Sikes says.

Only a few years ago, individual
departments purchasec all of the
insurance for state agencies. This
often resulted in lower jeductibles
but higher premiums and improper
property valuations aad, conse-
quently, improper coverage, ac-
cording to Mr. Sikes.

About that time, the state insur-
ance commissioner and a aumber
of legislators decided to explore
creation of a risk managercent de-
partment.

Mr. Sikes, a veteran cf several
state government administrative
and financial positions, was ap-
pointed acting risk manager. Be-
cause of the subsequent savings and
improvements in insurance cover-

Continuec cn page 35

By EILEEN NORRIS

C_LEVELAND, Ohio—Reliance Electric Co. is serious.about chiseling
$4 million off its $30 million health care benefits tab, but the company
real.zes it can't do the job alone.

The respcnsibility for savings is also falling onto the shoulders of the
worker, the irsurer and the health care provider.

The company’s new cost-containment program started rolling in July
when Reliance added coverage of hospital pre-admission testing, sec-
ond-opinior: surgery and surgery in ambulatory care facilities for its
28,000 employees. The company has 60 plants in the United States. The
add:itions did not increase Reliance’s premium.

While the company is not going after unusual cost-containment
r-easures, Reliance estimates it can save $3 million a year just by reduc-
izg hospital confinement with pre-admission testing and by using am-
tulztory care facilities for surgery more often.

Another 3556,000 could be saved by eliminating unnecessary surgery
thrcugh a s2zond-opinion program, estimates George E. Brown, direc-

.. . While bank hires doctor to cut health costs

Phots: Continen

'

ta. i

4
inois National Bank & Trust Co.
Dr. King and nurse supervisor Marguerite Gray examine a worker’s X-ray.

Reliance shares responsibility . . .

Pulling the plug on health care costs
at Reliance Electric

Cost-containment step Potential savings per year

Reducing periods of hospital confinement $3,002,000
Elimination of unnecessary surgery 556,750
Negotiating hospital charges 283,700
Auditing hospital charges 189,000
Potential savings $4,031,450

tor of employee benefits.
To make sure the cost-containment measures they've initiated are
working, Reliance Electic added a supervisor of cost containment to the
Continued on page 37

CHICAGO—It hasn’t even been a year since Dr.
Joseph C. King became Continental Illinois National
Bank & Trust Co.'s first full-time medical director.

But, the savings he’s brought to the bank adds up to
more than just good business “cents™:

® In less than six months, his revamping of the
bank’s rehabilitation program brought about a 42% re-
duction in the number of employees on long-term dis-
ability.

® As of Sept. 1, basic coverage provided by Blue
Cross/Blue Shield was dropped and placed with Pru-
dential Insurance Co., which had been the bank’s
major medical insurer. The consolidation is expected
to result in better medical benefits record keeping.

e By working with the food services’ diet and nu-
trition group, Dr. King cut in half the amount of salt
used in preparing food served to 9,800 employees in
the bank’s cafeteria. Excessive salt can affect people
with high blood pressure.

® The bank’s health services staff and security
guards have been trained in cardiopulmonary resusci-
tation, both for employee and public safety. Food ser-
vice workers have been taught how to aid choking
victims with the Heimlich maneuver.,

Health care and safety be-
came a top priority for the
bank when it.reviewed its
employee health service for
its 13,000 employees. It was

Continued on page 37

Utilities Co.

$7.8 million.

Utility saves $7.8 million
with construction policies

- By STEVE SHERWOOD

BEAUMONT, Texas—Holding down construction
costs is part of the risk manager’s job at Gulf States

How important a par: is reflected in one figure:

Photo: Steve Sherwood

Olice Steward, left, and Dennis Wales talk in
the utility’s master control room.

That’s how much GSU'’s Olice Steward, manager
of risk management services, estimates has been
saved in power plant construction costs since 1974
by implementing an owner-controlled construction
insurance program. Under the program, GSU buys
all builders risk, general liability and workers com-
pensation coverage that contractors will need for
any major GSU building project.

By dealing directly with insurers rather than al-
lowing contractors to seek coverage separately, GSU
benefits from the lower cost of volume buying.

“Before we went to this, GSU paid insurance costs
as part of the contractors’ bid prices,” Mr. Steward
says. “Included with their actual insurance costs
were related expenses, a contingency-margin for in-
flation, rate increases, overhead and profit factors.
These added costs have been eliminated under the
owner-controlled program.”

A key advantage is that the utility can determine
the breadth and scope of insurance, says Dennis
Wales, coordinator of construction insurance.
There’s no question whether contractors are ade-
quately covered. In addition, costs are more definite
and, therefore, more easily controlled.

“QOur objective is to assure the lowest possible cost
while still covering risks associated with construc-
tion,” Mr. Wales says. Holding costs down not only
saves the company money, but is a savings for the
utility’s customers who ultimately pay for construc-
tion costs, he says.

Most of the estimated savings are from three
major construction projects in Louisiana, which
have a combined worth of $3 billion.

They are the River Bend Station Nuclear Power
Plant near St. Francisville, a 740 megawatt facility
worth $2 billion and expected to be completed in
1985, and two coal-powered generating plants near
Lake Charles. The coal plants, which have a com-

Continued on page 38

Grocer forms insurer
and rings up savings

By RHONDA L. RUNDLE

PORTLAND, Ore.—United Grocers Inc., a cooperative wholesale gro-
cery distribution company, is bagging its own risks with a new.multiple-
line insurance company.

United Employers Insurance Co., open for business since July 1, is writ-
ing workers compensation and property/liability coverages for grocery
retailers and warehouse owners in Oregon and reinsuring risks in Wash-
ington and northern California.

“We formed the company to get reduced workers compensation rates
that were not immediately available through our previous carrier,” ex-
plained Maurice Lefore, UG’s risk manager and
president of an insurance agency owned by the
company.

As a specialty insurance company serving the
grocery industry, Mr. Lefore is convinced that
United Employers will deliver top-notch risk
management and loss-control services at the
lowest possible cost. “That's because we know our
mermbers’ business better than anybody else,” he
stresses.

The stockholders of United Grocers are inde-
pendent grocery stores in Oregon that sell more
groceries there than any of the supermarket
chains. Their cooperative provides warehousing
of produce, canned goods and non-food stock and
distribution to the individual stores.

“This year our group qualified for a 20% work-
ers compensation rate deviation, but Fremont In-
demnity Co. was not prepared to file for the rate deviation,” Mr. Lefore
pointed out.

“They would have done it if we’d asked them to, but this was the catalys
we needed to get us started in our own direction,” he said.

Oregon legislation enacted in 1977 allows insurance companies to deviate
from rates set by the National Council on Compensation Insurance in New
York. But it was not until this spring that a price war erupted among the
state's workers compensation insurers . .

United Grocers calculated that by forming its own licensed insurance
company it could reap lower rates and save on fronting fees it had paid tc
Fremont. The insurer charged 4% to 5% of premium to pass the risks along
to UG’s captive insurance company in Bermuda—UGIC Ltd.

Continued on page 42
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Agents awarded $13 million in damages

By STEPHEN TARNOFF

DALLAS—A state court ;ury has
awarded nearly $-3 million in com-
pensatory and punitive demages to
two former Texas insurance agents.
It found that their emplover had
breached an agreement to under-
write group health insurance poli-
cies sold by the agents through a
multiple employer trust.

The verdict carme dowr. Aug. 24
against Gulf Atlantic Insurance
Co., its parent company Nation-
wide Corp. and several Nztionwide

officars.

Tke jury decided that the insur-
ance company and the officers con-
spired to interfere with the busi-
ness contracts of agents C. Daniel
Hurlbut and A.C. Hovaer, both of
Houston and acted with malice in
doing so.

Bcth of the plaintiffs were
awarded compensatory damages of
$1.2 million In addition, Gulf At-
lantiz was orcered to pay punitive
damages of $2 million and Nation-
wide $2 million to each »f the men.
Two Nationw:de officers also were

ordered to pay $100,000 fo each
plaintiff, while another was or-
dered to pay $50,000 to each.

Mr. Hurlbut said the contracts
that he and Mr. Hovater sold in-
volved a “multiple emplover trust-
type situation” to provide health
insurance coverage for small
groups.

R.J. Ayres, an attorney Zor Mr.
Hurlbut and Mr. Hovater, said the
Nationwide Health Insurance Trust
was set up in 1974 in Houston. It
was administered by Mr. Hurlbut

and Mr. Hovater under the name of
Agency Associates and operated in
Texas, Nevada and Arizona. It was
limited to employee associations
and school districts.

The t-ust had fewer than 100 cli-
ents, according to another of the
plaintiffs’ attorneys, G.H. Kelsoe.

Premiums of less than $500,000
were collected during the fund’s
approx.mately six-month exis-
tence.

Both Mr. Hurlbut and Mr. Ho-
vater were licensed agents of Gulf
Atlantic, selling individual policies
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during the early 1970s, according to
Mr. Ayers.

Mr. Kelsoe said that about that
time it was suggested that the two
men form an agency that would
sell group health insurance plans
and that they set up a trust that
they would administer. Gulf would
underwrite the plan.

The agents claimed they received
authorization from the company to
begin selling the policies. The com-
pany subsequently denied it and
repudiated the agents, Mr. Ayres
said.

The Texas attorney general was
called in after Gulf and Nationwide
denied having authorized the
agency to sell the policies, the at-
torneys said.

An investigation was conducted
and the agency was placed in re-
ceivership. The agents’ licenses
were revoked and Mr. Hurlbut and
Mr. Hovater were indicted in 1976.
The charges were eventually dis-
missed.

In January 1977, the two agents
sued Gulf Atlantic, Nationwide and
the dfficers alleging the companies
had conspired to defraud the
agency and had interferred with its
contractual relationships.

“It can happen to any agent,” Mr.
Hurlbut said last week. “They said
they would make us bankrupt and
almost did it.”

A spokesman for Nationwide
said the company was not expect-
ing the verdict. “Nationwide was
stunned by the verdict,” he said.
“They were just flabbergasted.”

Nationwide has said it will ap—
peal.

Doctors liable
for their errors

ST. LOUIS—A Missouri appel-
late court has ruled that doctors at a
state-operated mental health center
are not public officials and may be
sued for malpractice.

The decision overturned an ear-
lier St. Louis Circuit Court ruling
that six doctors at the Malcolm
Bliss Mental Health Center could
not be sued.

The appellate court said that su-
perintendents of state mental
health institutions were public offi-
cials but that doctors employed
there were not. It also said that if
doctors could escape liability, it
would defeat the legislative intent
to have public facility patients be
treated in accordance with the
highest medical standards.

The court also recognized that
the decision could cause financial
difficulties for public sector doctors
because they are paid less than pri-
vate physicians and cannot as rea-
dily afford malpractice insurance.
However, the court left any rem-
edy for that problem to the Legisla-
ture. ]

Comp rate hike
sought in Maine

AUGUSTA, Maine—Insurers are
seeking approval of a 25% increase
in workers compensation rates on
all new and renewal policies in
Maine, effective Sept. 15.

The insurers blame the need for
the increase on continuing losses,
In each of the last three years, in-
surers’ premium receipts fell short
of the cost of providing benefits by
more than $30 million.

In 1980, the shortfall exceeded
$48 mil]ion, more than half the en-
tire premium collected in 1980.

The proposed average premium
level change is distributed in the
following manner: manufacturing,
22%; contracting, 19%; all other
classes, 28.8%. =



“A complete package for
financial institutions?”

“Who writes it?”

W “hand, Morahan’

Now with a single poliey from Shand,
Morahan & Company, today’s multi-faceted
financial institution can enjoy an insured
protection program previously attainable

only by combining several separate policies.

Included in this new coverage package
are: Trustees E&O/D&O including
coverage for trust department employees,
D&O liability for all non-trust activities,
fiduciary liability for employee benefit
programs, and blanket bond coverage.

The advantages of this package
approach are many, including the elim-
ination of gaps, overlapping and coverage
conflicts between separate policies. This
could result in a reduction in overall pre-
mium. And it gives the added benefit of

dealing with a single knowledgeable under- g

writer and claims staff.

A multi-faceted coverage package
designed specifically for today’s multi-
faceted financial institution. Another inno-
vative concept from the underwriting pro-
fessionals at Shand, Morahan & Company.

E | .. Shand, Morahan
D BN & Company, Inc.

Omne American Plaza, Evanston IL 60201
312/866-2800, Telex 72-4328
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[ editorial opinions

Competition,

ALIFORNIA’S MINIMUM RATE LAW
governing workers compensation insur-
ance should be repealed.

The law, which requires workers compensa-
tion insurers to charge uniform rates, protects
only insurer profits and hurts California em-
ployers.

We first questioned the need for such rate
regulation when the California Insurance De-
partment started investigating cash-flow plans
for workers compensation. Concern that the
cash-flow plans violated the minimum rate
law created a lot of hoopla, including hours of
meetings of top insurance company officials
and state officials to hammer out new regula-
tions.

The law might not seem so onerous if this
were the extent of the problems it creates. But
there is more,

The only price competition permitted under

the law is in the amount of dividend paid: at

the end of the policy period. Insurers can’t
promise dividends under California’s law, but
they can show prospects the history of similar
accounts. /

Depending upon how the information is
presented, an insurer can be standing on one
side or the other of the fine line between
promises and examples. Regardless of which
side of the line the pitch falls, it's likely to mis-
lead many a buyer who thinks he is being pro-
mised a hefty dividend if his loss experience is
good . . . and he is not. ,

Take the case Samsonite is bringing against

not promises

Liberty Mutual, as reported in last week’s
issue. The insurer’s marketing information
stated that no dividends could be promised,
but Samsonite argues that it was told that its
dividend at the end of the three-year policy
period would be larger than it eventually
turned out to be. And the insurer even pitched
a renewal policy exhibiting figures with a

larger dividend than Samsonite’s expiring pol-

icy, the company says.

We’re not judging the merits of Samson-
ite’s case here; that’s for the courts to de-
cide. We note this lawsuit because it is an ex-
ample of the problem the California minimum
rate law creates.

The only support for this law comes from
the insurers, who enjoy hefty profits-on work-
ers compensation insurance in California:
They don't want to see this state fall to the
price competition rampant elsewhere in the
country.

We're not advocating price wars to destroy
the insurance industry. We support fairly
priced insurance and we think the fairest pric-
ing comes from open market competition, not
minimum rates set by law.

For the fairest workers compensation insur-
ance prices, to prevent more bureaucratic jug-
gling such as that needed to create the cash-
flow regulations and to provide buyers with a
market free to compete on price at the front
door instead of the back door, California’s
minimum rate law should be repealed.

Help Mom and Dad

F YOU HAVE A GOOD CORE of health

and pension benefits and can put any new
employee benefit in place for 1982, make it
child care assistance.

The new Reagan tax law specifically ex-
empts this assistance from taxable income for
the employee, clearing up what was concern-
ing some employers.

Before you dismiss the idea because you
think you have few working mothers among
your employees, consider how many male em-
ployees are fathers with working wives.

Two-career couples share the concerns and
costs of raising children. A child care assis-
tance benefit will be as appreciated by Dad as
Mom.
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‘Battle’ is long overdue

To the editor: Isn't it interesting
that “new battle plans are in force
at insurance companies to fight the
rising cost of litigation, changing
the way insurers defend claims
against their policyholders,” as
stated in Stephen Tarnoff’s article,
“Insurers try to trim-rising legal
costs” (BI, Aug. 24)?

Plans even different than pro-
posed are long overdue from the
standpoint of the commercial/in-

dustrial policyholder, who pays the:

claims bill through premiums and
the insurer’s reserves!

Indifferent insurance company
claims service has long generated
and encouraged lackadaisical de-
fense. Most insureds want to help
with defense, but are discouraged
by casual company claims service
and commensurate, contagious, in-
different legal representation:

A “new battle” is long overdue,
but it is directed at outside defense
or legal services. The basic trouble
is in-house claims and legal ser-
vices.

Charles R. Leo Jr.
Stony Point, N.Y.

Rehabilitation nurse consultants valuable

To the editor: I wish to commend
your publication for recognizing
and promoting rehabilitation as a

significant means to.help reduce -

workers compensation costs. Nu-
merous articles, including your
story July 6, has put rehabilitation
on the front page.

But none of these articles has
mentioned the rehabilitation nurse
consultant. I do not speak of the oc-
cupational nurse who performs
emergency nursing in the factory
or office and who assists with plan-
ning and implementation of safety
programs for employees. The reha-
bilitation nurse consultant is an es-
sential first step in the rehabilita-
tion process.

Currently, more than 20 major
insurance companies and busi-
nesses in the Chicago area employ
rehabilitation nurse consultants in-
cluding CNA, Fireman's Fund, The
Travelers, Wausau, The Hartford,
Royal, Liberty Mutual, Kemper
and Crawford.

Rehabilitation nurse consultants
perform medical management and
limited job placement. What claims
supervisor has the time or medical

expertise to maintain close contact
with the employer, employee and
physician, assess motivational
levels and interpret medical re-
ports and opinions to determine the
severity and length of disability?
We are able to go into the em-
ployee’s home and start the reha-
bilitation process from the begin-
ning of the injury by insuring con-
trolled medical care and positive
motivation level on the part of the
claimant.

Rehabilitation nurse consultants
have not received the recognition
they so richly deserve. There can
be no job retraining and placement
if the employee is medically unsta-
ble, has personal problems that
have developed because of the acci-
dent or did not receive proper med-
ical treatment due to either his lack
of participation or the failure of
medical people involved to follow
up.

Donna L. Snedgrass

Vp

Associates for

Professional Rehabilitation
& Injury Management Inc.
Oak Brook, 111,

YMCA'’s program aids aching backs

To the editor: Eileen Norris's
story, “Oh, those aching backs” (BI,
Aug. 17), has two major omissions.

First, it fails to emphasize the
importance of reconditioning exer-
cises for those recovering from
acute back pain or surgery. Return-
ing to work with a back that is
functionally weak from disuse is an
invitation to reinjury.

Second, it fails to mention the
YMCA Healthy Back Program.
Aimed at people with potential,
current or recurring back pain, this
program involves two sessions of
training per week through an exer-
cise routine designed to strengthen

. back muscles and improve flexibil-

ity.

Participants are expected to
practice the exercises daily at home
during the six-week course and to
continue them indefinitely.

The program, provided by care-
fully trained instructors, is avail-
able in more than 1,000 YMCAs in
this country, more than 100 in Can-
ada and nine in Australia. It is esti-
mated that at any given time, there
are 10,000 participants in the pro-
gram and that about 200,000 people
have completed the program since
it was first introduced in 1976.

Data derived from the initial
groups indicate that 30% reported
complete freedom from their back
pain while an additional 50% re-
ported significant improvement in
both pain relief and freedom of

movement.

A special study of some 710 sub-
jects who, despite a total of 921
back operations, still had some pain
revealed that depending on how
many times a week and for how
long they practiced the exercises,
76% to 88% reported diminution in
the frequency and severity of their
back pain.

Insurers and workers compensa-
tion boards have begun to refer
back pain victims to the YMCA
program, while a growing number
of organizations provide the pro-
gram for employees. In the New
York area, these include AT&T
Long Lines, IBM, Hoffman-
LaRoche, Merck Laboratories, New
York Telephone Co. and, most re-
cently, the New York City Fire De-
partment. Employees go to any of
the YMCAs offering the program;
when groups of 15 can be assem-
bled, the YMCA will send a trained
instructor to the workplace. Partic-
ipation is usually voluntary with
the employer paying part or all of
the very modest cost. (The cost in
New York City is $40 per person).

For information, contact a local
YMCA or Al Melleby, National
Director, YMCA Healthy Back
Program, 236 E. 47th St., New
York, N.Y. 10017; 212-759-8973.

Leon J. Warshaw, M.D.

The New York Business Group
on Health

New York

Care-custody-control debate continues

To the editor: Too many people
ask an insurer to delete the care-
custody-control exclusion in the
general liability policy, which has

been debated in your letters col-

umn (BI, June 15, July 13).
A contract of insurance struc-
Continued on page 37



Sperry Corporation played an important role
in §etting the space shuttle Columbia into space
and safely back to earth. |

Sperry developed unique computer links on
the orbiter which permit substantial weight reduc-
tions so shuttle flights can carry greater payloads
into space.

Sperry also supplied engineering expertise
and hardware for the shuttle trainer aircraft. So
when the crew went up for real, they were ready:.

When Sperry needed a company to help
them prevent losses here on earth, our subsidiary,
Constitution State Service Company, was ready.

Our staff of 550 engineers in over 80 offices
countrywide, are specially trained to survey and
evaluate safety and health exposures. By using
sophisticated laboratory tools such as our plasma-
atomic emission spectrometer and other high
technology equipment, we've turned loss control
) Into a science.

If you need the services of one of the best loss control orga-
nizations on earth, call your broker or George E. Addona, Vice
President, Engineering, Constitution State Service Company, at

(203) 277-2723.
CSSC: insurance services, without the insurance. THE TRAVELERS

Constitution State Service Company is a wholly-owned subsidiary of The Travelers Corporation, One Tower Square, Hartford, CT 06115.
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The trials and tribulations
- ofinsuring associations.

Trying to find coverage for an association is
enough to make your eyeballs spin. You have to
look here for this. There for that. Somewhere else
for something else.

Unless, of course, you're pointed to the right
place in the first place. American Home and
National Union.

Through our Programs Division, we insure
more kinds of associations than you probably know
exist. So we can certainly handle yours.

We even insure business groups that aren’t
associations. Like trade groups and franchises.

And we’re part of AIG. Which enables us to put
together practically any kind of insurance program
you want.

So if you're tired of looking in circles for the
coverage you need, send in the coupon. -

Orjust talk tooneof —r———————-——————~ e

For more information about insuring associations, write:

the many assocliations } American Home and National Union
tha t én dorse O‘L‘II' pro- I Dept. A, 70 Pine St., New York, N.Y. 10270.
| Name/Title
gl‘ams. I Company
They’ll point youin | “m=——
the right direction. | e

Member Companies of American Intemmational Group.

The AIG Companies.

Let us take the risks.
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WHY YOU'LL
PREFER DELTA
eeoei FOR PREFERRED
we're a Lloyds company TEx AS RISKS.

we're free of rate control

and can offer exceptionally

low rates for property and inland marine insurance in
Texas. Call Avrohm Wisenberg at (713) 621-8650. And
let us show you why you'll prefer Delta for your pre-
ferred risks.

DELTA LLOYDS INSURANCE COMPANY

P O. Box 2045 Houston, Texas 77001
A Lloyds Company. Best rating "A".

elta Lloyds Insurance
Company can give
you competitive
quotes on cover-

ofira
A

Panel thinks tax incentives
could help cut health costs

By JERRY GEISEL

WASHINGTON—Tax incentives
may be able to cool soaring health
care costs, a Reagan administration
task force says.

The Department of Health and
Human Services task force is
studying a proposal that would, for
the first time, make employees pay
taxes on part of the group health
insurance premiums paid by their
employers.

Because employer-paid. health
insurance plans are tax-free, em-
ployees demand overly generous
benefits pay nearly all the cost of
claims, say some officials like HHS
Secretary Richard Schweiker and
Office of Management and Budget

( washington

)

Director David Stockman.

Because employees have little in-
centive to control costs, the demand
for health services has soared, plac-
ing mounting inflationary
pressures on the health care deli-
very system, Mr. Stockman says.

But if part of the employer-paid
premium were counted as the em-
ployee’s taxable income, workers
would become more cost-conscious
and less likely to demand compre-
hensive policies, backers of the pro-
posal contend.

As another part of the proposal,
employees opting for low-cost plans

What about Dental ?

o

o Tt

It's come to be a common
question — “What about
Dental?” — An entire
case may depend on your
answer, so you want to
get it right.

Fortunately, Crown Life is
one of the most flexible
and innovative carriers of
Group Dental Insurance in
the business, with sound
plan design and
competitive rates.

Crown'’s approach
organizes dental services
into a series of levels. In
this way, the Dental Plan
can be constructed to best
meet your clients’ needs
and financial resources.

Larger groups can begin
their plan with Preventive
Services such as
examinations and flouride
treatment and then add
Restorative Services like
fillings and extractions.
Many firms will also want
to include Major
Restorative Services
such as crowns and
bridges and then complete
their coverage with
Orthodontics for children.
These clients may choose
benefits on either a

scheduled or Reasonable

and Customary basis.

Firms with 10 or more

employees can include
one of several available
Dental Plans along with

sl CROWN

LIFE INSURANCE COMPANY
HOME OFFICE, TORONTO, CANADA

any Health Plan other

than Weekly Income in the
Crown Employee Benefit
Packages.

Ask us about Dental.
Contact your local Crown
Life Group Office, or
simply fill in the coupon
below.

Crown Life Insurance Co.,
Group Marketing Cept.,
120 Bloor St. East,
Toronto, Ontario M4'W 188

Name
Company
Address
City
State Zip
Phone

BI|-7/9/81D

with high deductibles and coin-
surance could receive cash rebates
from the employer. The rebate
would represent the difference in
the cost of the normal policy and
the cost of the less-expensive one.

Employers could continue to con-
tribute any amount they want to an
employee’s health benefit, but any
amount over a set contribution
would be taxable.

For example,; if the maximum
tax-free premiums were set at $120
a month and a company health in-
surance plan cost $150 a month per
employee, the employee would be
taxed on $30 a month.

But an employee opting for a less
comprehensive plan costing $90 a
month could pocket the $30 sav-
ings.

Administration officials stress
that the tax-incentive proposal is
only a proposal. No final decisions
are expected to be made before the
end of the year.

Approval expected

Senate approval of the proposed
Risk Retention Act is expected this
month and could come as soon as
next week, Congressional observ-
ers predict. ;

The proposal, S. 1096, which
breezed through the House and the
Senate Commerce Committee ear-
lier this year, would make it easier
for manufacturers to protect them-
selves against product liability ex-
posures.

Under one section of the bill,
companies could band together to
form insurance cooperatives to
self-insure their product liability
risks.

These cooperatives could be set
up in any state, in Bermuda or in
the Cayman Islands as long as the
insurance capitalization require-
ments of at least one state are met.

The cooperatives, though, could
only write product liability and
completed operations coverage for
member-owners.

Under another section, different
employers could buy product liabil-
ity insurance as a group from an in-
surer, a practice now barred under
most state insurance laws.

OSHA appointment

Mark Cowan, a former House
committee and Central Intelligence
Agency attorney, has been named
deputy assistant secretary of labor
for occupational safety and health,
the No. 2 spot at OSHA.

Mr. Cowan will direct OSHA
staff work through program ad-
ministrators and recommend deci-
sions based on options prepared by
OSHA staff.

Mr. Cowan also will run the
agency when OSHA chief Thorne
Auchter is out of town.

Social Security

The Senate Finance Committee
next week is expected to consider
several proposals to ease Social Se-
curity's financial problems.

Committee Chairman Robert
Dole, R.-Kan., is expected to press
for a proposal that would gradually
increase the age at which a retiree
could collect full Social Security
benefits to 69 from the current 65.

Sen. Dole and Sen. William
Armstrong, R-Colo., also propose
basing Social Security benefit in-
creases on the rise in the Consumer
Price Index or the national average
weekly wage, whichever is less.

Benefit hikes now are automati-
cally indexed to the CPL ]



Free your captive!

Free from surprises.
Free from the nagging uncertainty
TN of catastrophe losses and fluctuating
: reinsurance costs that make cash
*) N ~ flow management difficult.
| o - General Re underwriters

answer your questions about

coverage availability rates,

y capacity and reserving
technlques and offer the added
benefit of our expert analysis of
large loss potential.
Ask us about some of our
innovative approaches such as
PAPPY,"™ retroactive/claims made
cover, varied deductible plans, and
our Matrix Management™ plan.
We can help captive risk
managers and their brokers set

up flexible, direct reinsurance
programs designed to provide
A broad coverage, predictable
expenses, and long term stability.

Feel free to call General Re today.
We want to be your reinsurer. f‘_\d

- General Re

America’s Largest Reinsurer

General Reinsurance Corporation, Greenwich, Connecticut

Atlanta, Chicago, Columbus, Dallas, Des Moines, Hartford, Houston, Kansas City, Los Angeles, New York, Philadelphia, Washington, San Francisco, Seattle,
Montreal, Toronto, London, and Hamilton, Bermuda.
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Ohio may expand wrongful death remedies

( around the states )

COLUMBUS, Ohio—In a move
that could lead to higher insurance
premiums for business, the Ohio
House of Representatives has
passed legislation permitting com-
pensatory and punitive damage

awards in wrongful death cases.
Ohio law currently permits only
pecuniary damages such as as fu-
neral expenses and other economic
losses to be awarded.
The measure was approved by a

_business
insurance
INSURANCE SERVICES GUIDE:

makes buying easy.

turn to page 42

77-17 vote in the House and now
goes to the state Senate. If passed, it
would allow damages where loss of
support, consortium, companion-
ship, love, aiffection, care and com-
fort occur. It would also allow dam-
ages for mental anguish, pain and
suffering.

The bill also allows suits for pu-
nitive damages in wrongful death
cases.

In calling for the defeat of the
legislation, the Insurance Federa-
tion of Ohio said the legislation
could double or triple the number
of wrongful death awards paid by
defendants and insurers.

Work comp hike

JEFFERSON CITY, Mo.—State
employers will be hit with a 5% in-
crease in workers compensation

rates if the state Insurance Depart-
ment grants a request by workers
compensation insurers.

A spokesman for the National
Council on Compensation Insur-
ance said the rate hike was pro-
posed to offset the cost of higher
benefits mandated by the Missouri
Legislature. Changes in state law
require insurers to provide higher
minimum and maximum benefits
for occupational injury victims, the
spokesman said.

Maximum weekly benefits will
increase for all types of injuries.

The maximum for fatal and total
disabilities will increase from $150
to $174, while the maximum for
partial disabilities will increase

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

one source.

You get in-depth risk and insurance management information-
support includes a Computerized Loss Administration and Statistical System - from Equifax RMS.

In all, we can give you help in six critical areas.

One of these is data processing.

With CLASS — Computerized Loss Administration and
Statistical System — you gain support in all phases of your
risk management and insurance program.

It's the most sophisticated on-line system available.

Key benefits include lower costs, greater accuracy, more
even workflow, and fewer backlogs.

You'll find it easy to incorporate CLASS into your present

operation. That's because Equifax RMS technicians will
assist you with start-up, train your personnel, and take care
of any servicing needs. Most importantly, a complete
backup system is in place to minimize downtime.

But CLASS is only one part of the story.

You also get full support in these areas: (1) loss control
consulting/inspections and training (2) claims administra-
tion/regulatory compliance (3) rehabilitation (4) health
screening (5) employment checks.

How can we help you? Our professional risk management
team will be glad to review your program, make specific
recommendations, and implement the plan of action you
approve.

99 Richard L. Maloney, CPCU, ARM
Executive Vice President

For complete information about Equifax RMS, call Rich
Maloney at (404) 329-9029. Or just fill out this coupon and
drop it in the mail today. We'll respond right away.

Professional services from the service professionals

EQUIFAX

Risk Management Systems

1800 Century Blvd.

Suite 500A
Atlanta, Georgia 30345

| Yes, I want to find out more on how Equifax RMS

| can help me:

| O Please give me a call as soon as possible
O Send me your complete, in-depth brochure(s) on:
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from $96.54 to $104.40. A new $40
weekly minimum benefit will be
instituted for fatal, total and partial
disabilities.

The revised premium levels
would apply to new and renewal
policies effective Sept. 1. The coun-
cil also is proposing a 5% increase
applicable to the remaining portion
of policies already in effect on Sept.
1

Company banned

LINCOLN, Neb.—The state De-
partment of Insurance has revoked
Proprietors Insurance Co.’s certifi-
cate of authority, effective Aug. 24.
The loss of the certificate prevents
the company from conducting fu-
ture business in the state.

Proprietors, an Ohio stock insur-
ance company, was declared insol-
vent on Aug. 5 by an Ohio court.
The liquidation order provided that
company’s policies were canceled
on midnight Sept. 4.

The company wrote various
commercial lines of insurance in-
cluding plate glass, boiler ma-
chinery, burglary and elevator cov-
erages, a spokesman for the Insur-
ance Department said.

Agents have been advised to find
new coverage for their policyhold-
ers as soon as possible. Claims that
occurred on or before midnight
Sept. 4 will be eligible for payment
by the Nebraska Property & Liabil-
ity Guaranty Assn, Claims occur-
ring after that date or after cancel-
lation or expiration of a Proprie-
tors’ policy will not be eligible for
association benefits.

Job safety rules

WASHINGTON—The Occupa-
tional Safety and Health Adminis-
tration has approved standards
supplements to the Maryland and
Virginia state job safety and health
plans.

The Maryland supplement con-
tains standards on worker exposure
to lead, acrylonitrile and arsenic.
The Virginia supplements include
electrical standards and regulations
on fire protection, perimeter
guarding of low-pitched roofs and
access to workplace health records.

Both states are among 24 states
authorized by OSHA to set and en-
force workplace safety and health
standards, subject to federal ap-
proval and monitoring. The two
states adopt federal OSHA stan-
dards as state rules after public
comments and hearings.

OSHA approved the supplements
because the state standards are
identical to their federal counter-
parts. There will be no additional
public participation since there
were opportunities for comment
when the federal rules were set.

Both state plans and supplements
are available at the following
OSHA offices: Office of the Re-
gional Administrator, 3535 Market
St., Suite 2100, Philadelphia, Pa.
19104; and the Technical Data Cen-
ter, Room N25394, Third St. and
Constitution Ave. N.-W., Washing-
ton, D.C. 20210. m

Officers elected

Robert K. Dreher of Western
Publishing Co. Inc. has been
elected president of the Wisconsin
Chapter of the Risk & Insurance
Management Society for 1981-1982.

Other recently elected officers
include: C. Dan Poole, The Flak
Co., vp; Gary W. Bemm, The Heil
Co., secretary; Gary J. Bridgeford,
Johnson Controls Inc., treasurer;
and Gordon J. Decker, Allis-
Chalmers Corp., national represen-
tative. =



The wraps

are off.

Today's risk managers and financial executives know the game has
changed. They've seen traditional insuring patterns fall short of their
needs. They're looking in earnest for two things:

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

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

For us, that's The Hartford, providing insurance products and services

with integrity since 1810. The Hartford has played a major role in the
large risk market for many years.

SITFORD SPECIALTY COMPANY ® AN AFFILIATE OF THE HARTFORD INSURANCE GROUP, HARTFORD, CONNECTICUT 06115

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

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

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

HARTFORD

SPECIALTY #Y.:
W™ n/f/m'l;’/"//mz

Performance is our specialty.
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So Unionmutual has added an inflation-fighter to its
LTD plan, one that will give you a significant selling edge.
Unionmutual now offers an automatic cost-of-living
adjustment to a select group of Long Term Dzsabilrty

Income (LTD) clients.*

No longer will the fixed income of a disabled employee
of a professional or business service firm be subject
to the severe erosion of inflation. When an employee is
totally disabled for a prolonged period, Unionmutual will
adjust the monthly benefit by up to % the Consumer
Price Index (CPl) — up to 6% annually for as long as the
insured receives benefits — to age 65 or even 70.

Is this coverage needed? Look at the circumstances of
two types of claimants.

It an employee is totally disabled, his or her chances of
supplementing monthly income benefits to meet
increases in the cost of living are virtually non-existent.

Even if principals are totally disabled, it still is
extremely difficult to ask their companies to contribute
additional money, when the company has purchased
Group LTD to avoid just this problem :

Thus, the market for Unionmutual’s new LTD Inflation
Adjustment is ready to respond to a product that will
solve these problems, giving our disability package still

Umonmutual

Putting employee benefits
in a whole new light.

‘another unbeatable dimension. With superior design

that anticipates the needs of its market, innovation,

stability and benefit expertise, it stands to reason that
‘Unionmutual’s long term disability program continues to
be the largest selling in America.**

Join the brokers who have seen the light, and sell the

LTD product that gives top priority to this very definite
‘need. Contact one of our branch offices, or send for a
free brochure that outlines this new benefit today.

r.s‘uumuwuuwuuuuwmmm et e St

See the nght

Tell me more about your new LTD Inflation
| Adjustment option.

i Name
Title

| Com pany

Street

City ____ State Zip
Mait to: Ward |. Graffam, V.P.

LTD Products

Unionmutual

2211 Congress Street

Portland, Maine 04122
. or call: 800-341-0465
A wude range of Group and Individual Income, Life Insurance and
Retirement Plans are available through:
Unionmutual Life Insurance Company, Portland, Maine 04122
Unionmutual Stock Life Insurance Co. of America, Portiand,

i
{
i
=
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Maine 04122 b
Unionmutual Stock Life Insurance Company of New York, Elmsford,
New York 10523 Bl—o7

B e

*Now available in most states
**Employee Benefit Plan Review, April 1981

©copyright by Unionmutual
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Britain studies new latent damage rules

By STACY SHAPIRO
and JOHN MILLER

LONDON—New rules to estab-
lish insurer liability in cases of la-
tent damages may be coming in the
United Kingdom.

A law fixing a “starting point”
for damage caused by a hazardous
product would enable insurers to
determine their risks more effec-
tively and would avoid uncertainty
over future claims.

The drive to set such a rule fol-
lows a rash of court cases in which
there have been questions concern-
ing the limitation period in some
policies for non-personal injury
claims.

Those seeking the new rules
want to fix the point in time at
which a claim should originate and
a time period during which an in-
surer would be responsible for
damages caused by a product made
by one of its policyholders.

The recent suits have mainly
concerned professional and com-
mercial indemnity actions, but the
Lord Chancellor's Department says
that the same problems could apply
to manufacturers and other indus-
tries.

Details of the controversy are

available in a document on “latent
damage,” issued by the depart-
ment's Law Reform Committee,
which for several years has studied
setting time limits for latent dam-
age suits.

A similar controversy surrounds
the payments of claims by U.S. as-
bestos makers sued by people who
have developed health problems
years after being exposed to as-
bestos products. Underwriters de-
bate whether the insurer on the
risk when the injured person was
exposed to the asbestos must pay
the claim or whether the insurer on
the risk when the disease finally
was diagnosed should.

A proposed European Economic
Community directive on product li-
ability proposes a 10-year limit on
insurer liability from the time the
defective product is circulated.

The committee is studying the
problem because British courts, in
some instances, have attempted to
determine insurer liability for la-
tent damages on a case-by-case
basis.

The courts have said that the
date of occurrence of a damage is a
question of fact to be determined
by evidence in each individual
case.

Legal policy

The British Law Society’s profes-
sional indemnity policy, which
covers 24,000 lawyers, is valid,
three High Court judges have
ruled.

Two lawyers, James Swain and
Alan MacLaren, had challenged
the 6-year-old plan on the grounds
that the mandatory coverage hin-
ders the freedom of British attor-
neys.

The two lawyers argued that
British attorneys should be able to
obtain their professional coverage
from other sources.

But the judges ruled that the plan
was properly introduced as part of
the Solicitors Act of 1974, which
governs the British legal fraternity.

Riot damages

Fire damages from July's riots in
Britain totaled 4.5 million pounds, a
spokesman for the British Insur-
ance Assn. said.

Some of the fire damage and the
estimated 46 million pounds of
other damages may not be covered
under the Riot Damage Act of 1886.
Claims will be paid only if the
Home Office declares the confron-
tations as a riot, a Scotland Yard
spokesman said. Losses from unde-

(  london line

)

clared riots are not recoverable
under the act.

The British government has of-
fered to pay 60% of the riot dam-
ages that local authorities must pay,
but conly after it levies a tax of one
pence per every pound of real es-
tate tax collected.

Riot costs include $1 million

pounds in clean-up and additiona.
police protection costs. Discussions
are continuing between the gov-
ernment and local authorities, &
Home Office spokesman said.
British fire losses in July, includ-
ing the riots, totaled 25 millior.
pounds. The largest loss was a fire
at a warehouse in eastern England

that caused 1.5 million pounds in
damage.

Premiums are not likely to rise
because of the losses, the BIA
spokesman said.

Lloyd’s headquarters

The Queen Mother will visit
Lloyd's cf London Nov. 5 to mark
the beginning cf construction on
Lloyd's new 75 million-pound
headquarters.

The Queen Mother, 81, has fol-
lowed Lloyd's operations for many
years. She opened the present
Lloyd’s building, which houses the
underwriting room. She has been
an honorary Lloyd's member since
1974.

Excavation work on the building
has been under way for the last 18
months. The new 500,000-square-
foot building, set to open in 1985 or
1986, will replace the current
building, which was built in 1928. a
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® Tijero & Payet, the Peruvian
representatives of Alexander &
Alexander, has published a booklet
called “Security and Surviving
Relating to Earthquakes.” The
publication, currently available
only in Spanish, explains the causes
and effects of earthquakes and rec-
ommends suitable prevention
techniques in high-exposure areas.
An English version is expected to
be published next year. The cost of
the booklet, including air mail, is
$25. Checks should be payable to

. Tijero & Payet S.A. and sent to 3557

Paseo de la Republica, Lima 27,
Peru.

e “Workers Compensation
Rating” is a new insurance train-
ing course published by Pictorial
Publishers Inc. The course begins
with an overview of workers com-
pensation and covers benefits, the
Workers Compensation and Em-
ployers’ Liability Manual, in-depth
rating procedures and classifica-
tion. Upon completion of the

course, the student will be able to
classity employers according to
their exposures, rate an application
and determine the premium. The
average completion time is 10
hours. The training course includes
the programmed instruction text,
sample rate manual, workbook,
rating guide, examination and an-
swer key, certificate of completion
and an instructor's guide, all con-
tained in a three-ring binder. The
course is available for review, with
a money-back guarantee, for $15

per set, plus $2 postage and han-

dling. Contact Pictorial Publishers
Inc., Department 760, 8081 Zions-
ville Road, P.O. Box 68520, India-

napolis, Ind. 46268.

e Companies that have estab-
lished a captive insurance company
or are interested in forming a cap-
tive can obtain a brochure, “Cura-
cao (Netherlands Antilles) as a
Captive Insurance Company Lo-
cation.” For more information
about this free brochure write Mees
Management (Curacao) N.V., Snip-
weg 46, Willemstad Curacao, Neth-
erlands Antilles; Telephone 77274;
Telex 1157; or R. Mees & Zoonen
Assurantien B.V., Van Vollenho-
venstraat 3, 3016 BE, Rotterdam,
Netherlands; 010-366277, ext. 315;

Telex 22405.

We built a better system for you -

EQUI-CLAIMS

At Equitable, we believe
that group insurance

is only as good as
individual claim service.

Qutstanding claim service is a
proud tradition at Equitable. Fast,
accurate service that's responsive
to people’s needs.

And now we're equipped to
continue that tradition in grand
style—-with the help of a
remarkable new nationwide
computer network.

We call it Equi-Claims. And it’s
simply the most advanced system
there is for processing group
insurance claims.

Here’s how it works.

‘The Equitable
Real-Time Network

Equitable staffs each of its
Divisional Benefits Offices with
trained, professional claims
approvers. In each Equi-Claims
office, these approvers work at -

video terminals linked to central
computers. Equi-Claims is an
on-line, real-time system that
provides us with complete
up-to-the-minute information
with a touch of a button.

A Built-In Fact File
The Equi-Claims computer

system contains all the

information the approver needs to

make a claim payment decision.

For example—

—Is this employee covered for
that claim?

—Up to how much?

— With what deductibles?

—What are reasonable and
customary charges in the
doctor’s area?

It’s all there in front of the
approver, making payment
decisions easier and faster.
Calculations are then performed
automatically, saving time and
assuring greater accuracy and
consistency than was ever before
possible.

And the check is in the mail
the next day.

The First is Still
the First

Equi-Claims is not the kind of
system that springs into being
full-fledged, overnight,
everywhere.

We dedicated ourselves to
building the most sophisticated
system of its kind—and then .

_refining it, improving it,

expanding its capability. Result:
Equi-Claims is operating
beautifully in every region of the
U.S.

Equitable wrote the first group
insurance policy in the U.S., back
in 1911. Now, seven decades later,
we're still the first in the industry
with innovative services to group
policyholders.

If ever there was a time to take a
look at the innovators at

Equitable, it's now. We were never

more ready to help.

E()U"'ABI.E Where Group Insurance

'] Is an Individual Affair

THE FQUITABLE LIFE ASSURANCE SOCIETY OFf THE UNITED STATES
1285 Avenue of the Americas, New York, New York 10019

® Mountain West Alarm of
Phoenix, Ariz., has just released its
latest 68-page illustrated security
catalog, offering more than 1,600
alarm and security products. The
catalog, for installers of burglar and
other alarms, is also of interest to
homeowners, businesses and insti-
tutions. Products range from sim-
ple to sophisticated electronic sys-
tems. Basic instructions and dia-
grams are included. For a free cata-
log, contact Mountain West, 4215 N.
16th St., Box 10780, Phoenix, Ariz.
85064; 800-528-6169.

® Machinery & Allied Products
Institute has published a memoran-
dum called Further Commen-
taries From the MAPI Products
Liability Council, Memorandum
G-133. Both professional treatises
and practical guides to executives
concerned with product liability
are included in the publication.
Three deal with details of prepara-
tions for product liability cases;
three others deal with the manu-
facturer’s legal duty to warn of
product hazards; and one discusses
how to prevent accidents in the op-
eration of rotating egquipment.
Copies are avaiable to MAPI mem-
ber companies at $3 each and to
non-members at $5 a copy. Write
Machinery & Allied Products Insti-
tute, 1200 18th St. N.W., Washing-
ton, D.C. 20036.

® Nearly 100 products for safety
and security markets are described
in a new 22-page brochure avail-
able free from 3M. Products rang-

- ing from alarm service systems and

anti-slip surfaces to surveillance
cameras and traffic control systems
are cataloged for four industry seg-
ments: commercial, occupation,
transportation and residential/per-
sonal. Copies of the brochure enti-
tled “Products for Safety and Se-
curity” are available from 3M, De-
partment 1499, Box 4039, St. Paul,
Minn. 55144; 800-323-1718; in Illi-
nois, 800-942-8881.

®

Have a new report, booklet or promo-
tional ‘brochure you'd like to send to
buyers of insurance? Business Insur-
ance will deseribe your material as an
editorial service in the weekly Info for
Buyers column. Simply send us a
short description of the material to be
offered, along with a cost (less than
$15) and mailing address. Address all
contributions to Info for Buyers, Busi-
ness Insurance, 740 N. Rush St., Chi-
cago, Il 60611.

Now YOU can offer prizes of
$1500.00 or MORE for
300 Bowlers and Holes-in-One!
Sports Achievements low-
premium insurance plan will
give you a great Big reputation!

For a free quote just give us:
« the number.of players

» the dollar value of the prize
 the length of the hole (golf)

Call, no obligation or pressure:
Dennis Chase

800-854-3527
In California call 714-957-6052

Sports Achievements
Association
3198 F Airport Loop Drive
Costa Mesa, CA 92626
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Disability benefits administration explained

The consulting firm Thomas L.
Jacobs & Associates has published
its Disability Benefits Administra-
tive Manual.

The manual shows how to ad-
ministrate sick pay, short-term dis-
ability benefits and payroll bene-
fits. The manual also explains cost-
effective administration, how to
make timely and convenient pay-
ments and how to eliminate com-
mon errors in benefit administra-
tion.

The price for a customized pro-
gram varies according to a client’s
needs. However, the base price is
$20,000, which includes 10 days of
technical assistance and training,
plus a complete set of model forms
and correspondence.

For more information contact
Richard Lewis, Steve Schrenzel or
Richard Wille at Thomas L. Jacobs

(  produets & services )

& Associates Inc., 222 W. Adams,
Chicago, I11.60601; 312-346-0155.

Political risk

Swett & Crawford offices
throughout the country are now of-
fering a political risk insurance
program with higher limits. The
coverage, supported by Pacific In-
surance Co., has available limits up
to $40 million.

The various kinds of coverage
for overseas risks include confisca-
tion and expropriation, 100% na-
tionalization and deprivation, in-
cluding broad-form terrorist and
war risk.

Coverage is tailored to individual

companies. For more information
contact Carol Odinet Godfrey,
Swett & Crawford, 2001 Bryan
Tower, Dallas, Texas 75201; 214-
742-8131.

Non-smoker discount

Phoenix Mutual Life Insurance
Co. is now offering a non-smoker
aremium discount to group life
coverage for small businesses. The
discount is available to small firms
~hat employ fewer than 10 people.

The discount, varying according
=0 the employee’s age and sex,
-anges from 6% to 22%. Phoenix
Mutual reserves the right to verify

all individual insured’s smoking

habits.

For details contact Group Sales
Department, Phoenix Mutual Life
Insurance Co., One American Row,
Hartford, Conn. 06115.

Pollution coverage

McAlear Associates offers new
errors and omissions, completed
operations and complete general li-
ability policies for environmental
engineering, clean-up and con-
struction contractors that work
with hazardous waste industries.

The E&O policy is on a claims-
made form and the general liabil-
ity, including completed opera-
tions, is on an occurrence form.
Limits are $1 million immediately,
with possible higher limits as
needed.

For further information contact

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

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

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

CU Special Risks S

“Meeting the challenge of change.”

BUNDLE?

ment, rehabilitation, loss statistics and analysis,
captive management/reinsurance, environmental
risk assessment or others, one, several, or all of
these resources are available to you on a national or
international basis. And provided by an impressive
group of professionals.

To bundle or not to bundle, that is your option
from CU Special Risks.

r—————-————_———1

I ; For more information, have your agent or I
I : broker contact us, or fill in this handy coupon and I
/ mail it to us right away. We'll show you a bundle
I of ways CU Special Risks can work for you. l
l Name: '
I Street: I
I City: State: Zip: I
I Telephone: I
MAIL TO: CU Special Risks
I One Hentage Drive I
Quincy, MA 02269
I (617) 786-2232 '
L_______—_—____J

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

Charles McAlear, McAlear Associ-
ates Inc., 4450 Cascade Road S.E.,
Grand Rapids, Mich. 49506; 616-
942-8000.

Safety program

RIMCO Agency Services is offer-
ing a new safety program design
and review service for use by inde-
pendent agents and brokers and
their clients.

The new service includes evalua-
tion of building design, evacuation
plans, fire prevention, water avail-
ability and risk management sys-
tems.

RIMCO Agency Services is a new
division of RIMCO Risk Manage-
ment Inc. For further information
contact RIMCO, 10300 North Cen-
tral Expressway, Building V, Suite
350, Dallas, Texas 75231; 800-527-
6806.

Information system

Reliance Insurance Co. has intro-
duced Account Risk Management
Reports, an electronic information
system that provides Reliance's in-
dependent agents and their clients
with detailed loss information for
use in risk management.

Each ARMR report contains a
full five-year loss history and in-
cludes all coverages, plus bonds. In-
dividual reports analyzing loss fre-
quency and loss severity trends are
available for workers compensa-
tion, auto and general liability cov-
erages.

A promotional kit describing
ARMR can be obtained by writing
Reliance Insurance Co., Loss Con-
trol Department, 18th Floor, 4
Penn Center Plaza, Philadelphia,
Pa. 19103.

Medical claims

Medata, a company based in
Santa Ana, Calif,, is helping ferret
out unneeded medical procedures
through the use of a computer.

Medata, which provides services
to insurance companies, insurance
administrators and self-insurers,
processes about 20,000 claims a
week with the help of a Hewlett-
Packard 3000 computer. Medata
says its computerized system saves
its clients an average of 17% per
billing.

For more information contact
Medata, 801 W. Parkcenter Drive,
Santa Ana, Calif. 19705; 714-953-
1770.

E&O coverage

Will-Gard Insurance Agency Inc.
of Union, N.J., now provides errors
and omissions coverage for munici-
pal tax search officials in New Jer-
sey.
The policy, which is offered in
conjunction with the Tax Collec-
tors and Treasurers Assn. of New
Jersey, has limits of $10,000 per
person per occurrence and $100,000
aggregate,

For more information contact
Will-Gard Insurance Agency Inc,,
P.O. Box 987, Union, N.J. 07083;
201-687-3400.

Armored vehicles

Safeguard Security Services Inc.
can transform an ordinary automo-
bile into a secure, yet inconspicuous
armored vehicle, the company
5ays.

Standard features include bullet-
proof windows and reinforced
doors, floorboard, headliner, pillar
posts, trunk, battery and fuel tank.
Optional equipment includes tear-
gas deterrent system, gun ports,
dual ram bumpers and a smoke-
screen device.

Contact Safeguard Security Ser-
vices Inc., 4728 Goldfield, San An-
tonio, Texas 78218; 512-661-8306. =
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Swedish insurer cuts
its marine business

STOCKHOLM, Sweden—The
Swedish-based Sirius Insurance Co.
has reduced its traditional marine
insurance business to only a third
of its operations, compared with
nearly 50% in 1976.

Property/casualty and other cov-
erages have replaced Sirius’ marine
and aviation business, which was
meeting fierce competition.

Chief Executive Henrik Sjoberg,
commenting on last year’s pre-
mium volume of 390 million Swed-
ish kronor ($74.1 million), explains:
“The international insurance and
-reinsurance markets are character-
ized by continuing overcapacity,
and as we were not prepared to
waive :our customary policy of ac-
cepting only business with pros-
pects of producing underwiting
profits, the volume of business was
virtually unchanged from 1979.”

‘Sirius” combined ratio was 108.4%
last year, compared with 105.3% in
1979. But thanks to an increase in
‘investment income, operating
profit was improved to 43.2 million
kronor ($8.2 million) from 31.1 mil-
lion kronor ($5.9. million) in 1979.

Kuwait oil fire

. KUWAIT—Insurers around the
world face losses from a series of
explosions’ and . fires at oil storage
tanks owned by the Kuwait Na-
tional Petroleum company at
Shuaiba.

The risk is reinsured largely
through International Oil Insurers,
a pool based in Britain, but insurers
in the United States, France and
the Middle East also have part of
the risk,

Original estimates from Kuwait
that the damage could exceed $175
million have been discounted by
the main underwriters, who regard
this sum as “highly exaggerated.”

The six tanks damaged by the
Aug. 20 fire hold 700,000 to 960,000
barrels of oil if filled, resulting in
$20 million to $30 million in dam-
age. But sources say some of the
tanks may have been empty at the
time of the accident.

International Oil Insurers is a
consortium set up in 1975 for on-
shore risks, with insurers from
Britain, Norway and France parti-
cipating. It says it holds about 60%
of the facultative reinsurance risks
on the Kuwait plant, as well as
some treaty reinsurance.

The cause of the incident is being
studied by the Kuwait government,
but the blasts are believed to have
been accidental.

Skiing coverage

OSLO, Norway—Storebrand In-
surance Group of Norway has been
appointed official insurers for the
World Skiing Championships in
Oslo next year.

The event, being held in Oslo for
the first time in 16 years, is ex-
pected to draw 400,000 spectators.

Storebrand is part of a consor-
tium of Norwegian insurance com-
panies that handles offshore risks
for the Norwegian state oil com-

pany.

Korean market

SEOQOUL,-South Korea—The time
is right for further expansion of the
South Korean insurance market,
says Kyung-Shik Sohn, president
of Ankuk Fire & Marine Insurance
Co.

New marketing strategies are
likely to be introduced as Koreans
become more conscious of the need
for insurance, he says, adding that
much property in Korea goes unin-
sured.

Opportunities for properly
trained agents will inerease if rigid
controls are relaxed to meet the

( worldwide )

needs of industrial risk policyhold-
ers, he-adds.

At present, there is little compe-
tition over rates in South Korea be-
cause of supervisory controls.

. Direct-writing companies are re-
quired to cede all amounts they do
not retain to the Korean Reinsur-
ance Co., which was established by
the government in 1963. That com-
pany retains the excess up to its
own capacity, then tries to cede the
remainder back to the domestic
market.

However, if.the market cannot
absorb the remainder, the risks go
to foreign reinsurers. [
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PCS =Professional
cost It's nowonder more

: of-the:nation’s largest
s AVErS insurance companies,

Health & Welfare funos and major employers are endorsing

Prescription Drug-Plans. Usually with PCS. It's a low-cost bene-
fit . . . less than half the cost of a typical dental plan; yet, much
more visible.

it makes a lot of sense!

‘And, that's why the majority of firms choose PCS — The
Professional Cost Savers — to administer their Prescription
Drug Plans. In the long run, PCS has proved that its sophisti-

‘cated costcontrols can save much more than most firms thought

was possible.

And, that's not the only way you'll save. PCS can cut your
aspirin bill by taking the headaches out of Prescription Drug Plan
administration. PCS is the Number One administrator of Pre-
scription Drug Plans . . . because we've been doing it for years
— better, faster, more reliably than anyone else!

Big claim? You bet. But, we can prove it. So, let us tell you the
complete PCS Story. Write: Pharmaceutical Card System, PCS
Building, 2005 North Central Ave., Phoenix, AZ 85004. Or,
Phone: (602) 257-1500, Ext. 251,

PHARMACEUTICAL
CARD SYSTEM, INC.

a Foremost-McKesson Company

When you need it.

We can appreciate your needs to move quickly
when a client calls. For 30 years, we've written
sound, effective coverage under tight

deadlines.

We work hard to find the right answers—right

specialties of Worker's Compensation and Hos-
pital Liability, or in other commercial casualty
and property lines.

When a client calls, be ready to answer fast.

away. We don’t waste the time that can cost

you clients.

We've seen and handled the unusual risks—
the large, the small, the complex, the routine.
Whatever the challenge,we'll usually find a way
to write the business,whether it's in our

Call Argonaut.

W peopie take your business seriously.

National Specialists in Workers' Compensation and Hospital Liability.
250 Middlefield Rd.. Menlo Park, CA 94025 (415) 326-0900



An INA Series

“Since nearly every facet of our business in-

in _
ge‘éﬁiﬁ.ﬁé volves exotic substances or environments, the
é@fh@r@mﬁ safety of our employees and of third parties has

always been of primary concern to us,” says
Aerojet Generals Edward Riordan, director of risk management for
Edward Riordan  Aerojet General.

Asamajor defense contractor, with corporate
subsidiaries active in the construction and main-
tenance of chemical plants and petroleum refin-

eries, Aerojet has for several years looked to INA for help
in structuring its often-sensitive insurance programs.
“INA writes our workers’ compensation coverage
throughout the United States,” Riordan notes, “and their
safety engineers are adept at helping us spot and correct
potential hazards.” This has been important in the con-
P | tract maintenance end of Aerojet’s business, where its
employees are charged with safeguarding the mechanical
integrity of a refinery or chemical plant—environments which Aerojet neither owns nor controls.
For third-party liability coverage, the company self-insures its first million dollars of risk, and
uses INA’s ESIS subsidiary to handle any claims that fall within that layer. “It’s a valuable service,”
Riordan explains, “because our products are often used in parts of the world where we don’t have a
strong physical presence.” g
Finally, Riordan sees INA’ safety and loss control engineers
as performing an on-going audit function for Aerojet: “Their
reports help me determine whether we're delegating internal
responsibility for safety in the most effective way possible.”

A few years ago, the Michigan Licensed

s . A finance
Beverage Association (MLBA) faced a seri- D &‘; STEATh
ous dilemma. Its members—primarily restau- benefits
rant and tavern owners—were finding atlaosisid.

adequate “liquor liability” coverage almost _y, 45 Campbells
impossible to obtain. Yet this insurance was  Ike Dobre e
essential to their staying in business. . .

“The MLBA solved the coverage problem by creating "
its own captive insurance company,” says lke Dobre, vice
president of Ward S. Campbell, Inc., the association’s GOt
broker. “But funding the captive required substantial annual outlays from the members.”

ey
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In order to ease the burden, Dobre contacted INAC, the INA subsidiary which specializes in\
premium-financing. INAC responded with a custom-designed program under which each mem-
ber’s annual premium is spread out over nine months. And the finance rate, according to Dobre,
has consistently been lower than the rates charged by commercial lenders.

“Each member sends us a premium down-payment,” he explains. “We then receive the
remaining portion from INAC. Before these funds are remitted to the captive, the Campbell
agency can use them to generate income, thus enhancing its cash flow. “The beauty of the INAC
program is that it benefits the MLBA’s members in the same way,” observes Dobre. “They can
hold on to their premium dollars for much of the year, and that improves their cash positions””

The program’s success has led the agency to use premium financing for a growing number of its
clients. Says Dobre: “We currently involve INAC in roughly 80% of our commercial business.”

The rapid growth of the broadcasting industry has led to the emergence of more than 30
broadcasters’ organizations—each related to a specialized area of TV and radio operations. |
“We focus specifically on the needs

of the stations’ financial and business Pooling risks
affairs people,” says Robert McAuliffe, to lower
president of the Broadcast Financial COsls.
Management Association (BFM). “One e ment D
: y : A Management Association’s
of this group’s primary concerns is insur- Robett Mokalific
ance protection, particularly as it affects
bottom-line performance. /

For this reason, the BFM began participating almost
ten years ago in an insurance “safety group” organized by
MarketDyne, an INA subsidiary. By pooling their risks, the
900-plus BFM members are able to obtain comprehensive
insurance coverage at attractive group rates.

“Among the coverages available through MarketDyne
are property, business liability and workers’ compensation
insurance, explains McAuliffe. “We can also give our -
members protection against slander suits—an increasingly common peril for broadcasters.”

Besides saving money on premiums, participating members benefit from INA’s risk manage-
ment and loss control services. Through broadcast magazine articles and industry seminars, INA
regularly advises financial personnel on ways to reduce losses and control insurance costs. “These
efforts can really pay off,” notes McAuliffe, “since our members receive dividends against their
premiums for years in which the group’s loss experience is favorable. Our safety record has always
been good, and that’s meant an average annual dividend of approximately 20%.”

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

INAs ability to combine these elements can assist you in developing practical solutions, new
approaches, and better strategies. Consult the professionals. Write directly to John Cox,

President, INA Property-Casualty Group, 1600 Arch Street, Philadelphia, PA 19101 or call

(215) 241-2729. IN“

The resources to do it all, the strategies to do it right. .
& 8 The Professmnals/
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The
Employee Benefit
Communications

Employers aren’t trying
to trim health costs: Study

Handbook

At last, here is an informative hand
benefit communications mote effective!
Successful step-by-step technique

increase employee interest, understanding, appreciation and

prudent use of benefits.

Written by-award-winnirg creative director Dennis
Hommel, this concise manuzl tells how to evaluate available
media, select a communicatians consultant, plan an effective
creative sirategy, determine “rue costs and execute mes-

sages dynamically!

It also gives tips on how to gain management approval

for an ongoing communications budget,

Truly'a valuable guide for any Benefit Manager.
$20.00, P&H and sales tax included. 30 day money back

guarantee. D&B rated firms may send P.
include payment. No CODs.

UPG Publications Division, Depl B12, Box 700, Redwood City, CA: 94064.

L

book for making

WASHINGTON—Employers
aren't leading the battle to curb
rapidly increasing health care costs,
according to a government report.

“Corporations were neither
greatly concerned nor strongly mo-
tivated to do much about their
health benefit costs,” according to
the study, funded by the Depart-
ment of Health and Human Ser-
vices' National Center for Health
Services Research.

The report’s authors, researchers
from the Massachusetts Institute of
Technolagy in Cambridge, Mass.,
and the Veterans Administration,
interviewed senior corporate exec-
utives and benefit managers at 69
unidentified companies of varying
size.

“We d:dn’t just see benefits man-

s.are revealed to

and much more.

Q., others must

o\ ;
Just when you're certain
there’s no dlﬁerence in
Reinsurance —

ALONG COMES FOI.KSAMERICA.

If you've concluded that there's no d|fference in
Reinsurance Companies—or in the service they offer —
here’s a pleasant surprise.

FOLKSAMERICA—a new American reinsurer with a
strong Swedish ancestry—doesn't believe in the need
for two weeks turnaround fime. Or indecisiveness.

Or committee decisions.

Offer us a reasonable opportunity to respond —
we'll respond in a most reasonable manner!

Reinsurance with an
emphasis on service—

ALONG COMES

FOLKSAMERICA REINSURANCE COMPANY
A Member of The Folksam Group of Stockholm, Sweden
100 William Street, New York, N.Y. 10038 - Tel. (212) 483-0330

Telex: 64-9076 Twx: 710-5841-5387

agers because they have a vested
interest,” says Harvey Sapolsky,
one of the four authors of “Corpo-
rate Attitude Toward Health Care
Costs.” “We interviewed as many
corporate executives as possible.”

One reason that corporations are
reluctant to curb health benefits is
that they believe the political and
economic price may be too high,
the authors say.

‘Ford Motor Co., for example,
proposed during the 1976 negotia-
tions with the United Auto Work-
ers. that employees pick up a share
of health care costs.

The UAW balked and called a
strike. When the walkout ended
four weeks later, the union had not
‘made-any concessions on sharing
health care costs.

Since then, cost sharing has not
been a significant factor in the auto
industry’s labor negotiations, the
report says.

Few firms were willing to imple-
ment tighter claims controls.
“Firms fear disrupting employee
relations by appearing overly sus-

- picious or miserly when claims are
.filed,” the study contends.

Employers also were not con-
vinced that expanding participa-
tion in health maintenance organi-
zations would significantly cut
their health care costs.

One surveyed firm, for example,
complained that HMOs skimmed
the best risks, while employees
with health- problems opted for a
Blue Cross/Blue Shield plan. As a
result, the firm's overall health in-
surance costs increased even
though a high percentage of em-
ployees joined the HMO.

Of the 69 firms surveyed, not a
single company could provide do-
cumented evidence that HMO par-
ticipation had reduced health care
costs. Some firms, however, said
that HMO participation would
eventually produce savings.

Several companies—Kodak,
Xerox and Sybron—have used
their clout in the Rochester, N.Y,,
area to battle against duplication of
services, a component of the health
care cost spiral.

“But the Rochester experience,
as enticing as it may be for health
policy analysts, can only be repli-
cated in a few locations across the
country,” the report said.

Most firms believe that their po-
litical power is limited at the local
level and prefer to flex their corpo-
rate muscle for tax or zoning lob-
bying, issues more central to their
financial conditions, the study
notes.

Fear of lawsuits, provider boy-
cotts and community backlash also
makes corporations reluctant to
press for a cutback in health care
services that they believe are infla-
tionary or unnecessary.

For example, one major indus-
trial firm decided it not longer was
going to pay for chiropractic ser-
vices. A flood of postcards from
angry chiropractors soon followed,
warning the firm's president that
they would never buy the com-
pany’s poducts.

“Although chiropractors do not
account for a significant share of
the firm’s market, the president
was unwilling to jeopardize any
sales for a.small savings in benefit
costs,” the report says. “The deci-
sion was reversed.”

Employers have formed coali-
tions around the country to control
local hospital growth and develop
outpatient and day surgery facili-
ties (BI, Oct. 27, 1980).

But these coalitions are unstable
because their member firms are in-
volved in different markets and
subject to changing internal priori-
ties. “The least hint of bad publicity

is certain to strain the coalition,”

the report says. [
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New ways to save

By Robert E. Wallace

E NEW TAX law offers both a
challenge and an opportunity to

employers who sponsor retirement
programs, particularly savings plans and.
contributory defined benefit pension
plans. The new law, among other things,
allows tax write-offs under certain
conditions for voluntary contributions to
pension plans or Individual Retirement
Accounts.

A flood of IRA offerings can be
expected, and banks, insurance companies,.
mutual funds and other financial
institutions wall tempt participants,
putting pressure on company plans.

Employers ean turn these challenges
into an opportunity to enhance the value
of their retirement plans. First, the
employer must decide if changes in plan

Photo: World Wide

Tax law creates pension write-offs

design are needed. Second, the employer
must tell employees about the impact of
the tax write-off sections of the law.

Under the new law, employees can
make annual tax-exempt contributions to
an IRA or voluntary contributions to their
pension, profit-sharing or savings plans of
up to $2,000. However, the plan must be
willing to accept these contributions.

In addition:

® A 10% tax penalty will be imposed on
withdrawals before age 59% except in the
case of death or-disability.

® The plan cannot violate discrimina-
tion rules. Therefore, the opportunity to
make voluntary contributions cannot be
limitad to high-paid employees.

® The plan will have to
make reports concerning
such contributions to the
Internal Revenue Service
and plan participants. The
content and form of these -
reports will be
prescribed.

Participants in

President
Reagan signs
the new
tax-reform
legislation.

employer-sponsored plans may split their
contributions between plans and IRAs as
long as the total amount contributed for a
given year does not exceed the limits. The
tax-exempt contributions will not be taken
into account in determining maximum
benefits or maximum contributions under
ERISA.

Employees may also set up an IRA for a
non-working spouse: In this case, the
$2,000 limit per worker is increased to
$2,250. However, the amount contributed
annually on behalf of the spouse must not
exceed $2,000.

A participant can elect not to write off
qualified voluntary contributions to a
employer-sponsored plan. A participant
might do this in order to take the
exclusion for a contribution to an IRA or
to another plan or to be able to withdraw
the accumulated contributions before age
59%.

There are various rules for rollovers and
taxation of contributions when distributed
upon death.

Although in most cases voluntary
employee contributions paid into or out of
the plan will be treated like IRAs for tax
purposes, some differences exist.

The tax-exempt contribution to a
qualified plan will be treated separately
from the other funds in the plan. Thus, the
tax advantages applicable to lump-sum
distributions from qualified plans will not
apply to distributions of the accumulated
tax-exempt contributions to the plan.

Tax write-offs will not be allowed for
mandatory employee contributions. These
are defined as contributions required
either as a condition of employment,
participation in the plan or to obtain
additional employer-provided benefits.
Employee contributions to a savings plan.
that are matched in some form by the
employer are considered mandatory
contributions and are not tax-exempt.

Should you offer a plan that allows
employees to make tax-exempt
contributions?

With proper design, communication,
administration and follow-through in
offering this option, you could:

® Improve employee relations.

® Meet the competition of other
employers who offer such a plan.

@ Avoid possible plan disqualification
of plans that otherwise might occur if most
of the low-paid employees drop out of the
plan to set up IRAs.

® Encourage savings through the
convenience of payroll deductions.

On the other hand, offering a
tax-exempt option will require additional
costs, both in time and money. Problems
could also arise in trying to meet
investment competition from banks and
other IRA sponsors. Even if you decide not
to offer a tax-exempt contribution option,
some changes may be needed to meet the

Robert E. Wallace is a benefits consultant
with Buck Consultants in New York.

challenge of employees contributing to
IRAs.

Once a company decides to accept
tax-exempt contributions, it should next
decide what kind of plan it should offer.

An obvious first choice is a defined
contribution plan—particularly a savings
plan. Individual accounts exist under these
plans and voluntary contributions are
usually allowed. The plan could be
amended to accommodate contributions
under the new tax law.

A tax-exempt voluntary contribution
option could be added to a contributory
defined benefit plan that keeps track of
individual accounts. Adding the option to
a non-contributory defined benefit plan is
possible, but the start-up and continuing
administrative costs could be considerable.

An employer could adopt a separate
plan specifically for tax-exempt employee
contributions, making it convenient for
employees to make such contributions.

Employees must understand the
provisions of the new tax law in order to
make intelligent choices. Effective
communication to employees in this area
can prevent bad cheices based on
incomplete or biased information.

In particular, employees should be

. advised whether to contribute to a plan

and receive employer-matched-
contributions or to set up their own IRA.

Even if an employer decides not to offer
a tax-exempt contribution option in any of
its plans, it still should communicate the
advantages of its programs. Any plan
changes that are made as a result of the
new law also should be communicated
both to meet ERISA requirements and to
make the changes understandable to
employees.

A major problem is that employees may
be tempted to contribute to an IRA instead
of a savings plan. Employees will be
subject to heavy pressures from outside
sources like banks to contribute to an IRA.
If too many low-paid employees choose
the IRA route, the IRS could conceivably
disqualify a plan.

The new law could also significantly
affect voluntary contributions to savings
plans. Employees might choose an IRA in
place of voluntary contributions to the
savings plan if the plan does not allow
tax-exempt contributions.

Making mandatory and voluntary
contributions to savings plans, instead of to
IRAs, may still have advantages. For
example, the employer's matching
contribution is often more valuable than
the tax savings of the IRA. Also, savings
plans have more withdrawal flexibility
than an IRA. Before age 59%, withdrawals
from an IRA are allowed only on death or
disability. Under a savings plan,
withdrawals may be made under much
less stringent conditions.

And lump-sum distributions from
savings plans may still be more tax
advantageous than withdrawals from an
IRA after age 59%.

Continued on next page
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(' management

Get the most out of workers
through training programs

By Kenneth P. Shapiro

y friend Bob has a problem. As

director of employee benefits and
risk insurance for a Fortune 500 company,
he manages two young, extremely talented
employees, four solid performers and
three middle-aged workers who have
already risen as far as they can go.

Bob's dilemma is: How does he keep the
two superior employees happy and create
the “fast tracks” they need while getting
the most out of his four competent
workers and managing the three other
employees who are being pushed from
below?

An obvious, but often unpracticed
solution lies in training and development
programs that could capitalize on the
strengths of these people while

minimizing the effects of their
weaknesses.

To increase the probability of success,
the training and development program
should be tailor-made and include the
following five phases:

® Assessment. This involves assessment
of the individual as well as the
organization: its climate and goals. The
result is a training and development plan
based upon mutual needs of the
individuals and the organization. .

@ Training. The program is based upon
information gathered in the assessment
phase and generally includes seminars to
broaden perspectives, workshops to
provide in-depth information on
particular subjects and activities to
sharpen management skills.

@ Implementation. The new skills are

(__ legal briefs

applied to daily work routine in this phase.
There must be opportunity to practice
what is learned and receive feedback to
reinforce the learning process. Individual
on-site feedback and one-on-one coaching
are often provided during the
implementation phase.

e Evaluation. Although evaluation is
included in every phase, here the
feedback process is formalized to not only
review what was done, but also to
re-evaluate employee strengths and
weaknesses, thus developing subsequent
steps for both the individual and the
organization.

® Continuity. The process continues
even after the formal training has ended.
The knowledge, skills and behavior
learned should become part of everyday
life of both individual and the

Kenneth P. Shapiro is a vp at Hay Huggins &
Co. and a partner of Hay Associates in Phila-
delphia. His column on management appears
monthly in BL

organization.

This tailored approach to training and
development is cost- and time-consuming
and thus is clearly not for everyone at
every level. However, for key employees,
this process can pay maximum returns on
the training and development dollar. ]

J

Insurer assessed bad-faith damages

An award of $42,000 in compensatory
and punitive damages for an insurance
company’s bad faith was upheld by the Su-
preme Court of Wisconsin.

In 1975, the insured, an attorney, ob-
tained a standard business owner’s fire and
extended coverage insurance policy from
Allstate Insurance Co., which covered the
contents of his office in the amount of
$8,000. Subsequently, on Allstate’s recom-
mendation, the policy limits were in-
creased to $15,000. :

In 1977, the insured’s offices were des-
troyed by fire, including the invoices and
receipts for the contents. The insured filed
a sworn proof-of-loss statement detailing
400 items of property lost and the value of
each item, claiming losses in excess of the
policy limit.

Allstate authorized its agent to settle for
$4,200, despite internal memos indicating
they believed the proof of loss to be sub-
stantially completed in proper form. The
insured recovered a jury verdict of $14,680
for damages to his personal property in ad-
dition to the compensatory and punitive
damages.

The appellate court concluded the in-
sured had substantially complied with the
terms of the insurance contract. The court
rejected Allstate’s claim that no bad faith
existed because the insured failed to sup-
ply certified invoices or receipts. The court
was satisfied that Allstate was not misled
as to the property’s ownership or value,
Davis vs. Allstate Insurance Co., Supreme
Court of Wisconsin, March 31, 1981
(BI/01/S.-85).

Duty to employees

Unless an insurance company agrees or
intends to provide the insured with fire in-
spection services and advice to guard
against reasonably discoverable fire haz-
ards, a negligent failure to detect and warn
of such hazards in the course of inspection

does not give rise to liability to employees
of the insured, according to the Supreme
Court of Michigan.

Employees of two companies had been
injured or killed in accidents arising out of
fire hazards. The employers were insured
against property damage from fire. The in-
surance companies arranged for inspection
of the plants, either by an agent or an in-
surance company employee, for fire haz-
ards.

The company employees sued the insur-
ance companies, claiming that their in-
juries were caused by fire hazards that
would have been detected had the insurers
conducted their inspections with reason-
able care. Although juries awarded the in-
jured employees sizable verdicts, the trial
court entered judgment for the insurance
companies.

The appellate court agreed that the in-
surance companies were not liable because
they had not undertaken to render services
to another. “An insurer's inspection of an
insured’s premises for fire hazards,” the
court said, “does not in itself demonstrate
an undertaking to render fire inspection
and prevention services to the insured.”
Thus, the court said the insurance com-
panies owed no duty to the insured or the
insured’s employees to inspect with rea-
sonable care. Smith vs. Allendale Mutual
Insurance Co., Supreme Court of Michigan,
March 30, 1981 (BI/02/S.-copies not avail-
able).

Social Security offset

Can a group disability insurer offset dis-
ability benefits paid to the insured for her-
self and for her dependents against Social
Security benefits? The U.S. 3rd Circuit
Court of Appeals Circuit concluded nei-
ther offset procedure was unlawful under
federal law.

Anneliese Lamb was covered under a
long-term group disability insurance pol-

icy issued to her employer by Connecticut
General Life Insurance Co. Payments
under the plan were reduced by “other in-
come benefits” payable to a disabled em-
ployee, including Social Security disability
benefits.

Mrs. Lamb became permanently disa-
bled in 1971 within the meaning of the
Connecticut General plan. She was also
found eligible for Social Security disability
benefits for herself and her dependents.
Thus, Connecticut General adjusted her
monthly income benefits to reflect the So-
cial Security benefits. As the Social Secu-
rity benefits increased to keep pace with
inflation, Connecticut General reduced its
benefits an equivalent amount.

The result was that Mrs. Lamb received
the same gross amount each month that
she received in 1971. She sued Connecticut
General claiming the offset violated fed-
eral law probibiting assignment or transfer
of future Social Security benefits and that
the reduction of dependent benefits was
contrary to public policy. The trial court
ruled against Mrs. Lamb.

The appellate court affirmed, pointing
out that Mrs. Lamb received her full entit-
lement from Social Security and had not
transferred any portion of her benefits to
the insurance company. Even though it ap-
peared inequitable, the court emphasized
that the remedy must come from Congress.
Also, the court said that total family in-
come, including dependents’ Social Secu-
rity allotments, may be considered when
calculating benefit levels under public or
private support programs. Lamb ws. Con-
necticut General Life Insurance Co., U.S.
3rd Circuit Court of Appeals, Feb. 23, 1981
(BI/03/8.-$5).

®
A copy of an entire decision may be ob-
tained by sending $5 to Cases Unlimited in
care of Business Insurance, 740 N. Rush St.,
Chicago, Ill. 60611. Please list the case
number,

Tax law offers
pension options

Continued from previous page

Changes can be made in savings plans to
make them more attractive than outside
IRAs to employees. Such changes include:

® A change in the employer’s matching
percentage formula.

® A change in the voluntary contribu-
tion provisions.

® The addition of a tax-exempt contri-
bution option.

@ More flexibility in investment choice.

@ A reduction in the vesting period for
employer contributions.

Contributory defined benefit pension
plans face a challenge from the new law.
Most private employer plans are non-con-
tributary, but some are contributory.

Contributory plans usually pay a very
low interest rate on mandatory employee
contributions compared to interest rates
available elsewhere. The new law could
lead to further dissatisfaction among
workers because mandatory contributions
are not tax-exempt.

Employees must understand mandatory
contributions and how they significantly
contribute to benefits. Their real purpose
is to provide pension income at retirement,
not to serve as an investment vehicle.

The new law will put particularly heavy
pressure on cash or deferred profit-sharing
plans. If low-paid participants believe an
IRA is a better investment than the em-
ployer’s plan and turn to an outside IRA,
the plan could be disqualified.

A comprehensive administration and
accounting system is vital for any retire-
ment program. This will be especially im-
portant if an employer adds a tax-exept
contribution option to the plan.

The accounting system, whether manual
or automated, must be flexible enough to
allow for such things as maintenance of
account information for each employee
and to separate tax-free contributions
from regular accounts. It must also be able
to check that maximum contribution limits
are not exceeded. .
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“The only insurance

newsmagazine that keeps
me posted every week.”

-Benehts Manager

Employee benefits represent a very su bstantial part of
compensation packages. In many corporations benefit
costs exceed 35% of payroll.

Business Insurance is the one newsmagazine that, every
week, keeps me posted on the latest in benefits or
improvements in existing plans. Bl also lets me know
what the legislative climate is, how to communicate
benefits to our workers and what rules are coming up.

Health insurance cost containment, the growth of HMO's
actuarial projections and the cost of setting up new
programs are subjects | know 'l find in the pages of
Business Insurance. This unique information
medium also gives me the opportunity to see how
other corporations select, implement and manage
their benefits programs.

Business Insurance provides more in-depth
reporting and more current reporting on
more matters of concern and interest to
those of us involved with corporate
insurance programs.

A publication of Crain Commun:catmns Inc

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

This ad is a dramatization taken from a new Business Insurance presentation. If you'd like to see it, contact Don Walsh, Advertising Sales Director, (212) 210-0133.
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Salaries of brokerage personnel kept secret

Action Line: I read with inter-
est your article “Cheap rates
wound brokers” (BI, June 29).
As owner of a large general in-
surance agency, we were espe-
cially interested in the revenue
per employee statistics and the
performance of the Top 20 U.S.
brokers.

It would be extremely mean-
ingful to us if you could furnish
statistics regarding the average
salary per employee. For exam-
ple, you show a reduction from
$51,216 in 1979 to $35,894 in reve-
nue per employee for Marsh &
McLennan.

This reduction is very signifi-
cant, of course, but it would be
even more significant if we
knew how much that employee
was paid.

For example, in 1979, the aver-

'f"‘*’" u&-‘

~ action’line

age employee could conceivably
have received an average of
$20,000 against that average reve-
nue per employee of $51,216. This
would have left Marsh &
McLennan with $31,216 for
everything else. But because sa-
laries are also increasing all the
time, supposing we found the av-
erage salary in 1980 to be $24,000.
This would have meant that
M&M had less for everything
else.

Is it possible for you to obtain
those salary figures for the years
1980 and 1979 for each of these 20
brokers you so carefully ana-
lyzed?

Lawrence F. Smith

R

Colonial Insurance Agency Inc.
Stamford, Conn.

Mr. Smith: Brokerage compensa-
tion formulas, which usually in-
clude salary, commission and bon-
uses, are closely guarded because
the competition for experienced
employees is reportedly very in-
tense,

Public brokers, which must re-
port certain financial information
to the Securities and Exchange
Commission, do not necessarily
have to report average salary,
though scme list total com.pensation
that includes, but is not be limited
to, salary.

Compensation figures, however,

can be deceiving, says M&M chief
financial officer Bruce Schnitzer—
especially when dealing with a
firm involved with an interna-
tional merger, M&M's revenue per
employee figure dropped dramati-
cally in 1980 because it was calcu-
lated on total employees (including
those added through the merger
with C.T. Bowring) and total reve-
nues as given in the annual report.
However, the revenues only in-
cluded part of the annual Bowring
revenues, so the firm appeared less
productive than it was, Mr.
Schnitzer says.

Training program?
Action Line: Could you please
tell me if a risk management

training program exists. If so,
would you please supply infor-

NORTH STAR
REINVENTS THE
UMBRELLA.

Up until now—professional liability
umbrella policies for hospitals, doctors, nurses
and other professionals were complicated by
riders, attached to accommodate the different
nature of underlying policies.

That's why vve reinvented the umbrella—
and made it work better for you. It's our
Professional Umbrella Policy, PUP for short.

Now one pclicy provides the extended
coverage professionals need—
whether the urderlying policies are “‘claims
made,” “occurrence,” or both.

Find out how simple our new excess
covers can be—call North Star today and ask

about our PUP.
New York
Chicagc
Los Anceles

NORTH STAR

© 1981 North Star Reinsurance Corporation
Wall Street Plaza, 88 Pine Street, New York, NY 10005

(212) 248-2400
(312) 346-7890
(213] 383-7734

mation for a correspondence

course.
Robert C. Hulsey

Regional manager

Blue Cross/Blue Shield

of Colorado

Mr. Hulsey: The Insurance Insti-
tute of America in Malvern, Pa.,
offers an Associate in Risk Manage-
ment certification program. The
designation can be earned through
formal classes offered around the
nation, many through colleges, or
by independent study. The stan-
dardized qualifying tests for those
who study formally or indepen-
dently are offered twice a year at
locations close to participants’
homes,

The independent study is not a
correspondence course in the tradi-
tional sense, where students have
to send in weekly papers, said Dr.
George Head, director of risk man-
agement and loss-control education
at the Insurance Institute of
America.

Students who study for the ARM
designation on their own use stan-
dard course material. This material
contains reading assignments, re-
views pertinent facts and has ques-
tions at the end of assignments. If
students run into sections they
don't understand, they can contact
the ITA for help. Students know ex-
actly how well they studied only
after taking the exams.

The courses usually follow the
sequence RM 54, 55 and 56.

The first exam, RM 54, covers
material on the structure of the risk
management decision-making pro-
cess. The second test, RM 55, con-
cerns risk control and the final
exam, RM 56, is on risk financing
techniques.

The ARM designation is recom-
mended for persons controlling and
managing risks for institutions,
corporations or for the government
and safety personnel, insurance
agents/brokers, underwriters and
consultants who want to broaden
their services to include complete
risk management counseling.

For more information on the
ARM program, write Dr. Head in
care of the Insurance Institute of
America, Box 314, Providence
Road, Malvern, Pa, 19355; 215-644-
2100, ext. 211.

Action Line: Are there any ar-
ticles or other related materials
in the files or the library on the
subject of repatriation of earn-
ings of offshore captive insur-
ance companies that you could
send me?

Rowland G. Weber
Tucson, Ariz.

Mr. Weber: Neither we nor
James Cameron, a tax attorney
specializing in captive insurance
companies, knows of any articles
specifically dealing with the repa-
triation of earnings.

Mr. Cameron, with Baker &
McKenzie in New York, however,
said companies have handled earn-
ings one of four ways:

@ A stock company can pay divi-
dends.

® Either a stock or a mutual
company can pay policyholder div-
idends.

® Under certain circumstances a
stockholder in a decontrolled cap-
tive can sell stock and take a capital
gain.

@ There are methods to set up a
finance company to lend the
money to foreign subsidiaries. This
requires careful tax planning, how-
ever.

Have a question regarding insurance,
risk management or other topics re-
lating to your profession? Write Ac-
tion line, Business Imsurance, 740 N.
Rush St., Chicago, Ill. 60611,



CU’s reinsurance affiliate
names Walther senior vp

Commercial Union Reinsurance
Co. has appointed Paul Walther
senior vp. Mr.
Walther is in
charge of CU's
assumed rein-
surance opera-
tions.

Mr. Walther
was previously
president of
Sentry Reinsur-
ance Manage-
ment Inc., a
member of the
Sentry Insurance Group.

Wlther

Insurers
Richard W. McLaughlin been

appointed senior vp for group pen-
sion lines at The

Travelers Insur-

ance Cos. in

Hartford, Conn.

Thomas C.
{Amundsen
. named secretary
- at Reliance In-

surance Co. in

Philadelphia. He

will continue to

be responsible

for the head of-
fice commercial underwriting de-
partment.

Harbor Insurance Co. named
Allen Sterger vp and Henry J.
Reilly assistant vp of the Los An-
geles home office.

Walter A. Adler appointed vp of
field operations at' Allianz Insur-

ance Co in Los
Angeles. He is
responsible for
all marketing
and agency-re-
lated functions,
A.C. Zucaro
named president
of Old Republic
International
Corp. in Chicago
and its principal
life and prop-
erty/liability subsidiaries. -

Paul Radick elected president
and chief executive officer of
Pennsylvania Millers Mutual In-
surance Co. in Wilkes-Barre, Pa.

W. Gordon Reynolds named
resident vp of Mission Insurance
Co.'s office in Phoenix, which
serves all of Arizona.

Donald 8. Chapman elected vp
of commercial lines of SAFECO
Corp.'s property/casualty com-
panies. '

Richard L. Johe and James L.
Schueler elected senior vps of
Michigan Mutual Insurance Co.
and affiliates Associated General
Insurance Co. and Associated Gen-
eral Life Co. All are headquartered
in Detroit.

McLaughlin

Excessléurplus

Arthur J. Johnson joined Gor-
don B. Phillips & Co. Inc. in Alta-
monte Springs, Fla., as senior vp
for underwriting and marketing.

Other suppliers

Gerard C. Coletta joined Risk
Planning Group as a senior consul-
tant. Mr. Coletta will deal with
projects in safety, health, environ-
mental affairs and property conser-
vation, as well as risk and insur-
ance management audits.

Dick Huntington joined The
Wyatt Co. as manager of western
regional operations. Craig Coll-
ings and David McCleerey also
joined Wyatt. All three were for-
merly employed with EBASCO
Risk Management Consultants Ine,
They will be based in the La Jolla,
Calif., office.

Elsewhere at Wyatt, Art Perry
appointed manager of the Dallas

oifice; Ron Boggs joined the Chi-
cago office as a consultant; and Jim
Swanke named analvst in the Chi-
cago office. In addition, Wayne
Liesch transferred to the San
Francisco office from the Chicago-
oifice.

Lincoln National Fension Insur-
ance Co. elected Leland J. Bu-
chele and 0. Douglas Worthing-
ton assistant vps. The company, an
atfiliate of Lircoln MNational Corp.,
marke:s pension and znnuity prod-
ucts. [
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“Your policy
monsieur”

Nobody delivers better than we do

Whan you compare nxtjor corporate risk
underwriters, vou'll find only Armco Corporate
Risks promises to isste vour policy within
thirty days of binding.

We not only serve vour policy fast, but

also with a full menu of corporate risk cover-
ages, including guaranteed cost and

incurved loss retros, large deductibles, cash
flew plans, even wrap-ups.

And our claims service is something

special. t00. Recently. Texas ranked us number
one carrier in our size group for promptness

of payment on compensation claims.

So next time you'd like to savour

the delights of receiving your corporate
risk. policy on time and “done to perfection;’

cortact Charlie Jones, Vice President,
Armco Special Risks, 1221 River Bend Drive,

ARMCO

Dept. 61, Dallas, Texas 75247, 214/247-8333.

ARMCO
SPECIAL
RISKS



30 / business insurance, September 7, 1981

Hancock unit forms reinsuran

Hanseco Reinsurancs Zo. has
been formed by the Hansecc Insur-
ance Co., the property,czsualty
subsidiary of John Hancocck Mutual
Life Insurance Co.

Hanseco Re, a wholly ownzad sub-
sidiary of Hanseco Insurar.ce, will
be headquatered in Bos:on at the
John Hancock Tower. With an ini-
tial capitalization of $I0 million, it
will be incorporated in Je=laware
and will seek licerses im all 50
states. ]

Hansece Re’s source of Susiness
will be through intermediaries. It
will initially write mu tiole-line
treaty reinsurance.

Hanseco's reinsurance irterests
include full ownership of =Zanseco
(U.K.) Insurance Co. Lid. in Lon-
don and a quarter intares: in the
Boston Personal Reserve Insurance
Co. Ltd. in Guernsey, Caarnel Is-

Managing agent

RTC Underwriting Services Inc.,
a managing general agency, has
been formed to specialize in the un-
derwriting of profess.onal, direc-
tors and officers and public official
liability coverages.

The new firm is waclly owned
by RTC Litd. of London. It deals ex-
clusively with excess/surplus lines
brokers and has a $5 m.illion capac-
ity in both classes.

RTC Underwriting Services' of-
fices are at Heights Plaza, 777 Ter-
race Ave., Hasbrouck Heights, N.J.
07604; 201-288-8620.

At Western Employers we've
learned the secret to acquiring
and maintaining large workers’
com:p accounts. You have to
supply your client’s business
with a specialized service team.

Each Western Employers
account Is assigned an under-

writer, loss control consultant,

a claims supervisor, a benefits
coordinator and an auditor. These
people will work with you and
your client to work out every

I
|

Health plan

The Health Insurance Plan of
Creater New Ycrk has cpened -he
Nassar Queens Medical Group sat-
lerc. . ]

The $500,000 Valley Stream cen-
ter will serve as a maods. for ozher
primacy care uaits ¢ be located
canvenient to Hea th Insurar.ce
Plar: members on Lor g Island, says
Lr. Martin Goid. med:cal director.

The new facility zerves 4,000 of
Nassau County s plar. members.

New MGA formed

Bova Manag=ment of I\“evjv York

‘e lite in Valley Stream. Long Is-

How to keep a firm grip
on larger cases.

Inc., a managing generzl agent and
brokerage operation. has been
formed to serve New York and
nor-hern New Jersey.
~.The firm will provide access to
&1l major non-admitted foreign and
zlien brokerage compan:es and will
£ct as the managing general agent
for several A-rated adm.itted insur-
£ncz companies.

It is located at 59 John St., New
York, N.Y. 10038; 212-619-0090.

New name

Consultant Cory & Acams Associ-
£t23 Inc. has changed its lame to T'.J.
Adems & Associates Ine. Offices for
the f:rm which specializes in insur-
&nes, surety bond, risk management
end engineering consulting, remain

~ &t 2)21 Spring Road, Oak Brook, Ill.

€0521; 312-655-5550.

detail on a first name basis.

To provide this kind of dedi-
cated assistance, Western has
more service people per account
than any other company.

WESTERN
EMPLOYERS
INSURANCE
515 North Cabrille Park Drive
Santa Ana, California 92702

{714) 973-2813

Fullerton Los Angeles Phoenix Portland San Bruno Sar Diego San Francisco Scarsdale

Acquisitions

Coldwell Banker Insur-
ance Services Inc. has ac-
quired the insurance division
of Jones & Brand & Hullin
Inc., a Sacramento, Calif.,-
based insurance and real estate
organization. Coldwell Banker
Insurance Services, located in
Newport Beach, Calif., is a
wholly owned subsidiary of
the Coldwell, Banker & Co.

Carman Brokerage Corp.
and Charles H. Carman Inc.,
surety bond specialists since
1934, have been acquired by
Amalgamated Programs
Corp. APCO has retained all
employees of the two Carman
firms, which have moved to
APCO'’s headquarters at 161
William St. in New York.
Charles H. Carman Inc. will
continue to operate as an inde-
pendent entity. Carman Bro-
kerage Co. will be absorbed by
APCO.

Poe & Associates Inc. and
Pan American Insurance
Management Corp. have
reached an agreement in prin-
ciple whereby Poe will acquire
majority ownership in Pan
American. The latter is an in-
surance holding company with
subsidiaries operating in North
and South Carolina, Maryland,
Virginia, Florida and Texas. It
specializes in insurance and
risk management services to
mostly commercial clients.

Knowlan, Thorpe & Co.,
which provides premium
audits, general inspeetions and
appraisals in eastern Pennsyl-
vania, New Jersey and Dela-
ware, has been acquired by
National Technical Services
Ine¢., a subsidiary of Celina Fi-
nancial Corp.

New offices

Marsh & McLennan Inc.
has opened a new office in
Midland, Texas. It is located at
4305 W. Illinois, Midland,
Texas 79703; 915-683-6479.

North American Reinsur-
ance Corp. has moved its of-
fices to 100 E. 46th St., New
York, N.Y. 10017; 212-907-
8000.

Corporate Systems has
moved to new a facility at Box
31720, Amarillo, Texas 79120;
806-376-4223.

Calvert Fire Insurance Co.
has changed its name to Cal-
vert Insurance Co. and
moved into new offices at 123
William St., New York, N.Y.

Pension index
hits 14.6%

NEW YORK—The Buck
Forward Interest Rate Index
increased to 14.6% as of Aug. 1.
The index provides a bench-
mark to help pension plan
sponsors comply with Finan-
cial Accounting Standards
Board requirements.

The index, developed by
Buck Consultants Inc. in Jan-
uary 1980, is based on the
forward interest rate inherent
in the prices of risk-free U.S.
government securities and is
thus responsive to market con-
ditions on an ongoing basis.

The index is intended to
help financial officers select
appropriate investment return
assumptions to determine the
actuarial present value of ac-
cumulated benefits for com-
parison with the market value
of plan assets.

The index as of July 1 stood
at 13.9%. B

ce affiliate:

\
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agent/broker topies

A REGULAR EDITORIAL SECTION EXCLUSIVELY FOR AGENTS AND BROKERS

Competition spurs sales training

“You can beat those direct
writers, if you want to. You
just have to go out and sell.”

By DAVID GALANTI

This proclamation has re-
sounded through more hotel
ballrooms at more agency con-
ventions than any other
phrase.

The ears that receive it are
anxious. Agents and brokers,
worried about lossing both
commercial and personal lines
market share to insurers that
have their own sales forces,
are turning to researchers,

trainers and gurus of all sorts to
beat what some consider the largest
threat to the traditional insurance
distribution system.

Agents and brokers are also
learning one big lesson from their
antagonists: Direct writers do a bet-
ter job of selling than they do.

The result of this lesson is a new
emphasis on selling and a new glut
of sales-technique courses.

One of the more recent courses is
“Insurance Selling Strategies,” a
one-day course developed jointly
by the Independent Insurance
Agents of America and Xerox
Learning Systemns more than a year
ago.

KL

ks

ISS uses texts, workbooks and
role-playing exercises to give par-
ticipants practice in selling skills
unique to the insurance industry,
says Warren Ruppar, director of
agency development programs for
the Independent Insurance Agents
of Connecticut.

“We have a sign on our wall here
that says an insurance agency is
first a sales organization,” Mr. Rup-
par says. “I think that indicates the
need for a course like Insurance
Selling Strategies.” Every person in
an agency is really a salesperson.”

More than 100 people have taken
the course in Connecticut in the
past year, Mr. Ruppar says.

“What it’s done for the

new persons is to give

them the initial

skills they need,”

he says. “What it

does for the older

ones is refresh them

and give them new

things to think
about.”

ISS hopes to teach
agents to:

e Differentiate among
four selling styles.

® Understand how
they apply to selling in-
surance.

® Understand cus-
tomer needs.

® Use key phrases to
produce sales.
¢ Use leading questions
to lead customers in a de-
sired direction.

Listening skills, question-
ing techniques and sales
presentations are part of the
course.

The Florida Assn. of Insur-
ance Agents has modified
ISS to teach agency em-

ployees who aren't actually selling
but want to learn the skills. The
FAIA’s Scott Johnson says the as-
sociation has had good response to
the revised ISS, but is teaching it
less often because non-sales em-
ployees really don’t understand
what is being taught without the
practical experience of selling.

FAIA also uses “Personal Selling
Skills,” a course developed by the
IDAA but more or less dropped in
favor of ISS. PSS, a three-day
course, seems to cover more ma-
terial and has worked better to
meet FAIA adaptations, he says.

“The course addresses the inertia
problem and tries to make a person
more comfortable with face-to-face
sales contacts,” he adds. “Face-to-
face contact is what they do for
three days. We believe if partici-
pants get more confidence in that
area, they will leave the safety of
the office and sell more.”

The importance of sales-training
courses is even more important
today because of the historic em-
phasis on product knowledge as the
lone selling tool, Mr. Johnson says.

“To me, one of the big fallacies is
that we seem to think producers
must know all the ins and outs of
policies before they go out and sell.
So agencies hire technicians. Direct
writers hire salesmen and teach
them insurance,” he says.

“There are many industry
courses that teach agents how to
sell a commercial policy. Producers
can learn how to match exposures
with the right policy. But with few
expections, they don’t know how to
influence someone else’s thinking.”

There are three important areas
of sales training, according to A.
Russell Chaney of ISU Cos., the
course’s franchiser.

The first area is knowledge
skills: the ways to gain knowledge
about the business, the salesman’s
agency, his or her client, ete,

The second is interpersonal skills
used in making presentations,
using empathy and dressing and
speaking correctly.

Third, good training should in-

clude self-management skills—
such as mastering the ability to get
out of bed and make those cold
calls.

“Much of the basic sales training,
however, is like the tip of the ice-
berg. You only see the 10% of an
iceberg that is above water, but
there is much more below. There is
much farther we should go in de-
veloping sales programs,” Mr.
Chaney says. “There are behind-
the-scenes issues that are much
more dynamic: market researck,
knowing your competition, learn-
ing sales strategies and becoming
more aware of your client’s busi-
ness.”

“We are looking at the unique-
ness of a producer’s job,” he says.
“There are differences between
selling insurance and other prod-
ucts. The insurance producer, for
example, is dealing with a product
that clients don’t understand, don't
want to understand, don’t see any
rhyme or reason to its pricing, etc.
We've just begun to make training
more sophisticated.”

Despite the zeal of the educators,
however, some successful agencies
manage to get by without sending
their producers to sales-training
courses.

Woodsmall, Frick & Innis in
Kansas City, Mo., for example, re-
ports above-average growth rates
without rushing to the trainer’s
table, President Peter L. Woods-
mall says.

“We haven’t done a lot of course-
taking so far,” Mr. Woodsmall says.
“A few years back I attended ‘Per-
sonal Selling Skills,” and I wasn’t
too impressed. They had us practic-
ing selling hair dryers and stuff. It
wasn’t good enough to send others
to.

“Our producers learn selling
skills by going out on the street and
doing it. We're fairly satisfied with
our progress in that area just by
sending our new producers out
with a variety of veterans. A good
course would be nice and we would
consider sending out people, but it's

Continued on page 30B

Ryan s phllosophy

CHICAGO——~W11hout sales training, the Ryan Insurance Group
wouldn't be where it is today, Chairman Patrick Ryan says.

Mr. Ryan attributes much of his ninth-ranked insurance agency
group’s growth to mandatory trammg-—an essential in today’s super-

competitive insurance market,

Ryan Trammg Services, a distim:t Ryan d:w,smn, keeps that

growth going.

Many Ryan dwnsmns operate undez: the philosophy of hiring
young, inexperienced people and training them to fit the Ryan style.
To make that system work, however, ghe broker has to ensure that

all the building blocks are provided.

'I‘he sales training program was originally demgned to train sell-
ers of credit life insurance for the auto industry. But personal lines
sales skills are also needed in commercial selling because the ability
to sell one’s self is critical to a client, Mr. Ryan says.

Instead of teaching producers to overpower buyers with a hard-
sell monologue, the Ryan training program teaches sellers how to
ask questions. The goal is to get the chent involved in his own buy-

ing.

Accordmg to Lester T. Shapiro, vp ‘of program development for
Ryan Training Services, the difference between the Ryan program

Continued on page 30D
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Who puts ‘management’ in insurance sales?
A/BT

CHICAGO—Can you teach
someone to be an effective sales
manager?

Educators and sales managemen:
course instructors say it’s possible.
They say not everyone will be a
wonderful sales manager, but ev-
eryone can improve ther skills by
learning a few basic dos and don’ts.

The demand for szles manage-
ment courses is recent, experts say.
It's part of the percention among
independent agents to become
more sales-oriented to complete
with big brokers and direct writers.

The most recent addition is
“Sales Management Strategies,” a
two-day program des:gned by the
Independent Insurance Agents o
America and developed in conjunc-
tion with Xerox Learnirg Systems.
Unveiled in January, SMS uses
texts, cassettes and role playing to

help prircipals and managers look
at sales as a sc:ence.

Othar courses take similar ap-
proactes ThLe Florida Assn. of In-
surancz Agents has developed a
course, “Profit, Production & Per-
petuation.” which looks at sales
manazeT.en! from the owner's
point of view.

Other seminars are also offered
from tim=z zc time by franchise
groups, state associations and out-
side ecucators.

“Sales Manzgement Strategies” is
an attempt to add a sales manage-
ment ccarse to IIAA's offerings,
says Tor Loughrey, education
director fcr the Independent Insur-

ance Agents of Texas and one of
the formulators of the course.

“In a nutshell, the key to SMS is
to create effective dialogue be-
tween the sales manager and his
producer to give credit where it is
due while clarifying what pro-
ducers could have done differently
in certain instances to be more ef-
fective,” Mr. Loughrey says.
“Then, the manager must confirm
the fact when good does result. The
goal is to have managers not de-
stroy producers with criticism.”

SMS is “short on theory and long
on the practical,” he adds. The
course contains many role-playing
situations meshed between the
more traditional textbook and
audic learning methods. It also
stresses that to have good sales
management, the agency must

have established goals and know
where it is and where it's going.

ISU Cos. holds a sales manage-
ment course for its franchisees, says
ISU’s Russell Chaney. Sales man-
agement, he says, is a critical step
toward effective agency develop-
ment.

“The basic assumption is that the
direct writers have put more warm
bodies before clients than we have
and that is the cause of lcss of mar-
ket share. So we need to get more
people out there and at the same
time do a better job of management
as agencies grow larger.”

The 2%-day ISU seminar takes
participants through the troubles of
hopping back and forth between
producer and manager, how to de-
fine and organize the sales manage-
ment function, how to develop a
business development program and

GAB's new Claim Processing
System, plus a whole new Workers'

PRESS

Now GABSs new on-line
_Claim Processing System helps keep
claim management records at our fingertips.

BUTTON

who also serve you in GAB's
nationwide offices. These office

Compensation system are now
on-line. Which means you can

locations have been so carefully
selected that your plant, office or

benefit from the better-than-ever
speed and control, additional history
and more accurate information tha:

system available programmed to
produce standard reports as well as
special reports customized to your
needs.

Pressing Problems Handled Here

The new on-line system will make
the information you need about a
claim immediately available to you
through the nearest of five Contract
Administration Centers (CACs) in

New York, Atlanta. Chicago, Dallas
and Los Angeles.

The centers are served by the more
than 3,000 trained professionals

GAB's new c¢n-line system provides,
by just pressing our button.

These new enhancements to owr
system add substancally to our
capabilities. In addition. GAB's CMRS

Contract Services Division
123 William Street, New York. N.Y. 10038

offers you the most fl=xible reporting Donald W. Carroll, Senior V.P.(212) 791-8000

branch is never more than an hour
from a GAB adjuster.

GAB's independence is another
special advantage for our customers.
Since our primary business is claim
administration this guarantees our
objectivity in setting reserve amounts,
in determining issues of liability,
and in the actual handling and
settlement of claims. Our only loyalty
is to our clients; that's our declaration
of independence.

Press On!

Every year of GAB's 96 years has
seen important advances in customer
services. This year, now that our
information systems are on-line, we
will continue to press on with more
new improvement projects.

Meanwhile, we invite you, whether
your needs are large or small —local,
regional, national or international — to
press our button. Your future is at
your fingertips.

campaign selling.

Also included is a section baset
on a sales competency study that
sells participants what is needed to
ensure the success of a prop-
erty/casualty producer and some
data on producer compensation.

The Florida Assn. of Insurance
Agents uses its own one-day
owner-oriented sales management
course. So far, almost 260 agency
executives have taken the “Profit,
Production & Perpetuation,” says
Steven Goodfellow, FAIA manage-
ment programs director.

“The course recognizes the fail-
ure of independent agencies to re-
cruit new producers and the re-
lated failure of these firms to han
dle new producers,” Mr. Goodfel-
low says. “The course takes ap
agency that actually exists and ask:
participants where it can go fron
here. The emphasis is on goal se’
ting and planning.”

Goals and the profitability anc
cost factors of hiring and training a
new producer are debated, with the
FAIA showing some figures that
prove hiring could be profitable
over the long run even if the pro-
ducer quits after the first year.

“We try to put management the-
ory in terms that a non-expert can
understand,” Mr. Goodfellow says.
“If a producer doesn’t produce, it's
probably because he or she doesn’
have the ability, has never been
taught to sell or has never been told
what's expected of that person.

“In my opinion, to be a good sales
manager you have to have an oper
mind and listen. If possible, that
person should also be a producer.”

ISU’s Mr. Chaney says a persor.
can be a good sales manager if he o1
she wants to. Mr. Goodfellow says,
however, that it takes more than
courses to be a good sales manager.

“] think you're whistling Dixie to
say that you can learn this stuft
through courses alone,” he says. e

Courses stress
sales methods

Continued from page 30A

not like I long for one.” Sometimes,
too much theory can kill an agency.
One Florida firm experimented by
hiring an educator as sales man-
ager. The result six months later
was that the agency’s producers
had obtained only 16% of their
year's goals.

“Sales and sales-management
techniques are important. Ever
though it is expensive, we realize i
has to be an ongoing program,” say
one of the agency executives
“We're disappointed that it didn’
work out for us, but I'm not dow
on training.

“We are changing our methods -
little, however,” the executive
adds. “Before, we were training in-
house. Now we realize we can't
handle the expense of a full-time
trainer. We'll use more training
material from the Florida Assn. of
Insurance Agents, the IIAA anc
our insurers.”

ISU’s Mr. Chaney suggests agent:
use this checklist to make sure the
course you sign up for is a good
one:

@ Find someone who attended
the course and ask that person for
his or her reaction.

® Check the track record an:
credentials of the organization run
ning the program.

@ Make sure the seminar
aimed in the direction you want 1
go.
® Make sure the lecturers hav
planned what they want to accon
plish.

Many seminars, Mr. Chane}
says, use experts from around the
country that don’t rehearse or pre
pare for the presentation, leading
to a unfulfilling and expensive ex
perience for the agent. =



CONSUMER CREDIT CLASS ACTION INSURANCE
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‘Miss Hornby, get tlze Compliance Officer on the phone!”

If your banking clients are
still haunted by class action wor-
ries resulting from Federal Con-
sumer Credit Regulations even
after they’ve done everything they
can to comply, our new program
of insurance for banks and savings
and loans called Consumer Credit
Class Action Coverage is just
what you need to help chase their
worries away!

Now, Victor O. Schinnerer

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

and Company, well known in the obtained and at a fraction of the
insurance industry since 1938, cost that an attorney might charge
gives you a brand new program for defending just one action.
designed to protect your banking. So don'’t let Consumer
clients from the costs of private Credit Regulations haunt your
class action suits due to non- clients. Call us today for details.
compliance with Federal Reserve

Board Truth in Lending, Fair

Victor O

[
Credit Billing, Equal Credit &:hl ANere
Opportunity and Electronic nn r
Transfer regulations. &.Compary. inc.
It is broad coverage, easily
40 Wall Street 55 E. Jackson Boulevard 595 Market Street
New York, New York 10005  Chicago, Illinois 60604 San Francisco, CA 94105
(212) 344-1000 (312) 939-1202 (415) 495-3444

*In Texas only call toll-free 1-800-392-2462. Coverage not currently available in New York, Connecticut and Alabama.
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Ryan traces growth to mandatory training

Continued from page 35A

and others is thet .= rolls sales
training and procuct knowledge
into one course.

“Our training integrates product
knowledge, attitudz= ar.d sales tech-
nique,” Mr. Shapiro says. “I've seen
courses that teach the ins anc outs
of each one separatetv, but faw if
any combine the taree; each is re-
moved from one arctaer,

“That'’s not the-way "o go gbout it.
The object is to use 3ll three to-
gether. In separate courses, th2 stu-
dent is left to put th= concepts to-
gether himself. W= prefer to give
people problems to solve in which
they have to put the ~hree together
in front of us simultanzously.”

Knowledge, howevar, is worth-
less without commur..catic, and
the Ryan course stresses th.s, Mr.
Ryan says.

A/BT

“It’s importan: to know how you
are communicating scmething,” he
adds. “For instarce, we had one
parson who wasr': being very suc-
cessful. Every repcrt we got back
from. 2im showei that we lost the
business because we had a higher
price. But we sell -hat product on
the basis of it b=ing better than the
others on the mzrket and obviously
this guy didn’t bal:eve that.

“Ocr job in th.s instance is to
teach this guy te ccnvey to our po-
tential clients th.e benefits of our
program.

“What we hawva {o realize is that
most business ovners won't buy
-he cheapest of anything because

they realize that usually it's not
gocd,” he adds. “They wiil buy the
chzapest if they don’t see the dif-
ferentiation. In the price wars
today, people aren't communicat-
ing their net worth when they
sell.”

With hot market competition,
brzkers will lose ground if they
doa’t teach their people to sell, Mr.
Ry an says.

“Today, it is more critical than
evzr to sell effectively because of
the pricing,” he says. “If we don't,
we will get eaten alive. We have to
se.. people that even though the
pr.ce is higher the product is better.
TT.2 techniques are the same as in a
hard market, but it's more crucial
to use them now."

“he Ryan training program alsc
feLs students to be straightforward.

“Manipulation can kill you," Mr.
Shapiro says. “You have to be
straightforward. You can be per-
saasive but you have to do it in a
direct manner. The object of our
training is to get them to sell in &
way that’s consistent with their
own personality.”

Mr. Ryan says he believes that
the besics of selling haven’t
changed over the years, but people
forget them. That's why sales tech-
rique updates are part of many
Ryan sales meetings. In addition,
rmore than 1,500 people take some
sort of training with the division
each year.

One of the newest forms of train-
ing is taking place with the Ryan
group’s newly acquired Self Insur-
ers Service, which provides admin-
istrative services to companies that
self-insure their workers compen-
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 Semetimes you can see it in their expression.
Qrhear it in their voice. But more than any-
0 !thmg eise, it shows in the results of their efforts.

§ *‘qmckhz on a quote. Getting back with
auswer ona tough problem. Being flexible
wizh to bend. Being resourceful enough to
3 way whén, athers can't. Thats the AFCO

i;hﬁ“ﬂ“ spmt

OTta ’tly ﬁﬁaﬁ*ﬂemrdﬂaﬁ_, hAFC.

People who care

I}:sl‘ f WS, when people care.

Skoun here are just four of our more thdn 530 peopie who care.

- Lgtto right: Chris O'Neill, Contract .‘:Lpefvum; San Francisco;

Totn MacDowell, Marketiv.g Representative, San Diego; Cheryle
"Beuman, Accounts Administration Supervisor, Seatile; John

- Swath, Branch Manager, Los Angeles.

sation risks.

“We've trained safety engineers
and workers compensation claims
people to more effectively commu-
nicate with clients,” Mr. Ryan says.
“They're not selling per se, but they
are selling their expertise.”

“If safety and loss prevention is
not going as it should for a client,
those people have to sell some new
ideas,” Mr. Shapiro adds. “They
may have to sell a plant manager
on implementing a plan that is to
the manager’s benefit, but may not
initially be seen that way. Our
course enables them to communi-
cate persuasively with these clients.
We may be the leader in the field
in that kind of training.”

Mr. Shapiro says that everyone
can be an effective salesman.

“I think everyone's a salesman,”
he says. “Most people who have an
idea to get across can be very effi-
cient salesmen. That person just
needs the techniques to persuade
the buyer. Good selling really is ef-
fective communication between
buyer and seller to solve problems.
The salesman should have the solu-
tion to those problems.”

Ryan's next big task is to program
these sales techniques into their lar-
gest and most recent acquisition, the
James S. Kemper agencies.

Based on his experiences in the
past, Mr. Ryan doesn't think older
producers will react badly to such

Pairick G. Rgan

training.

“There can be some reluctance
on the part of some older producers
to sales training, but not a lot,” Mr.
Ryan says. “I think we've devel-
oped an image of how important it
is so they're willing to give it a
chance.

“We don't think that our youn-
ger people will pick up any bad
tendencies from our older pro-
ducers. They will have manage-
ment support in learning the best
techniques. Younger producers
have to be given management sup-
port in such matters as getting over
closing hurdles. But nothing suc-
ceeds like success to convince the
reluctant ones that these
techniques work.

“The problem is minimized as
our new people gain success and
others see that.”

Mr. Ryan says he can't estimate
the exact dollar benefit the training
division has presented his firm, but
says it has been major. A good note
is that the cost of the division in
terms of percentage of expenses has
been declining because of size effi-
ciency, he adds.

“It's been our ability to train that
has been the foundation of what
we've been able to accomplish,”
Mr. Ryan says. “Our successful
growth has been because of it. In
the insurance business you really
don't have anything proprietary—
success lies in your employees’ abil-
ities to sell and communicate.” a



' And hundreds of thousands of other workers, too. That’s because
Continental Special Risk Underwriters (CSRU) specializes in meet-
ing the-casualty needs of large risks.

At Dresser Industries, for example, we provxde comprehenswe
coverage—general llablhty, worker’s compensation and commercial

-auto. At Louisiana:State University, we handle their-general liability
and worker’s compensation protection. And whatever your needs,

- our experts can provide tailor-made coverage on a primary, umbrella
or excess basis.

As part of our casualty insurance program, you can call on us for
financial and-cash. management. plans that help insure a sounder
future. -And if you're interested, we also offer risk management

- services for-captive msurancc companies.

Louisiana State University

And if that’s not enough, standing behind us is The Continental ; '

Corporation with all its vast resources. ‘Ready. to-augment .our -

coverages with everything from claims services .to loss control:and
Jindustrial hyglene

‘So when you'’re looking at a large casualty risk; look i into CSRU s

expertise. We bet you’ll want us.to stand behind you, too. L
‘For more information, contact your nearest CSRU - representa- .

tive. For his name, write: R.H. Dorgan, Vice President,

Continental Special Risk Underwriters (CSRU),
83 ‘Maiden Lane, New York, NY 100’%8 o

Take alook at the risks we take. csnu o ot

Continantal Special Risk Underwriters
- 83Maiden Lane. New York. N.Y. 10038

ontinental Insurance Compames subsndnanes of The Continental Corporatlon
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OUR NAME IS Ex-banker stresses
GETTI“G ARO“"D. A& A Service image

NEW YORK—William Farley,
the new senior vp of finance at

Peter T. Badolato Alexander & Alexander Services

Inc., is stamping the “services” part
Pa?kage Manager_ of the name in boldface.
17C0 Commerce Drive : Formekzl'l:,(r: an bintel:natilc&nal f{;lanlz
i 1 0\ cier wit itibank in New Yor
Atanta, Georgla 30318 and Citicorp in Europe, Mr. Farley
(404) 355-9400 has a mandate to lead the bro-

e kerage into a new expansicn of fi-
Telex: 804309 nancial services and long-range di-

; . versification.
Aﬂanto |nt9fn0ﬁ0nﬂ| : “We znew the time had come to
Insurance Company get someone with a broad back-

ground in international finance
and banking,” explains A&A Presi-

~ - dent John A. Bogardus. “We need
The perSOHal touch in : that kind of input if we expect to

Y v e grow and diversify.”
Propel‘ty / Lasualt3 I'I]bUI ance. T A&A is near the forefront of a

NOW — from the #1 source of insurance protection
for the Guard Service industry —

A Big Difference in
WORKERS' COMPENSATION
COVERAGE!

Because Workers’ Compensation is so misunderstood,
the chances are many of your insureds might be unaware
that there can be a big difference in plans and costs even
if they are in a standard market — but particularly if they
are in assigned risk pools or state funds.

Now, in this continuing soft market, where the competi-
tion is fierce, here’s a double opportunity:

1. Protect the business you now have by offering a
viable Workers’ Compensation Safety Dividend Plan.

2. Capture new business by offering complete insurance
program — liability; fidelity bonding and Workers" Comp —
to Security Guard and Investigation Agencies.

This Comp. plan is underwritten by a major A-rated car-
rier and it is available in most states. Write today for com-
plete information, or call toll free 800-645-5820 (except in
New York) for complete information.

B@WNYARD

BROTHERS, INC.

i 20 Fourth Avenue, Bay Shore, New York 11706
f Toll Free (800) 645-5820 (except in New York)
nf In New York (212) 343-3333
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trend by the top brokers to expand
financial service expertise. Rollins
Burdick Hunter began the move in
April by choosing Charles Hall,
formerly executive vp of Continen-
tal Bank in Chicago, as chairman.

Like Mr. Hall, A&A’s Mr. Farley
is a new arrival to the insurance in-
dustry, and also like Mr. Hall, he
has stepped into a high-ranking slot
in brokerage management. Mr.
Farley reports directly to Mr. Bo-
gardus and is a member of the
firm's long-range planning com-
mittee,

He is the first A&A financial ex-
ecutive to be based at the New
York headquarters. All the others
are in Baltimore.

“It’s too soon to know exactly
where we are going to go,” Mr.
Farley says. “After all, I've been on
the job less than two months. My
first priority is to get a good work-
ing knowledge of the insurance
business before we start setting any
grand goals.

“But clearly A&A is a financial

Bill Farley

service company which has been
consistently expanding beyond the
bonds of the traditional insurance
brokerage and that expansion is
likely to continue,” he says.

Mr. Farley may also help A&A in
some brokerage plans that haven’t
quite taken off despite years of try-
ing. A&A has already planned ex-
pansion of insurance sales to finan-
cial institutions and a review of the
brokerage's plans to purchase or
merge with a British broker.

A&A’'s long-standing negotia-
tions with the Sedgwick Group col-
lapsed this summer under the
weight of international tax laws.

“Though my primary duties re-
late directly to A&A'’s own finan-
cial management and long-range
planning, it's possible that I might
be able to help out with our sales
and production efforts with finan-
cial institutions,” he says.

“With my banking background, I
may be able to give our staff some
pointers into what may be work-
able and what isn't.”

International finance, the issue
that toppled the A&A-Sedgwick
negotiations, is also one of Mr. Far-
ley's specialties. He is likely to join
the A&A team that is looking for a
financial partner in the British in-
surance market.

“We haven't given up yet on
finding a partner in the U.K.
Though everyone has been talking
about access to Lloyd's as the major
goal of such a merger, we are very
interested in the retail brokerage
possibilities that can come from
owning someone in the U.K.

“I'll be helping out—as an ad-
viser, counselor and promoter, in
every way I can.” a
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‘Perry Mason’
to be spokesman
for independents

NEW YORK—The Independent
Insurance Agents of America’s
Joint Agency/Company Marketing
Program will switch from comedy
to courtroom drama in 1982.

The IIAA has signed television
personality Raymond Burr as the
star of a new series of national
ITAA television commercials and
print advertisements.

Mr. Burr, who has starred in
such programs as “Perry Mason”
and “Ironsides,” will speak to
viewers on the virtues of indepen-
dent agents from courtrooms and
other settings, IIAA officials said.

JAM commercials had pre-
viously revolved around comedic
situations emphasizing efficient
claims handling and more-than-
one-insurer representation.

Next year, the multiinsurer
theme will be retained, but it will
be given in a testimonial format
featuring Mr. Burr.

Goals of the JAM campaign re-
main the same:

® Create in the public mind a
clear understanding of the differ-
ences between direct writers and
the independent agent.

e Convince insurance consum-
ers that they will be treated with
greater professionalism and
achieve greater value coverage
through a wider selection of rates
and coverage.

® Increase consumer awareness
of the national network of the
more than 34,000 member agencies
and 126,000 member agents repre-
senting the ITAA.

The JAM program has come
under attack in some areas, how-
ever. Insurers and agents alike
have criticized the program for not
clearly getting its point across.

The insurer reaction to the 1982
programming was enthusiastie,
though, counters IIAA President
Robert Reynolds.

“When we first broke the news
of our negotiations with Mr. Burr,
the reaction was both enthusiastic
and supportive. The company exec-
utives responded with strong ap-
proval for the use of Mr. Burr as a
commercial spokesman for the as-
sociation,” Mr. Reynolds said.

“His stardom, his credibility,
even his long association with an
independent agent, who has been
handling his rather extensive per-
sonal and commercial lines insur-
ance needs for more than two dec-
ades, pointed to the perfect spokes-
man for the message we wish to
make.”

Lawson L. Swearingen, Com-
mercial Union Insurance Cos.
chairman, confirmed that CU was
pleased with the switch to Mr.
Burr, adding that the new cam-
paign will make it easier for agents
and insurers to present a united ad-
vertising front.

“Our goal has been to support the
independent agents because it’s the
only distribution system we have,”
he said. “We feel agents need more
than just an advertising program—
things like competitive products, a
cost-effective system, financial aid,
education programs and the like.
Still, we support the idea of a JAM
program.

“We care about the content of the
program because we try to coordi-
nate our ads with theirs to some ex-
tent. The current program was
pretty much designed before they
sought out insurance companies to
provide funding,” he added.

“Initially, that was all right with
us because we have been more in-
terested in the program than the
content. Down the road, however,
that will change and we will be
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more interested in the content. We
think having Mr. Burr will help the
program.”

ITAA expects to spend about $9.6
million on JAM in 1982. Television
commercials on the three major
networks will be supplemented
with one- and two-page print ads in
Life, Time, Newsweek, U.S. News
& World Report, Business Week,

Other state groups plan ads

In acdition to Wisconsin and Indiana (see stories on following
pages), several other state associations are increasing their statewide
advertising expenditures.

The Independent Insurance Agents of Connecticut is tying in with
the nat:onal JAM campaign, running four ads in various newspapers
throughout Connecticut. The first ads will run in September, says
Execut:ve Vp James R. Mathews,

In Ar-izona, the state association is spending $50,000 on a kickoff
campaizn that will use state university football coaches on television
and bil.boards to tell the independent agent’s story.

According to.Joe Smith, an Arizona agent who heads the group’s
advertising committee, the program is needed to explain to consum-
ers that they have a choice. In the ads, the football coaches tell why
they use independent agents.

The 350,000 budget comes entirely from operating surpluses built
by the association, Mr. Smith says. In the future, however, the asso-
ciation will probably ask agents to hike their dues to pay for it.
Attempts to get local insurers to contribute are being considered.

“Before we decided to do this, all we ever got for advertising is
$5,000 or so,” he says.

“You can’t do anything with that. That’s chicken feed. So this year
is the test. I hope our agents will be so proud of the program that
they w1l want to raise dues to finance it.”

Money and Sports Illustrated.

[ Raymond Burr

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

We call it reascnable. Because there are
indeed reasons why you might lose your next
group life case if we're not involved. The best
reason is your competitor will get the case
instead.

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

Best combination of price, product
and commissions

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

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

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

What'’s even more unusual are the commis-
sions we pay. They're about the highest in the
industry. With full vesting.

But low rates are just the icing

If low rates were all we offered, we wouldn't ke
as successful as we are. But low rates are just
the icing. Our product is the cake.

“If you don’t

group life

Manhattan

the

Bill Flynn, CLU,
Senior Vice President

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

Guaranteed issue of $500,000*

This is the most important feature of AEGLI.
In groups with 10 or more lives, we'll write up
to $500,000 per life guaranteed issue. Or,
your client can opt for up to $300,000 per life
with a short-form health statement if there are
only 1-9 lives. Just think how many medical
examinations can be avoided with this guar-
anteed issue program.

High level AD&D benefits

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

Spouse only insurance

We may be the only company writing spouse-
only insurance nationally for amounts up to
the face amount carried on the employee. If
there are 100 insured spouses in the group,
we will even consider guaranteed issue.

This is a huge market and is popular with
employers because it is usually sold on an
employee-pay-all basis.

*Each case subject to home office acceptance of appli-
cation. Benefits may be limited by law in certain states.
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WE‘VE GOT THE WINNING LINE-UP

By @___-'_-

GWES YOU MORE THAN ONE CHOICE
InOszancant Agen

Source: Independent Insurance Agents of Wisconsin

big advantage for the buyer.

The advertising campaign sponsored by the Independent Insurance
Agents of Wisconsin stresses that the agents’ flexibility can be a

Wisconsin agents believe
national ads not enough

MADISON, Wis.—National
agency advertising campaigns
aren't enough. State associations
must bring those campaigns to the
local level, says Paul H. Mast.

Mr. Mast, executive director of
the Independent Insurance Agents
of Wisconsin, says the IIAW is run-
ning an advertising campaign that
attempts to reach consumers with a
“Between You and I" theme.

The campaign was inspired by
the belief of Mr. Mast and other
IIAW staff members that local
agents have been traditionally re-
luctant to tie in with national
agency advertising.

Mr. Mast says he knows of agents

who did not even remember re-
ceiving the Joint Agency/Insurer
Marketing kit mailed by the Inde-
pendent Insurance Agents of
America, even though they were
sent to all member agencies.

The JAM program funds na-
tional commercial advertising with
financial help from member insur-
ance companies.

“We've got to get advertising
participation among the local agen-
cies,” Mr. Mast says. “We hope to
do that by bringing the campaign
closer to home.”

Like JAM, the Wisconsin

et your next

quote from

Life, you may lose

case.”

Voluntary life

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

Custom-made industry rates
and discounts

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

The industries include: architects; attorneys;
banks; CPA's; consulting computer and
engineering firms; physicians and dental
offices; clinics; hospitals; and firms with a large
percentage of female employees.

MANHATTAN L

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

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

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

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

GROUP PENSION

The Manhattan Life Insurance Company

=4 111 West 57th Street, New York, NY 10019
i A Company of

Agent/Company Advertising Pro-
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gram is funded by both local agen-
cies and insurers. The goals are
much the same as national JAM: tc
educate the public about the differ-
ence between direct writers and in-
dependent agents and convince
themn that the independents repre-
sent their best possible choice,

The campaign includes both gen-
eral agency newspaper ads, other
newspaper ads that reflect the
theme but allow for the local
agent’s photo and both general and
personalized radio ads. The 1981
budget is about $120,000, with about
$105,000 actually being spent on ad-

. vertising time.

Participating insurers are pri-
marily smaller companies with
strong Wisconsin bases. Insurers:
include companies like Wisconsin
Farmers Mutual Insurance Co.
Midwestern National Insurance
Corp., Tower Insurance Co., United
Fire & Casualty Co., Dairyland In-
surance Co., Sheboygan Falls Mu-
tual Insurance Co. and Badger Mu-
tual Insurance Co.

Mr. Mast said the IIAW worked
to eliminate the “negative” ap-
proach that it felt was being used in
the national campaign. In the prin
campaigns, direct writers aren'i
really mentioned. The ad just out-
lines in three or four paragraphs
the advantages of dealing with an
agent that can choose among sev-
eral insurers.

“We've gotten tremendous re-
sponse to the ads, particularly tc
the theme,” Mr. Mast says. “It isn'l
grammatically correct, but it does
get people to notice it.”

The ads were scheduled to run
on the Milwaukee Brewers baseball
radio network this summer plus 3
15-time run in 33 Wisconsin news-
papers. The baseball strike forced
the association to change its plans
somewhat, however, running their
radio ads on both Green Bay Pack-
ers and University of Wisconsin
football broadcasts this fall.

The program will continue next
year, but there will be some
changes in funding, Mr. Mast says
Currently, about 50% of the IIAW’s
agents contribute to the plan based
on a percentage of income. Next
year, however, the IIAW wants
total involvement.

“Many agents are benefiting
from the program, but only about
50% are contributing to it. That's
just not fair. We think this is a very
important program, so next year
agents will be forced to participate
if they want to remain in the asso-
ciation. The fee will be separate
from dues, and we've haven’t used
the term ‘mandate’ so far, but that's
really what we mean.

“I'm talking to several agents
who would rather not participate.
We've got to convince them te
change their minds.”

Mr. Mast says he doesn't feel the
local program and the national
campaign conflict, although he says
he has gotten some negative com-
ment from ITAA staff.

“We're not in competition,” he
says. “Some feel we're robbing the
coffers of the national campaign by
going to the local insurers for
funds. But with many of them, they
wouldn’t give the national cam-
paign money even if we asked
them for the ITAA. They want the
local participation where the geo-
graphic emphasis is the same as
theirs and they can have specific
input in the type of ads that go

TR |
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_ Indiana agents’
Agents bring
the most unusual

the advertising blitz
usiness problems )
ik stresses local firms

mactizl arts school — where can you find
the urique coverags he needs for purticipat-
ing students, the irstructors and the prem-
ise? You'l find it ¢t Rhulen — North Amer-

INDIANAPOLIS—The Indepen-
dent Insurance Agents of Indiana's
$125,000 state advertising program

preceded the national association’s
effort, but the goal is the same: to

' ica's #1 specialty imsurance agency. We can
provida z arogram ccvering comprehensive liability and accident medizal insurance, packaged and
tailored tc meet al. individual situations.

We ve seen solving ha-d-to-insure problzms such as this for the pas: 48 years. Our specialized staff
has a sourd understanding of your neads. Whether ycu need coverzge for gymnastics or martial arts
schools, ki areas, Forse-rzlated operazions — o- even camps, colleges cr universities — you can rely
on Rhaulen for uniquz, innovative programs.

RHULEN AGENCY INC

217 Broadway. Monticello, New York 12701
Cffices from coast Lo coast and in Canada
(914) 754-8(00 « (212) 924-1950 » Dutside New York State (800) 431-1270

reverse the flow of business to the
direct writers.

“About three years ago, our asso-
ciation became very concerned
about the inroads of the direct writ-
ers,” says Jack Miller, an agency
advertising specialist who works
closely with the ITAL

“When the association did a
study of our business we found that
between 1973 and 1978 we had

Flexibility
malkees it worlk.

| The ability to change shape,

and size to accommodate your
needs is what makes the rub-
berband indispensable. It's
called flexibility.

And flexibility is what
makes Schinnerer's Hospital
Liability Plan work for your
clients, too, whatever their.,pro-
fessional liability insurance
needs.

Schinnerer's program can
be designed to serve large or
small facilities; and can provide
primary coverage or eXcess Cov-
erage with or without umbrella.
Our program can accommodate
full occurrence or claims-made
policy forms, one institution or
groups of hospitals. We can
provide professional and com-
prehensive general liability cov-
erage, and almost any limit and
retention combination your
clients may be interested in.

And best of all you'll be
dealing with a company you
and your clients can have faith
in. Victor O. Schinnerer & Com-
pany, Inc. has been in the field
of professional liability insur-
ance for more than two decades.
And as well as our highly skilled
underwriters, we have risk con-
trol specialists, actuarial con-
sultants, claims management
experts and attorneys who can
lead you safely through the
mine-field of securing custo-
mized coverage for your clients’
facility.

So when you're thinking
about Hospital Liability cover-
age remember what makes the
rubberband indispensable—
and think of us.

Viceor O

Schinnerer
& Company inc.

Program Administrators

& Underwriting Managers

The Standard of Excellence.

Applications for business
accepted through all licensed
casualty agents and brokers.

dropped more than 4% in personal
lines and 3% in commercial busi-

ness.

“So we set about to design a pro-
gram that was not only sorely
needed but could draw together the
marketing efforts of both our agen-
cies and the local insurers.”

A five-year plan funded by both
insurers and agents that would
spend $250,000 in its first year on
television, newspapers, radio and
billboards was the result. First ef-
forts to obtain funds were only
about 50% successful, Mr. Miller
says, but ITAI bought ads on 17 dif-
ferent television stations, 69 news-
papers, 51 radio stations and 64 bill-
boards.

Fourteen regional and Indiana
insurers contributed to the pro-
gram. Thirty agencies contributed
on their own, as did 10 local asso-
ciations and 10 individual agents.

Phase I was launched in April.

“Before you can increase your
share of the market, you must in-

“You must increase
your share of the
buyer’s mind,’
Jack Miller says.

crease your share of the buyer's
mind,” Mr. Miller says. “We
wanted to get the independent
agent symbol tied into their
minds.”

To do that, the association turned
to a theme of “I switched” or “We
switched,” featuring individuals
who had switched their insurance
from direct writers to independent
agents. The advertising emphasis is
on the agent’s ability to choose dif-
ferent policies, among other fac-
tors. Mr. Miller says he wanted to
get the message across to buyers
that there is a choice.

Like his Wisconsin counterparts,
Mr. Miller says there is a place for
the local agency-company funded
campaign. F

“I'm certain the national associa-
tion would like to see all the money
come to them,” he says. “But what
we are doing involves more insur-
ers than they could expect to get on
a national basis. We deal with do-
mestic and regional firms who
want local control of advertising
that will affect the property/casu-
alty business written right here in
Indiana.”

For the remaining years of the
five-year plan, Mr. Miller says he
knows the association will have to
work as hard or harder than in the
past for funding.

“The second and succeeding
years of a project like this are the
toughest years,” he says. “I antici-
pate, though, that more agents,
companies and local associations
will react to the fact of the cam-
paign rather than the theory and
contribute.”

There is no move to make those

5(28 Wisconsin Avanue, N V. 40 Wall Stret 55 E. Juckson Boulevard 595 Market Stroc: contributions manditory, however.
Wasrirgion, D.C. 2016 New York, New otk 1005 Clicago, Winois 60604 San Francisco. CA 94105 “We want i n strictl
(2021 386-2850 (212) 344 1000 (3122391202 (415) 495 3141 t it to be on a strictly

volunteer basis, at least at this
peoint,” Mr. Miller says. “I don’t
know if you can really force every-
one to participate. Those who con-
tribute are those who will get the
most out of it because they will do
more tie-ins themselves.” [




Insurer offers its agencies
investment income share

SAN DIEGO, Calif —Agents and
brokers who complain that insurers
don’t include investment income in
agency commissions now have an
example to point to.

Insurance Co. of the West, an in-
surer that taps about 600 agents in
California, will share its invest-
ment income with agents through
its profit-sharing agreement, says
[CW President Karl Koch.

“Competition today has forced
carriers to operate at higher-than-
traditional loss ratios,” Mr. Koch
says. “While the companies trade
off this ratio for increased invest-
ment income, the agent's profit-
sharing suffers as his underwriting
profitability decreases.

“ICW decided that today’s opera-
tions required a sharing of invest-
ment income with the agent if the
producer is to remain strong and
competitive.”

The ICW program applies an in-
vestment income factor to a pro-
ducer’s earned premium. in the
profit-sharing calculation. Mr.
Koch says qualifying producers
could add 10% or more to their
profit-sharing checks:

® The agent’s earned premium
in eligible lines will be multiplied
by the investment income factor.
This rate will be used to calculate
the maximum qualifying loss ratio
and to calculate the agent's profit-
ability.

® The investment income factor
is the insurer’s after-tax invest-
ment income as a percentage of the
company’s net earned premium
(for lines included in the profit-
sharing agreement).

All ICW producers are eligible
for the program with a minimum
premium commitment of $30,000 in
eligible lines. However, if agents
don’t reach $50,000 in premium,
they are still eligible for the in-
surer’s regular performance bonus,
Mr. Koch adds.

Excluded lines primarily include
workers compensation risks, but

also group or mass merchandising |

business, excess/surplus lines,
surety and excess or umbrella lia-
bility coverages.

ICW has received more than 200
responses to its offer containing the
new profit-sharing contract. It is
presently canvassing its other
agents to determine why they
haven't accepted the plan, he says.

The insurer also offers its agents

Agents of Illinois

set convention plan

PEORIA, Ill.—Discussions of
agency perpetuation by Harry F.
Brooks and the national scene by
IIAA President-elect Robert R.
Treweek will highlight the annual
convention of the Independent In-
surance Agents of Illinois Oct. 25-28
in Peoria.

Mr. Brooks, assistant dean at the
Center for Management Studies at
Miami University in Oxford, Ohio,
will talk about agency perpetuation
on Oct. 26. Mr. Treweek will speak
on national issues confronting
agents.

Other sessions include:

e Don't talk about it, do it—
led by Grant G. Gard, an author
and humorist from Omaha, Neb.

e ‘8-0-0, An agency manage-
ment workshop for independent
insurance agents—led by Gary B.
Holgate, president of Holgate & As-
sociates in Fort Worth, Texas.

® Current developments in
the insurance industry—led by
Andrew J. Polarek, vp of sales for
Transamerica Insurance Services
in Los Angeles.

@ The role of the Illinois De-
partment of Insurance—led by
Philip R. O'Connor, director of the
Illinois Department of Insurance. =

A/BT

a bonus commiss:on for early ac-
count payment, he says. For pay-
ment 15 days early, the producer
deducts 0.5% of the net premiums
due as a bonus commission. The
percentage increases to 1% for pay-
ment 30 days early and 1.5% for 45
days.

Special deposit slips allow pro-
ducers to deposit payment :n any
Bank of America branch and re-
ceive credit from that time.

Depending on the commission
rate, agents could receive up to a
30% increase in their commissions
under the plan, Mr. Koch says. =
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OUR NAME IS
GETTING AROUND.

James M. Wilson
Vice President
Casualty Division

1700 Commerce Drive

Atlanta, Georgia 30318
(404) 355-9400
Telex: 804309

@ Atlantainternational
Insurance Company

The personal touchin
Property/Casualty Insurance.

Group insurance problems?
Talk to the man with the

secret weapon.

If your group insurance is more
roblem than payoff, talk to a Pilot
ife Representative. You'll find out

how our secret weapon can make
your life a lot easier.

We call it PACE. Pilot's Automated
Claims Evaluation System. It's a
computerized system that provides
instant response to any questions
youand your employees might
have concerning _ —
your Pilot cover-
ages. It gives
quick turn-
around on
claim pay-
ments and
settle-
ments.
Even pro-
ducesa
detailed
explana-
tion of
benefits
so that
you know
exactly
what
you're
receiving,
and why. Itsaves you time . .. and
gives your employees the kind of
service they deserve.

PACE represents the future of
group insurance claims handling.

ut we have it now. No wonder
we're a national leader in group
insurance Elanning. Pilot Life
Insurance Company, Greensboro,
N. C. In the top 3% of the world's
leading insurers. Life, Group,
Health, Pensions, Equity Products.

Pilot
Life

i
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AUTO DEALERS ONLY

BEEN SHOT DOWN LATELY?
CALL FOR DEALER COVER.

® Exclusive Auto Dealer MGA.
® Knows How to Fight Competition.

® Knows How to Support its Producers.
® Knows How to Keep Dealers Happy.

Call or write: Randy R. Foster, Sales Manager.

coy,
¢ S@I

P ==

21535 Hawthorne Blvd. Suite 322. Torrance, CA 90503 (213) 540-9221

Presidential aide to speak
at PIA’s 50th convention

WASHINGTON—Agents attend-
ing the 50th anniversary conven-
tion of the National Assn. of Pro-
fessional Insurance Agents will
learn firstt.and the wisdom of “sup-
ply-side” ezonomics from presiden-
tial adviser Arthur B. Laffer.

Mr. Laffer is godfather of the
controversial Kemp-Roth tax pro-
posal. His experience ranges from
academia to advising the federal
government and the private sector
of business economics.

Besides teaching business eco-
nomics at -he University of South-
ern California, Mr. Laffer has been
a consultant to the U.S. Depart-
ments of Treasury and Defense and
a financia’ analyst with the Ford
Motor Co.

He will address convention dele-

“Bore me with underwriter talk? Don't be silly —
I wasn't even listening’’

Being a skilled listener is surely a virtue. inous underwriter about our new property
And when the subject is underwriting, and liability package plans for business-
you'll find that Bituminous’ professional owners, contractors, energy companies and
underwriters not only have the authority commercial fleet operators. In business
to act but they try very hard to eliminate insurance—Bituminous means service.

long delays and cut through red tape. Our

- 2]
approach to underwriting is built on the U Bltumm GEANEErTE N

foundation of good service. Ask a Bitum-

Home Office: Rock Island, 1llinois 61201

Branch and Production Offices: Atlanta, Baltimore, Birmingham, Charlotte, Chicago, Columbus, Dallas, Denve-,
Des Moines, Indianapolis, Kansas City, Louisville, Memphis, Milwaukee, Minneapolis, Nashuville,
New Orleans, Omaha, Philadelphia, Pittsburgh, Richmond, Rock Island, St. Louis, Southfield.

A/BT

gates as a summary speaker follow-
ing the government/industry panel
session Oct. 14.

The annual convention, to be
held Oct. 11 through 14 in the
Sheraton-Washington, also will
feature the following education se-
minars:

@ Preventing the E&O claim
—taught by Duane A. Valine,
Hackett, Valine & MacDonald Inc.,
Burlington, Vt. Also speaking on
this subject is William H. Raus-
chenberg Jr., Fickling-Walker
Agency, Atlanta, Ga.

e Motivation of staff and The
art of time management—Art
Levy, Art Levy & Associates, Palm
Harbor, Fla.

e Agency advertising—Com-
ing out of the crowd—Richard L.
Doyle, Richard L. Doyle Associates,
New York.

o You can do something about
your taxes—Gerald L. Lenrow
and Charles R. Meyer, Coopers &
Lybrand, New York.

e Putting a lot of life in your
agency—Dave Goodwin, consul-
tant and columnist.

e Retirement options—George
A. Simpson, Buchanan & Co.,
Washington.

@ Cash management—Louis R.
Mobley, Mobley & Associates, Elli-
cott City, Md.

e Everything you always
wanted to know about franchis-
ing—Philip Margolis, Philip Mar-
golis & Co., Huntington Woods,
Mich.

¢ In one hour, double your
reading rate for life—Joyce Tur-
ley, Dimension Reading Inc., State
College, Pa.

® What to expect in the '80s—
Roger H. Sitkins, Holgate & Associ-
ates, Fort Worth, Texas.

Special seminars are also
planned for agents interested in be-
coming involved in state legislative
activities,

Registration and reservation
forms for the PIA convention are
available from the PIA, 400 N.
Washington St., Alexandria, Va.
22314 ]

PIA courses

accredited

WASHINGTON—Agents wish-
ing to obtain a college degree may
now use credits from courses spon-
sored by the National Assn. of Pro-
fessional Insurance Agents toward
accredited programs in New York
state.

A special arrangement between
New York's Regents External De-
gree Program and the PIA will

.allow association courses to be used

toward accredited associate and
bachelor’s degrees.

“This new arrangement provides
our members with a golden oppor-
tunity to pursue a non-resident, ac-
credited college degree by using
PIA and certain-other courses,”
said Francis P. Flood, PIA's vp for

-education programs and insurance

services.

The external degree program
grants college degrees to students
who can demonstrate college-level
knowledge and fulfill requirements
through college course work, profi-

.ciency examinations, -evaluated

courses offered by business and in-
dustry, military education and spe-
cial assessment.

PIA has more then 2,000 mem-

‘bers in New York state who could

be eligible, Mr. Flood said. ]



Market competition
dominates topics
at [IAA convention

HONOLULU—Approximately
4,500 members of the Inde-
pendent Insurance Agents of
America are expected to attend
the group’s 85th annual convention
Sept. 18-24 at the Sheraton-Waikiki
Hotel.

The convention will include
three general sessions and 12 work-
shops. and seminars, all with a
heavy emphasis on the competitive
insurance marketplace and its im-
pact on the agent and insurer.

After two days of meetings.of the
National Board of State Directors,
the first general session on Sept. 20
will feature O.D. Oliphant, director,
vice chairman and chief operating
officer of Fireman's Fund Insur-
ance Cos. He will offer a view of
the marketplace that will include
implications of
the market com-
petition, its
probable dura-
tion and lasting
effects on the in-
dustry. i

Mr. Oliphant
also will discuss
what changes
agents and in-
surers must
make in their
operations for both to remain com-
petitive and profitable in years
ahead.

Later that morning, IIAA Presi-
dent Robert Reynolds will moder-
ate a panel on critical issues facing
agents. Participants include Mech-
lin D. Moore, president of the In-
surance Information Institute; T.
Lawrence Jones, president of the
American Insurance Assn.; and
Daniel J. McNamara, president of
[nsurance Services Office.

The general session Sept. 21 in
producer compensation and salary
administration will be led by Dr.
Emmett Vaughan, associate dean of
the University of Iowa. Other edu-
cational sessions include a seminar
on life and time management by
Dr. Ivan Fitzwater, president of
Management Development Insti-
tute, and a panel discussion on
franchises, which will include
franchisors Thomas J. Ryan, presi-
dent of ISU Cos., and Paul J.
Burger, president of ICA.

A second set of educational ses-
sions Sept. 22 will include a panel
discussion led by IIAA General
Counsel Emeritus John F. Neville
on agency purchasing, selling,
merging and perpetuation. Other
sessions will include help in keep-
ing physically fit and an overview
of sales management strategies by
John Young, senior vp of Robins &
Weill Inc.

On Sept. 23, Jay Frank of the
Cohen-Seltzer Agency will lead a
panel discussion on surplus lines
for the small agent. Panelists will
include William Goldman, presi-
dent of Horan Goldman Cos.;
David Anderson, president of An-
derson & Murison Inc.; and John
Crowther, president of John W.
Crowther Inc.

Other sessions that morning in-
clude a discussion of workaholism
by Dr. Bruce Baldwin, director of
Dynamics Consultation Services,
and effective listening by Leon
Schor, the IIAA's assistant director
of education.

The convention will conclude
Sept. 24 with a session on agency
automation featuring Irwin Kelson,
independent consultant and former
chairman of the Insurance Institute

Ryan

A/BT

cers will follow Mr. Kelson'’s pre-
sentation.

More than 50 exhibitors will also
show their wares at the convention
between noon and 6 p.m. Sept. 19,8
am. to 12:30 p.m. Sept. 20 through
Sept. 23 and 8 a.m. to noon Sept. 24.

Convention brochures can be ob-

tained from the IIAA Convention.

Department, 85 John St., New
York, N.Y. 10038; 212-285-4276. =
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Tailored Policies
Competitive Rating

Safety Dividends on
Most Plans
Open Marketing thru
Any Agent Broker

Profitable Commissions
Prompt Quotations
n

The Group Marketing Fioneers!

Offer a better mousetrap!

Find out about our Industry Aimed Programs

supported by Trade Group Sponsorship.
l JEWELRY BUSINESS OWNERS

LADIES/MENS WEAR
RETAILERS PLAN

3 BOAT DEALER PAK
BLASTERS AND =
EXPLOSIVE CONTRACTORS

PLUMBERS AND
SOLAR CONTRACTORS

Protected Territories on 20-plus other Sponsored Programs

MARKETING MANAGEMENT, INC.

2060 OAK MOUNTAIN DRIVE ¢ PELHAM, AL 35124
Call Toll Free: Agency Dept. 1-800-633-6068 for Brokers Kits.

A penny saved
can cost

you money.

, You may be able to find Profes-
sional Liability Insurance Coverage
for your architect or engineer clients
for less money, but you won't find a
program that works as hard or does
as much for them as CNA's Archi-
tects’ and Engineers’ Professional
Liability Insurance, administered by
Victor O. Schinnerer & Company,
Inc.

That's because we’ve been in
the business a lot longer than any
other company that provides this
type of coverage. We've worked every
step of the way with The American
Institute of Architects and The Na-
tional Society of Professional Engi-
neers to develop a program that
answers their specific needs. We
created the Office for Professional
Liability Research to compile data
that can help them avoid profes-
sional liability claims. We consult
on contract liability issues, publish
loss prevention articles, conduct
seminars, and speak at local and
regional chapter meetings. The
Schinnerer/CNA program has a staff
of claims specialists across the
country waiting to assist you and
your clients.

And that's only part of the story.
Ours is the most comprehensive
professional liability insurance pro-
gram available, with special features
like the Deductible Credit Plan, First
Dollar Defense Cost Coverage and
Fully Retroactive Coverage.

So when you're looking for Pro-
fessional Liability Coverage don’t
forget to check what you're getting
for the money. What you give up to
save a little now could cost a lot
later.

The CNA Architects’ and Engineers’ Professional
Liability Program is commended by the American

Institute of Architects and the National Society of
Professional Engineers/PEPP.

Schinnerer

The First Is Still The Best

Program Administrators
& Underwriting Managers

for Research. A speech by Capt.
Gerald Coffee, a Navy fighter pilot
and former Vietnam prisoner of
war, and installation of new offi-

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

40 Wzll S.re=
New Yotk. N.* 13003
Phone: 212 324-1000

595 Market Street
San Francisco, CA 94105
Phone: (415) 495-3444

55 E. Jackson Boulevar¢
Chicago, lllinois 60604
Fhone: (312) 391202
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BOSTON —If George Frazier
. leaves his zgency relations post at
Commercial Union Insurance Cos.
early next year, he will probably
feel he has azcomplished his task.

But CU thinks Mr. Frazier may
have found a continuing mission.

When Mr. Frazier took the posi-
tion of sen.or vp for agency rela-
tions at CU, ne told friends that this
was finally his chance to put his
money where his mouth was
(A/BT, Feb. 4, 1980).

A past president of the Indepen-
dent Insurence Agents of America
and president of the Anderson-
Frazier Insurance Agency cf Hope,
Ark., Mr. Frazier looked at the po-
sition as an interesting expariment
to see if h:s long-standing beliefs
about agency/insurer relations
could be p it to work.

He was -0 become involved in

Photo: Christopher Morrow
Mr. Frazier says he plans to return to his insurance agency soon.

CU’s plar.ning, giving an agent’s
views of rew programs, compensa-
tion methds, agency contracts, ap-
pointmen s and financial programs
... to “look at things from an
agency pcint of view, while at the
same tims relaying agency sugges-
tions to oLr management.”

Mr. Frzzier says he has accom-
plished many of his goals.

“T've been very satisfied with my
role here ” he says. “Perhaps the
greatest surprise was the willing-
ness of tk2 rank-and-file Commer-
cial Unicn departments to accept
an interlooer in their midst.

“I think I've been able to help
CU on many programs in all areas

Why on earth would an

independent agent tie himself down

to one company?!

INAs COMPAR agent

George Frost speaks his mind:

“Becoming a COMPAR agency has
produced two major benefits for us: a big
jump in our annual written premiums,
and much lower operating costs. By let-
ting INA handle all of our P&C business,
less time is spent trying to get business
placed and more time writing new ac-
counts. That’s one reason our premium
volume has more than doubled in five years
with COMPAR. Meanwhile, our operation:
is 15% more efficient than before because
now only a single set of underwriting forms is
used. Best of all, we've enjoyed this tremendous
growth while remaining completely independent.
Tied down? Hardly. I only wish we'd jecined INA's
COMPAR program years sooner.” 4

INAs COMPAR program enables se-
lected agents to enter into an agreement
with INA for all of their P&C business.
To learn more about qualifying as a
COMPAR agency, contact Sal G.
Calleri, Vice President, Insurance Com-
pany of North America, 1600 Arch
Street, Philadelphia, PA 19101.

INR

| The Professionals

t of the Frost Insurance Agen
dersonville, Tennessee

CU thinks agent’s input is big contribution

of agency relations—business
plans, co-op advertising and pro-
ducer programs,” Mr. Frazier adds.
“The success of those programs,
however, is not only because of me.
Much of it is the result of (Chair-
man) Lawson Swearingen'’s agency
experience and the leadership of
(President) Howard Ward.”

Despite his sense of accomplish-
ment, however, Mr. Frazier feels it
will soon be time to move on and
resume day-to-day control of his
Arkansas agency.

“I'm going to stay a few months
more, primarily because we're in
the middle of revising the CU busi-
ness plan. We're adding some new
things, like model producer con-
tracts and career path plans, that
aren’t in the plan now.

“But by early next year, I see the
need to go back to my own shop,”
he adds. “There are things that I
have probably been neglecting for
too long.

“When I came here, it was just on
a handshake with Mr. Swearingen.
I don’t have a contract and am not
part of any management programs
or retirement plans. All I have got-
ten is my salary. It's time to go back
to my agency and work out some
things for my future.”

CU Chairman Swearingen says,
however, he doesn’t think Mr. Fra-
zier will leave CU just yet. New
challenges have caused him to de-
cide to stay in the past, he adds.

“No matter what happens, how-
ever, I think he has been every-
thing we need and more,” Mr.
Swearingen says. “A big contribu-
tion was speaking at about 25

Tve been very
satisfied with my work
here,’ Mr. Frazier says.

agency conventions last year, not
just for CU but in behalf of the
agency system. He’s also been the
father of our agency business plan
and has been responsible for the
producer adviser councils.

“With the business plan, Géorge
now has 500 agencies using our
system to determine where the
agencies should go and how to get
there. Other programs help with
educational and financial pro-
grams. The producer adviser coun-
cils were good before he came, but
George has really shown our peo-
ple how to get the most use out of
them.”

If Mr. Frazier decides to leave,
Mr. Swearingen says he will hire
another agent to fill the post. That’s
neceesary because many insurance
company employees have never
experienced first-hand an agent’s
problems, Mr. Swearingen says.

“As far as I'm concerned, there
will always be an agency type in
that slot. So many of us here in the
insurance companies have never
been down that road. For my part, I
hope that George will be with us
three or four years down the road.”

Mr. Frazier has told CU that
when he makes the decision to
leave, he will help the insurer find
his successor. One of the achieve-
ments that makes him most proud
is that the idea of an agency rela-
tions department is catching on.

“A little while back, I got a call
from a recruitment agency that
said they knew I was.nearing the
end of my planned term here and
wanted to know if I wanted to per-
form the same role for another
company,” he says. “I, of course,
said no. But the important thing
wasn't the offer to me. It just went
to show that other insurance com-
panies were becoming interesting
in the kinds of things we've tried to

.do here.” a



Continental tries
to forge strong ties
with independents

PISCATAWAY, N.J.—As ties
between insurers and agents
grow stronger, more insurers are
forming agency relations depart-
ments.

As head of The Continental In-
surance Cos.’ agency department,
C. Ben Buck Jr. is part of that
trend.

“What we're trying to do is work
more closely with our independent
agents,” says Mr. Buck, who as-
sumed his position July 1. “At Con-
tinental, prior to this most of the
agency relations work was being
done in the branches. There was no

A/BT

Buck reports directly to the senior
vp of U.S. cperations. In addition,
the regional production managers
will now report to Mr. Buck.
“Before I decided to take the job,
I had to make sure that it would be
something meaningful,” he says.
“I'm not a quiet person who just sits
around and only listens. I plan to
get involved in a wide range of ac-
tivities here.” ]
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OUR NAME IS
GETTING AROUND.

Samuel W. Mann, Jr.
Senior Vice President
Property Division
1700 Commerce Drive

Atlanta, Georgia 30318
(404) 355-9400
Telex: 804309

Aflantalnternational
Insqrcnce Company

The personal touch in
Property /Casualty Insurance. .

agency department as such in the
home office.”

Today, an agency liaison depart-
ment is needed to develop agent
training programs, asset-manage-
ment courses and other educational
offerings, he says. It can also listen
to agents and be a visible force in
meeting their needs.

“I've spent a lot of time with
branch offices and every one tends
to do things its own way,” Mr. Buck
says. “A company like Continental
needs a central location for this
kind of work to give a national flair
to things. We also can look at what
is happening all over.

“Maybe, for instance, an agency
is doing something in Boston that |
we would like to copy for agencies ]
in Phoenix. A local branch office in i
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‘Being on the company
side is an advantage,’
C. Ben Buck says.

Phoenix wouldn't necessarily
know what was happening else-
where. But we would and could
pass the information along.”

Unlike George Frazier, an inde-
pendent agent who holds a similar
position at Commercial Union In-
surance Cos., Mr. Buck has an in-
surer background. He has been
with Continental for 11 years and
has worked for a direct writer.

However, he doesn’t believe his
insurance company background
will cause suspicion among Conti-
nental’s agents.

“In this job I've got to respond to
agents,” he says. “We've all got to
look at Continental’s bottom line,
but I plan to be a visible force in
agency relations. I plan not only to
go to conventions, but to the agents’
individual offices to see what can
be improved upon.

“I think I can overcome the natu-
ral suspicion that a person with an
insurance company background
can't help the agent. I think being
on the company side is an advan-
lage in that during the past 11 years
['ve been able to really learn the ins
and outs of this firm,” he says.

An additional aid, he adds, is that
he has been involved with sales
and branch offices. Most recently
Western regional manager, he also
has held management positions in
Atlanta, Jacksonville, New York
and Chicago.

Now his major task is to build the
agency department. By the end of
1981, he hopes to have 20 people
working in the Piscataway office.
About 250 “special agents” in the
field also will have ties to the home
vifice, Mr. Buck says.

One of the first needs is more
2ducational offerings. Mr. Buck
says he wants to greatly expand
agency classes for next year.

The department will have enough
clout to get the job done, he adds. Mr.

£
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“From here in
San Francisco,
Pm handling
risks all across
the Pacific?”

Bill Worthington, President. IMCO,
Insurance Managemen! Corporation

“When one of my domestic clients asked
for help on an overseas exposure, |
hesitated. International seemed compli-
cated. | thought I'd be over my head. Then
Continental's international people stepped
in. They made it easy. Now I'm doing inter- A whole world of premium volume is out
national business all across the Pacific. there waiting for you, too. Why not let
Guam. Saipan. New Zealand. My premium  Continental’s international specialists and
volume has jumped substantially. And its network of 24 affiliates in 70 countries
what surprised me most was how simple help you get a share of this business?

it is. Continental’s people handie all the
details. Smoothly. And professionally. in
fact, | find | can handle my risks across the
Pacific as easily as across the street”

Interngtional lnsqrance:
Make it your business

subsidiaries of The Continental Corporation
80 Maiden Lane
New York, NY 10038
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Agents should secure ownership interests

The Independent Insurance Agents of
America recommends that insurance agents
secure an ownership of expirations clause in
every agency/insurer agreement to guarantee
ownership interest in the risks placed with the
insurers.

A good sample expiration clause would force
the agent’s insurer to guarantee that all risks
placed by an agent, even those directly billed
by the insurer, remain in undisputed owner-
ship of the agent.

The clause also protects the agent from los-
ing the marketing value of his business. For
example, an insurer should be barred from
using its records of policy expirations for sale,
service or renewal without the consent of the
agent.

The insurer must also be careful about how
it sells expirations to cover any money owed to
it by an agent, protecting an agent from losing
its client and book of business just because it is

behind in some premjum installment or minor
indebtedness.

In all cases, ownership of the book of busi-
ness should remain with the independent
agent.

“From this ownership interest flows much
of his independence and equity in his busi-
ness,” explains the IIAA “An Independent
Agent's Guide to Agency-Company Agree-
ments.”

The IIAA’s contract guide explains that
agents should:

@ Make clear that the agent’s ownership in-
terest in the business and the restrictions
placed on solicitations of that business are con-
tinually present and do not just arise upon ter-
mination of contract.

The wording in some contracts is very un-
clear in this regard.

@ Spell out in the agreement that the policy-
holder is not to be solicited by the insurer for

this or any other line of insurance or any other
product, and that the insurer is not to provide
any of this information, including the agent’s
work product, to another agent or broker.

Many current clauses are not near this ex-
plicit.

® Make sure the insurer recognizes the
right of the agent to continue to receive com-
missions at prevailing rates on business which
the insurer must renew ky either law or con-
tract.

@ Require the insurer to use reasonable
business judgment in selling any expirations to
meet indebtedness.

® Be permitted to furnish acceptable collat-
eral security to cover an indebtedness in re-
turn for the expirations.

® Specify that a differ=nce of opinion with
respect to balances owed 3y the agent does not
constitute a failure to pay or vest title to the
insurer.

Why MGICis covering
more andmore S&l’s with
its Blanket Bond insurance.

We entered the blanket bond market at a
time when many financial institutions were
plagued by unreasonable underwriting

requirements, unrealistic deductibles and

unjustified premium increases.

Now, more and more S&L’s are turning to
MGIC as the source for this vital coverage. They
can count on us because we have been
specializing exclusively in insurance for financial

institutions for 25 years.

We have brought a fair and realistic =
approach to bond rates and deductibles, and a o——
sensitivity to underwriting that reflects our Addr’;ss
extensive knowledge of S&L’s. City/State
This sensitivity and knowledge will be e o

P.O. Box 488

the security our blanket bond is bringing to
other savings and loans, contact your local
MGIC representative. Or return the coupon.

A.M. Bast rating is A+, XIV.

MGIC Indemnity Corporation BI197

Milwaukee, Wisconsin 53201
Send me more information about your policies

|
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|
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|
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for blanket bond and safe depository insurance. |
|
|
|
I
|
|

increasingly important as S&L’s continue to
diversify their operations and customer services.

So if you would like to know more about

MGIC

Specialized insurance for financial institutions.
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Contracts,
profit plan
guidance

NEW YORK—Hot market com-
petition makes agency/insurer
contract provisions even more im-
portant, says Josiah Welch, a con-
tracts expert with the Independent
Insurance Agents of America.

“We've come a long way in get-
ting the insurance companies to re-
alize the value of the contract pro-
visions that we have been support-
ing for the past few years and I'm
gratified, but there are still several
issues that are commanding our at-
tention,” he says.

“Many of our provisions have
been adopted in whole or part by
most of the leading insurers,” he
adds. “Some of our companies have
also learned that a good contract
gives them a competitive edge and
the ability to attract and hold
agents at a time when insurers are
anxiously pursuing business.”

Profit-sharing plans, however,
are still a weak point in most
agent/insurer agreements, he says.

“The traditional profit-sharing
agreement (which provides extra
compensation to an agent that
maintains a profitable book of busi-
ness) is virtually meaningless in
these days of cash-flow under-
writing. Insurers are writing to a
combined ratio of 108 and over,
using cash flow to make a profit.

“This may be fine for the com-
pany, but it doesn’t do much for the
agent who doesn’t receive profit-
sharing unless his business turns an
underwriting profit,” he says.

The IIAA is preparing a new set
of guidelines for agent compensa-
tion packages that will reflect
changes in the marketplace, Mr.
Welch says.

“There are several ways in
which we can produce a more sen-
sible way of compensating agents
in these times,” he explains. “The
first of, course, would be more up-
front commission to cover what the
agent isn’t receiving in profit-shar-
ing. Another way would be to re-
ward the agent based on the posi-
tive cash flow he brings to the in-
surer.

“If the companies are writing on
cash flow, then the cash flow, not
an underwriting profit, should be
the basis on which agents are com-
pensated,” he says. “Or the insurers
could be a bit more liberal in their
accounts payable practices to give
agents a little more time to hold
onto premium and develop cash-
flow advantages of their own.”

The major provisions of the
IIAA’s “An Independent Agent’s
Guide to Agency-Company Agree-
ments” remain the same as last
year, notes Mr. Welch, chairman of
the IIAA contracts committee and
principal of the Chase & Lunt Inc.
agency in Newberry, Mass.

The guide emphasizes the sanc-
tity of the agent/insurer contract
and suggests guidelines for how
contracts can be amended by insur-
ers. The book also describes how an
agent should be indemnified
against errors and omissions in
which the insurer participated and
how and when an agent contract
can be terminated.

“There has been no change in the
overall philosophy of our major
provisions,” he explains. *The con-
tract is still the force that defines
that agent/insurer relationship and
our latest guide, if anything, re-
flects some of the gratifying re-
sponse we have received from in-
surers who seem more reasonable
and aware of the real value of these
documents.” [}
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Goodheart takes
post in San Diego

Alun Goodheart has been
named risk management coordina-
or for the De-
partment of
Education in
San Diego
County, Calif.
[n this newly
created posi-
ion, Mr. Good-
heart will be
responsible for
the administra-
ion of the de-
partment’s risk
management program and the San
Diego County schools’ Workers’
Compensation Joint Powers Agree-
ment, which includes 42 member
school distriets in and around San
Diego. Mr. Goodheart, 33, is the
former risk manager for Santa
Cruz County, Calif. He has a mas-
ler’s degree in public administra-
ion from California State Univer-
sity at Dominguez Hills and is the
past president of the Council of
Self-Insured Public Agencies. Mr.
Goodheart will report to Robert J.
Cornelius, the administrator of the
Jepartment’s Internal Operations
Division.

Goodheart

* & W

City Investing Co. Inc. has
moved its risk management de-
partment from California to New
York and appointed Phillip L.
DeRosa director of risk manage-
ment. Gerald M. Goetz has been
named assistant risk manager, Ste-
ven Damsker has been appointed
manager of safety and loss preven-
ion and Geoffrey Ball has been
named claims manager. Mr.
DeRosa, 40, joined City Investing in
May and will report to Daniel D.
Lyons, executive vp and chief fi-
nancial officer. Mr. DeRosa’s re-
sponsibilities will include risk man-
agement for all of the company’s
domestic and international opera-
tions. He has a bachelor’s degree in
economics from Fordham Univer-
sity. He previously was assistant
risk manager with Merrill Lynch,
Pierce, Fenner & Smith Inc.

Mr. Goetz, 34, was formerly in-
surance manager for North Ameri-
can Phillips Corp. He has a bache-
lor of arts degree from Seton Hall
University in South Orange, N.J.
Mr. Damsker, 34, was formerly a
senior fire protection specialist
with Marsh & McLennan Protec-
tion Consultants. He has a bache-
lor's degree from North Carolina
State University. Mr. Ball, 41, was
assistant manager and licensed
general adjuster for Crawford &
Co. Mr. Ball has a bachelor of arts
degree from Bard College.

* * ®

Ronald J. Graybill has been
named risk and insurance manager
for Cessna Aircraft Co. of Wichita,
Kan. Mr. Graybill, 33, was for-
merly risk manager for Diebold
[nc. in Canton, Ohio. In his new po-
sition, he will evaluate risk expo-
sure and maintain insurance pro-
grams. Mr. Graybill has a bachelor
of arts degree from Kent State Uni-

O’Connor to speak
at CPCU meeting

CHICAGO—Illinois Insurance
Director Philip R. O'Connor will
speak on “Financial Regulation of
[nsurance Companies in Illinois” at
the Sept. 15 meeting of the Chicago
Chapter of the Society of Chartered
Property & Casualty Underwriters,

For more information contact
Fran Markwardt, 3550 N. Lake
Shore Drive, Chicago, I1l. 60657;
312-477-3985. Non-members are
welcome at the meeting. -

comings &
goings: buyers

versity and a law degree from the
University of Akron. Mr, Graybill
will report to David R. Edwards,
corporate general counsel and sec-
retary.

®

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

International Insurance
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Meeting the challenge.

=

In excess and surplus lines, as in space
technology, the achievers consistently meet
the challenge, no matter how great.

The Crowther People have met the challenge
in the handling of difficult risks, like the food
spoilage warranty coverage they developed
for a manufacturer of food freezers.

A challenge met with a successful solution.

Ask the Crowther People for a similar
solution to your next marketing problem.
They’ll meet the challenge.

Minneapolis, Minnesota 612-333-0361
Des Moines, lowa 515-243-1221
Omaha, Nebraska 402-393-2040
Sioux Falls, South Dakota  605-336-0960
Madison, Wisconsin 608-833-4567
Springfield, Missouri 417-887-0354

Bismarck, North Dakota
Billings, Montana
Boise, Idaho

701-223-1112
406-248-7183
208-336-7131

Denver, Colorado 303-753-0071
Topeka, Kansas 913-267-1222
Portland, Oregon 503-224-5081

Salt Lake City, Utah 801-328-3133

Crowther People =T
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Registration Form

Please enroll me in the Business Insurance
Communicating Employee Benefits Conference.

Name
Title
Company

Business Address

STREET

TIv STATE 7P
Phone

TAREA CODE]
Additional registrants:

NAME TITLE

NAME TITLE
O Enclosed isacheck for $3950r$___ for registrants
O Enclosed is a $50 per person deposit (Bill me for balance)
O Visa 0O Master Card O American Express

Card Number
Expiration Date

Signature
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Bl conference will explore
clear benefit communication

CHICAGO—You've finished all
studies, ironed out all the details
and finally assembled a benefit
package that you think is ideal for
your employees.

At least, that's what you think.
What your employees think de-
pends on how well they understand
the program and what it can do for
them.

That's what the Business Insur-
ance Communicating Employee
Benefits Conference, Nov. 15-17, is
all about: clearly communicating
your company's benefits in a de-
manding, fast-changing work en-
vironment. Programs and speakers
have been selected to best inform
benefit managers and other corpo-
rate officers how to reach the

workforce with their benefit mes-
sages.

The conference, to be held at
Chicago’s Continental Plaza Hotel,
begins Sunday evening, Nov. 15,
with early registration and cock-
tails.

Registrants will have a chance to
talk to conference speakers and
fellow benefit managers. They'll
also have a chance to screen a spe-
cial film.

Registration will continue Mon-
day morning until 10 a.m. with cof-
fee provided.

The Monday sessions begin with
Anna Rappaport and James D.
Hawthorne, vps of William M.
Mercer Inc.'s Chicago office, who
will discuss how to choose the right

Commercial Property
& Casualty Insurance

Underwriting all types and classes of commercial and business exposures,
Compac Insurance Company is actively marketing its products through in-
dependent retail and wholesale brokers and agents. A California home office
company, Compac’s initial operations are within the State of California

John M. Hayes, Chairman
and Chief Executive Officer

Leland S. Thomas, President
and Chief Operations Officer

3670 Wilshire Boulevard
Los Angeles, California 90010
Telephone: 388-3331

A Transport Underwriters Group Company

words to reach your entire audi-
ence. They will tell conference par-
ticipants how to explain a com-
pany’s benefit program to members
of a changing workforce, including
single parents, working mothers
and two-career households.

Alan Turetz, assistant vp at Citi-
bank, will follow, telling partici-
pants how to make sure employees
understand and properly use the
benefits your company provides for
them. :

Following a luncheon, four ses-
sions will be presented concur-
rently:

® Elayne Lewis, benefits analyst
at the Eaton Corp., and Jane Shan-
non, a Citibank assistant vp, will
tell how to develop and maintain
an in-house benefits communica-
tion program. They will explain all
the details of such programs, from
laying out booklets to finding the
right printer.

® Mr. Hawthorne and Julio Es-
teban Jr., manager of creative ser-
vices of Benefacts Inc,, a subsidiary
of Alexander & Alexander, will ex-
plain how to measure employee re-
sponse to your messages.

@ Lloyd Mills, a partner at Kwa-
sha Lipton, and Robert Youngberg,
benefit statement consultant at
Buck Consultants Inc., will tell how
to develop, organize, design and
distribute personalized benefit
statements.

® Patricia Nazemetz, benefit op-
erations manager at Xerox Corp.,
will tell how to deal with the chal-
lenging situations that often arise,
like benefit cutbacks and reorgani-
zations. A case history solution wll
be examined.

These four sessions will be re-
peated after a coffee break so that
conference participants can attend
two of them.

Following a cocktail reception,
the awards for BI’s annual em-
ployee benefits communications
contest will be presented at a din-
ner Monday night. Awards in five
categories—booklets, personalized
correspondence, audiovisuals, spe-
cial projects and total communica-
tion programs—will be presented.
Selected entries in the contest will
be on display at registration earlier
in the day.

On Tuesday morning, Joan Beu-
gen, president of The Creative Es-:
tablishment, will explain the ins
and outs of audiovisual presenta-
tions: using video in your commu-
nications program, finding cost-ef-
fective suppliers and tapping your
in-house resources.

Marketing consultant Herbert
Zeltner will then present his popu-
lar “You Be the Judge” program.
The audience will join Mr. Zeltner
in judging different benefit com-
munications programs.

The conference will adjourn at
noon Tuesday.

The fee for the Business Insur-
ance Communicating Employee
Benefits Conference is $395, or $355
each for two or more registrants
from the same organization. The
fee includes all sessions, a work-
book and other educational materi-
als, Monday'’s luncheon, scheduled
breaks and the awards dinner.

Hotel accommodations are not
included. Reservations should be
made directly with the Continental
Plaza at 312-943-7200. Special con-
ference rates—$§76 single, $82 dou-
ble—are available to registrants by
mentioning the Business Insurance
conference.

To register for the Communicat-
ing Employee Benefits Conference
or to receive further information,
call the Crain Educational Division .
toll-free at 800-621-6877. In Illinois,
call 312-649-5242. Or write Crain
Educational Division, 740 N. Rush
St., Chicago, I11. 60611. ™
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Credit insurance firms drum up business

CHICAGO—Predicting more
bankrupt businesses as the bumpy
economy continues, the two U.S.
markets for credit insurance are
trying to convince U.S. busi-
nessmen to buy coverage.

Also known as bad-debt insur-
ance, the coverage protects policy-
holders against the failure of cus-
tomers to pay bills because of
insolvency or other economic con-
sequences.

About 90,000 businesses in the
United States could be potential
policyholders, but many of them
probably know nothing about bad-
debt coverage, said H. Allen Legge,
president of ACI, a Baltimore-
based subsidiary of Control Data
Corp. and one of the two U.S. mar-
kets for the insurance.

The other market is London
Guarantee & Accident Co. of New
York.

“We make 12,000 first calls a year
and if there are 90,000 potential
buyers out there, it could take up to
several years to talk to them all,”
Mr. Legge said.

The problem is much the same at
London Guarantee & Accident,
where Assistant Vp Stephen Taylor
reiterates that only so many pros-
pective clients can be contacted
each year.

The company maintains a con-
stant strategy of attempting to
reach businesses but, “There’s only
two of us in the business and with

‘Loss prevention
is a big part

of it,” says ACl’s
H. Allen Legge.

of it. We actually =valuate our poli-
cyholders’ zccounts and advise
them on whom to ship more to and
whom tc ship less to.”

Or, if analvs:s shows that a firm
is in trouble, “we’ll say that we'll
no longer insure if you continue to
ship to a certain firm,” he says.

In one recent failure of a food in-
dustry firm, the insurer, through

‘analysis, managed to protect 170 of

174 clients doing business with the
company, says Mr. Legge. ACI re-
duced its exposure to $6.9 million
from $17 milkion.

Overall, losses equalled 49.8% of
premium last year, 47.2% in 1979
and have been running about 49.5%
through June of this year.

In 1980, the insurer paid out $12.8
million in claims and expects that
figure to be reduced by about 5%
this year.

When analyzing the financial

health of a firm, the insurer looks

at profitability trends compared
with previous years, its long-term
financing and the increases in its
costs of doing business.

“We're continually evaluating
the credit worthiness and devel-
oping additional files on com-
panies,” he says.

Many companies overlook credit
insurance, passing it off in good
economic times as an unnecessary
expense and a prohibitive one in
recessionary periods, says Mr. Tay-
lor.

But if one or more of their cus-
tomers folds, leaving huge unpaid
accounts and balances due, they are
unprotected, he says.

London Guarantee, whose loss
ratio hovers at more than 50%, ex-
pects rough times ahead because

more corporate insolvencies are
possible, Mr. Taylor explains.

And insolvencies are becoming
bigger, with large firms such as
W.T. Grant folding.

creased bankrupteies is high inter-
est rates that increase the cost of
doing business, They must either be
passed on to the consumer or “re-
captured” some other way, Mr.

The major culprit behind in- Taylor says. [
E EXECUTIVE & EMPLOYEE
BENEFIT PLANS, INC.

Self-Funded Employee Benefit Specialists Since 1959
-ON LINE CLAIMS ADMINISTRATION - EXCESS REINSURANCE
-COMPLETE ADMINISTRATIVE SERVICES + LIFE, LT.D, DENTAL MEDICAL

Contact: C. Jeffrey Wintersteller
Vice President - Sales
2025 Riverside Drive, Columbus, Ohio 43221
(614) 481-8393

ATLANTA - BOSTON-CHARLOTTE - CINCINNATI- CLEVELAND- COLUMBUS - HOUSTON - MIAM 1 ORLANDC

two of you carrying the load,
there’s only so much you can do,”
Mr. Taylor says.

ACI, with $30 million in pre-
mium volume projected for 1981,
insures some 2,500 policyholders in
a variety of industries.

London Guaranty, an under-
writing affiliate of Continental
Corp., holds about one-third of the
market share with premium vol-
ume between $12 million and $13
million per year, Mr. Taylor
pointed out.

Manufacturers in the garment,
textile, hardwood and metal prod-
uct industries, along with wholesal-
ers, warehouse owners and adver-
tising agencies are common clients.

ACI policyholders range from $1
million in annual sales to $600 mil-
lion, Mr. Legge says.

Larger corporations generally
don't purchase the coverage be-
cause they self-insure the risk.

ACI predicted the 1977 W.T.
Grant & Co. collapse and managed
to alert most of its policyholders to
stop shipping to the firm, Mr.
Legge says. “We managed to get
most of our policyholders out.

“Loss prevention is a major part

‘“After all the fancy talk, a group plan is
really only as good as its claims service.
That's where New York Life shines:”

John Mullen,

Vice Presicent and General Manager,

NFL Films
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Too often, employee praise for a group benefits

program turns to criticism for the claims service.
If this has happened to you, New York

Life has an answer.
For our group plans, we have developed

a computerized claims service that's a model in

the industry. A claims service that's fast, accu-
rate, and efficient. One that also provides the

valuable statistical reports you need.

Before you choose any group insurance

program, talk to a New York Life Group Specialist.
Wel'll work up a benefits plan for you—

with a claims service that reaps praise instead of
criticism.

/ i
New Yor Lfe insurance Company, 51 Madison Ave., New York, N.Y. 10010. in Canada: 1240-444 St. Mary Avenue, Winnipeg, Manitoba R3C 371, Life, Group and Health insurance, Annuities, Pension Pans,
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( datebook

)

602-271-2806.

OCT. 5. Controlling Acclident Costs and Work-
era C tion conference in New Carrolltor.,

SEPT. 21-22. Association Captives confarerce in
Hew York. sponsored by Intarforum: Group Inc;
$595. InterZorum Group Inc., 68 William St., Hew
Zork, N.¥. 10005; 212-269-224).

SEPT. 21-24. Fund tals of Rel e~
riinar in Irvieg, Texas, sponsored by the Urniver-
gity of Dellas Risk Management Institite; $395
Professor 3ruce D. Evans, University of Lzllas
Risk Manag=rient Institute, Intarnational Cer.ter,
University of Dallas Station, Irving, Texas 75061;
£14-579-536( cr 214-579-5299.

SEPT. 23-25. Washington Buslness Group on
Health anauzl conference, in Wash ngton, spon-
sored by P asaington Business Group on Heglth;
members, $200; non-members, $100. Ellen Menton,
Washington Business Group on Health, 922 Fenn-
sylvania Ave. SSW., Washington, D.C. 20003 202-
£47-6644.

SEPT. 30-0CT. 2. 12th Acnual Edaecational
RIMS confzrence in Myrtle Beach, S.C,, spon-
ored by tze Carolinas’' Chapser of tte Rsk & In-
surance Manag Society bers, 45 ron-
riembers, $50. Donald Duncan, Collins & Aikman
Corp., Box 32665, Charlotte, N.C. 28232,

OCT. 1. A New Look at CGL and Prod-ets Lia-

bility workshsp in Saddle Brook N.J., sponsored
by :he Sozie-y of CPCU; memozrs, $8%; non-mem-
bers, $95. Secisty of CPCU, Providence and Su-
gartown Boads, Malvern, Pa. 28355,

OCT. 1-2 Eizk Manag t Technig for
Muaicipalitles seminar in AzZanta, sponsored by
the Society cf ZPCU; $250, Al:ic Oct. 28-28 in Mer-

Md., sponsored by the International Institute cf
Safety and Health; $175; three or more from same
firm, $165 each. International Institute of Safety
and Health, 5010-A Nicholson Lane, Rockville,
Md. 20852; 301-984-8969.

OCT. 9. Hasardous Materlals, Substances &
Wastes Tralning & Compliance seminar in Cin-
cinnati, sponsored by Transportation Skills
P ; $135. Also Oet. 30 in Honolulu and Nov.

rir ack, M.K. Society of CPCT, Provid and
Sagartown Foads, Malvern, Pa 18385,

OCTY, 1-Z First Self Insursnce Institute of
America conference in New Orleans; theme:
“Se f-insarsnce, Sensible In1ovat.ve Insurance
Altsrnati=e"”; members, $225; ron-members, $300.
SI4, 1709 E. Dyer Road, 5ui e 165, Santa Ana,
Calif, 92705; 714-979-6318.

OCT. 2. Coafsrence on Seccmd Surgical Opin-
lons in N2w York, sponsored’ by Seccnd Surgical
Opinions Conterences; $150. Alsc Nov. L in Los
Angzeles. Second Surgical Opioions Conferences,
4.1 E. 62h 5t, Room 305, Nex York, N.Y. 20021;
212-472-6:93

OCT. 78. Western Reglonal 2anference in Phoe-
nix, Ariz, spensored by the Risk & Insurance
Maragemen. Society; $175. J - Mullen, Arizona
Public Servixce, Box 21666, Pacenix, Ariz. 85036;

Isn’t It Time You

CEBS Got the Recognition

AN~/ YouDeserve?

You'-e an experienced prastition2r i1 the emplovee benefits “ield —
been around long enougt to earr: scm2 solid c-edentials. Yce know
yoL - job inside and out—y»ou're gcod ard derred proud of it

Therz s only one problem—how Jdo you et eve~yone else know

you - worth? Wha 2valuates your credentials ard what criteria co
they use? Don’t you wish ther2 war2 some unifaorm method o°
assessing your knowledge in e nplcyee dene’its 50 that you
wouldn't have to prove yourself all she time?

Thete Is—The Certified Emr picyse Benefll Epecialist Program,
a Professional Designation in Employee Benefits.

For more informaticn
cordact:

CE3S Department
Interaational Fourdation

of ZEmployee Benelit Plans
P.C. Eox 69
Breokfield, Wi 53005

(41£) 786-6700

Nare
Company
Address
City/State/Zin

Please sand me tha CEBS Ce'alog of
Irformation.

Bl F/81

Co -sponsored by the Internatior al Foundation of Employee Ber elit Plans
and the Wharton School ¢f the Lniversity o1 Pennsylvan a.

18 in Detroit. Jessie Sterner, Transportation Skil's
Programs, 320 W. Main St,, Kutztown, Pa. 19530y
215-683-5098.

OCT. 11-14. Health Care Cost Containment se-
minar in Falm Springs, Calif., sponsored by the
International Foundation of Employee Benef:t
Plans; $360. IFEBP, 18700 W. Bluemound Roac,
Box 69, Brooktfield, Wis. 53005.; 414-786-6700.

OCT. 12. 25th A 1 Risk Manag t Cor-
ference in North Hollywood, Calif., sponsored by
the Los Angeles Chapter of the Risk & Insurance
Management Society; members, $45; non-mem-
bers, $55. Donald A. Craft, Ticor, 6300 Wilshir=
Blvd., Los Angeles, Calif. 90048; 213-852-6203.

OCT. 15. Insprance in the '8ls seminar in Dalla:,
sponsored by the Dallas-Fort Worth Chapter cf
the Risk & Insurance Management Scciety; $7¢.
Don Heirston, Lone Star Steel Co., Box 35888, Dal-
las, Texas 75235; 214-352-3981.

OCT. 15-16. Insider and Employee Thefts se-
minar in New York, sponsored by the Practising
Law Institute; §275, including handbook, Practis-
ing Law Institute; 810 Seventh Ave., New York,
N.Y. 10019; 212-765-5700.

OCT. 18-23. Reinsurance Practice course in
Warwick, Bermuda, sponsored by Risk Research
Group Ltd.: 585 pounds (approx $1,190). Also Nov.
18 in London. Risk Research Group Lid., Bridgs
House, 181 Queen Victoria St., Londen EC4Y
4DD; 01-236-2175.

OCT. 18-21, The Improvement of Product
Safety course Cambridge, England, sponsored by
Product Liabiity International; 180 pounds (ap-
prox. $360). Also Oct. 28-30 in Lcndon, Englanc.
Lesley Parkinson, Product Liability Internationa.,
Lloyd’s of London Press Ltd., Sheepen Place, Col-
chester, Essex CO3 3LP, England; 01-206-69222.

OCT. 19-22. 8th National Safety Congress in
Chicago, sponsored by the National Safety Coun-
cil; members, $60; non-members, $90. Congress
Planning, National Safety Council, 444 N. Michi~
gan Ave,, Chicago, I11. 60611; 312-527-4800.

OCT. 20. Legal Trends and Their Impact of
Products Liability, Bodily Injury, Workers
Compensation and E&O workshop in Norfalk,
Va., sponsored by the Society of CPCU; memberz,
$85; non-members $95. The Society of CPCU,
Providence and Sugartown Rcads, Malverr,
Pennsylvania 19355,

OCT. 20. Business Interruption/Time Elemend
Coverages workshop in Grand Rapids, Mmh
sponsored by the Society of CPCU; members, §8<;
non-members, $95. The Society of CPCU, Provi-
dence and Sugartown Roads, Malvern, Pa. 19355,

OCT. 20-22, Financial Analysis for Risk Man-
t Declai i in New York, pre-
sented by Dr. John Cozzolino; $685 per person phis
$50 registration fee per company includes work-
book and calcclator. Also Nov. 17-19 in San Fran-
cisco, Cozzolir.o Associates Inc., 12 Chippenhan
Drive, West Berlin, N.J. 08091; 609-784-7105.

OCT. 21-24. International Benefits Seminar in

Sherwood Insurance Services is one

of the nation’s fastest growing E&S
brokers marketing exclusively for retailers
and placing business only with financially
stable and innovative companies.

Specializing in commercial and indus-
trial property and casualty accounts
All Risk and DIC including earthquake
and flood

Primary, Excess and Umbrella Liability
$100,000,000 Capacity

Lloyd’'s Correspondents and repre-
senting 45 domastic insurers

Montreal, sp d by the [ 1 Founda-
tion of Employee Benefit Plans; members, $440;
non-members, $515. [FEBP, 18700 W. Bluemound
Road, Box 69, Brookfield, Wis. 53005.

OCT. 22-23. Human Error Reduction
Technigues course in Chicago, sponsored by Don
Petersen, management consultant; $275. Don Pe-
tersen, 9236 East Walnut Tree Drive, Tucson, Ariz.
85715; 602-749-2319.

OCT. 23-24. Hospital Liability and Risk Man-
agement seminar in New York, sponsored by the
Practising Law Institute; $275. Also Nov. 20-21 in
Miami. Practising Law Institute, Dept. SWC, 810
Seventh Ave, New York, N.Y. 10019; 212-765-
5700.

OCT. 25-28. 1881 Corporate Benefits Manage-
ment conference in San Francisco, sponsored by
the Inter al Foundation of Empl Benefit
Plans; members, $440; non-members, $515. [IFEBP,
18700 W. Bluemound Road, Box 69, Brookfield,
Wis. 53005; 414-786-6700.

OCT. 25-29. Washington Insight on &nployee
DC.,

"Benefits program in Washingt

by the U.S. Chamber of Commeree. 3825 Nancy
Turnbull or Suzanne Lulewicz, U.S. Chamber of
Commerce, 1615 H St. NNW., Washington, D.C.
20062; 202-659-6138.

OCT. 26-21. Eighth Annual Environment and
Safety Briefing in Washington, spon-
sored by BNA Education Systems; $250. Environ-
ment Conference Secretary, BNA Education Sys-
tems, Suite S-602, 1231 25th St. N.W., Washington,
D.C. 20037; 800-424-9890; 202-452-4420.

OCT, 26-21, Industrial Hyglene for Managers
of Hazardous Activities seminar in Arlington,
Va., sponsored by the International Institute of
Safety & Health; $295; three or more from same
firm, $250. [ISH, 5010-A Nicholson Lane, Rock-
ville, Md. 20852; 301-984-8969.

OCT, 26-28. Product Safety Engineering course
in Baltimore, sponsored by the Institute of Product
Assurance; $450. [PA, 9811 Mallard Drive, Suite
213, Laurel, Md. 20811; 301-792-0710.

OCT. 28-29. Loss Control Manag t

in Cleveland, sponsored by Factory Mutual Engi-
neering & Research. Open to Factory Mutual-in-
sured members only, $495. Also Nov. 16-18 in San
Francisco and Nov. 30-Dec. 4 in Dallas. Training
Resource Center for Loss Control Management,
Factory Mutual Engineering Corp., 1151 Boston-
Providence Turnpike, Norwood, Mass. 02062; 617-
762-4300.

OCT. 28, Business Interruption Insurance con-
ference in New York, sponsored by Grower Con-
ferences; $165. Grower Conferences, 20 Endell St,,
London WC2H 9BD; 01-240-5931.

OCT 28-30. Techniques of Loss Control course
m Chicago, sponsored by the Risk & Insurance

Society; bers, $295; non-mem-
bem. $395, Also Dec. 24 in New York. Ms. Re-
becca Zimm, RIMS, 205 E. 42nd St., New York,
N.Y. 212-286-9292,

OCT. 28-30. Radiation Protection of the Public
in a Nuclear Accident course in Arlington, Va.,,
sponsored by the International Institute of Safety
& Health; $295; three or more from same firm,
$250. [ISH, 5010-A Nichelson Lane, Rockville, Md.
20852; 301-984-8969,

OCT. 28-31. Longshoremen’s & Harbor Work-
ers’ Act Outlook 81 in San Franci
sponsored by the Industrial Claims Assn, in coop-
eration with the U.S. Department of Labor; $250.
Jon W. Challoner, Seminar Chairman, Industrial
Claims Assn,, 582 Market St., Suite 1909, San
Francisco, Calif. 84104,

NOV. 14. Benefits Proceasing Institote pro-
gram in Williamsburg, Va., sponsored by the In-
ternational Foundsation of Employee Benefit
Plans; bers, $360; no bers,

18700 W. Bluemound Road, Box 69, Bmokﬂeld
Wis. 53005; 414-786-6700.

NOV. 24. 36th Annual Meeting in Honolulu,
sponsored by the Mational Assn. of Independent
Insurers; members, $175; non-members, $275.
NAI Convention Office, Suite 1632, 333 N. Michi-
gan Ave,, Chicago, I11. 60601.

NOV. 2-3. Management of Radlation Accidents
course in Arlington, Va., sponsored by the Inter-
national Institute of Safety & Health; $295; three
or more from same firm, $250. IISH, 5010-A Ni-
cholson Lane, Rockville, Maryland 20852; 301-984-
8969,

NOV. §-10. Mining Product Liability and
Safety conference in St. Louis, sponsored by The
Energy Bureau Inc.; $650. Carol Hertzoff, The En-
ergy Bureau Inc., 41 E. 42nd St., New York, N.Y.
10017; 212-687-3177.

NOV. 11-14. 1881 Public Employees conference
in Williamsburg, Va., sponsored by the Interna-
tional Foundation of Employee Benefit Plans;

bers, $: bers, $435, IFEBP, 18700
w. Bluemound Rond Box 68, Brookfield, Wis.
53005; 414-786-6700.

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

i by Busi Ins The latest tips
and techniques to effectively communicate bene-
fits to employees. Registration fee includes Nov. 16
awards dinner honoring winners of the BI Bene-
fits Communications petition. Valerie Ad
Crain Educational Division, 740 N. Rush St., Chi-
cago, I11. 60611; 1-800-621-6877; in Illinois, 312-649-
5242,

NOV. 16-17. Employee Theft and Fraud Pre-
vention workshop in Arlington, Va,, sponsored by
the American Society for Industrial Security;
members, $220; non-members, $285. ASIS Educa-
tional and Seminar Programs Department, 2000 K
St. N.W,, Suite 651, Washington, D.C. 20008; 202-
331-7887.

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

NOV. 18. Insurance Perspectives 1881 seminar
in Dallas, sponsored by Peat, Marwick, Mitchell &
Co,; free to clients, Keith Tucker, Peat, Marwick,
Mitchell & Co., Suite 1500, 2001 Bryan Tower,
Dallas, Texas 75201; 214-747-8911.

NOV. 16-20. Basic Radiation Hazard Control
seminar in Arlington, Va., sponsored by the Inter-
national Institute of Safety & Health; §285; three
or more from same firm, $250. ISH, 5010-A Ni-
cholson Lane, Rockville, Md. 20852; 301-964-8969.

NOV. 18-20. Safety By Ohieetim course in Tuc-
son, Ariz,, ed by Don Pet mansge-
ment consultant $275. Don Petersen, 9236 East
Walnut Tree Drive, Tucson, Ariz. 85715; 602-749-
2319.

DEC. 449. 27th Annual Educational IFEBP con-
ference in Acapulco, Mexico, sponsored by the In-
ternational Foundation of Employee Benefit
Plans, $360. IFEBP, 18700 W. Bluemound Road,
P.0. Box 69, Brookfield, Wis. 53005; 414-786-6700.

DEC. 89, Safety Management—A Behavioral
Approach course in Tucson, Ariz,, sponsored by
Don Petersen, management consultant, $275. Don
Petersen, 9236 East Walnut Tree Drive, Tucson,
Ariz. B5715; 602-749-2319. a

Marriott will fight suit
over profit-sharing plan

BALTIMORE—Marriott Corp.
officials will fight a suit that
charges it forced its profit-sharing
plan to purchase newly issued com-
pany stock to finance the construc-
tion of two Marriott theme parks.

“Marriott was essentially forcing
the plan to buy almost $6 million in
newly issued stock to finance the
construction of its theme parks,”
according to the suit filed in a fed-
eral court in Baltimore.

The 4-year-old class action suit
charges that Marriott officials, who
also served as trustees of the profit-
sharing plan, violated the Em-
ployee Retirement Income Security
Act by engaging in conflicts of in-
terest and imprudent investments.

The suit says these actions re-
sulted in huge losses for the plan’s
participants, who are seeking com-
pensation in the class action suit.

cusations and neither agency pur-
sued the case. “That should tell you
something about the case,” he said.

Under the profit-sharing ar-
rangement, eligible Marriott em-
ployees can participate by contri-
buting between 5% and 10% of their
annual earnings to the plan.

Since 1960, Marriott has gen-
erally contributed 8% of its pretax
earnings to the plan. The corporate
contributions could be in the form
of cash, other property or Marriott
Corp. stock.

The suit charges that the Mar-
riott profit-sharing trustees, who
were also senior officials and direc-
tors of the company, disregarded
“the true interests of participants”
by overinvesting in Marriott stock.

For example, during six month-
sin 1975, the company contributed
200,000 shares of Marriott stock,

Join the Sherwood scene for profes-

Deck Small, Lumber Departmen. Menager, and 3iF Boofh plenning producticr stalegy
{3 fimber business in the Mortt west

sional marketing expertise, fast service
and quality results. Grow with the best!

S I

SHERWOOD INSURANCE SERVICES

2(1 Cali‘ornia Stree:, Suite 900 - San Francisco, California 94111
(415) 953-3236 T=LEX 1717°9% SHERINSUR SFO

But Marriott officials vigorously
dispute the allegations and will
fight the suit, which has not yet
gone to trial.

“The allegations are without
merit and are at variance with the
true facts,” Marriott Vp R.A. Ran-
kin Jr. said.

He said the Securities and Ex-
change Commission and the Labor
Department have examined the ac-

even though the trustees knew the
plan would be overinvested in the
stock, according to the suit.

The transfer of more stock to the
plan, instead of cash, allowed Mar-
riott to conserve cash, “helping
Marriott overcome a cash-flow
problem that had arisen because of
the need to meet construction costs
on its new theme parks,” the suit
charges. .
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Arkansas risk manager
saving money for state

Continued from page 3

age he achieved, a full risk man-
agement department was author-
ized this year with Mr. Sikes in
charge.

The new department, which offi-
cially came into existence July 1, is
only “semi-operational,” Mr. Sikes
says.

Budgeted at about $131,000, it in-
itially will be staffed by four people
but is expected to expand in budget
and personnel.

The department will be responsi-
ble for the property insurance cov-
erage for about 150 state agencies as
varied as the Department of Com-
merce, state colleges and universi-
ties, the Health Department and
the prison system.

One of his most important steps,

he says, has been to guarantee that
no agency purchase insurance
without putting the contract out to
bid, a practice largely ignored in
the past.
" As a result, substantial savings
have been achieved. For example,
the state medical center cut
$283,000, or 41%, on its premiums
for medical malpractice insurance
by using the bidding process.

The coverage is basically the
same with a few changes in the
limits of liability on the varying
professions. The insurer. is Ameri-
can Physicians Exchange.

“It has been a very effective way
of reducing costs,” Mr. Sikes says.
“It is a very major change.”

For the state prison system, Mr.
Sikes raised the property insurance
deductible from $1,000 to $25,000
on certain larger penitentiary
buildings.

The change, done through Lex-
ington Insurance Co., resulted in
about a 40% rate cut while creating
mere interest in the prisons to
maintain the buildings because of
the higher deductible.

Similar steps were taken with
prison farm equipment. The state
was seeking to insure equipment
with a high exposure to loss, Mr.
Sikes says.

So.far, the risk management de-
partment is still purchasing insur-
ance individually for state agen-
cies, but Mr. Sikes plans to change
that.

“We will consolidate in the fu-
ture,” he says.

Efforts also will be made to de-
velop larger reserves so that insur-
ance will be used only in the event
of a major loss.

Creation of a reserve fund on a
shared basis with other agencies
also is being considered because of
its cost-effectiveness, Mr. Sikes
adds.

Besides purchasing insurance,
Mr. Sikes says his department will
investigate the safety of buildings
to improve employee safety and re-
duce property loss.

College offering
marine course

NEW YORK—*"Ocean Marine
Cargo Loss Control” is a new
course to be offered this fall by The
College of Insurance in New York
City.

The course will cover distribu-
tion management, packaging
techniques, materials handling and
stowage, factors in selecting an in-
surer, computerized marine loss
controls and cargo loss-control sys-
lems.

The course will meet on Mon-
days and Wednesdays, beginning
Sept. 14, from 5:15 to 6:45 p.m. at
The College of Insurance’s New
York campus.

Registration will be held Sept. 8,
) and 10 from 11:30 am. to 2 p.m.
and from 4:30 to 6 p.m. at 123 Wil-
iam St. New York, N.Y. 10038. =

Remodeling will be done to
lower exposure to certain risks and
“make things safer on the front
end'”

The department also haopes to
have a computerized program to
analyze all losses in the state, re-
gardless of size, and to discover
their sources.

While property coverage is the
department’s main concern now, it
will purchase automobile liability
and general liability coverage for
some agencies in the future.

Mr. Sikes has a degree in ac-

counting and an ARM designation.

He has been a budget analyst, state
purchasing director and worked in
the state Insurance Department be-
fore he was named the state’s risk
manager. L]

Our éditors make it their business
- to know your business.

BUSINESS INSURANCE, the national newsweekly of loss prevention, risk financing and benefit
management cf;-ﬁers an exclusive index to-all articles published in Bl beginning January 1981.

Subscribers to the Editorial Index will receive three quarterly indexes and one cumulative annual
index . . . all prepared in an easy-to-read, integrated format
by subject, pet;'sons quoted and companies mentioned.

If you need access to news and information vital to making
sound decisions that could have a major impact on your
corporate profit and loss statement, make the decision to-
day to subscribe to the new Bl EDITORIAL INDEX.

1981 Editorial Index ... $ 60*

1981 & 1982 Editorial Index ... $110*

| *Foreign postage additional
To order your|copy of the Bl Editorial Index write to:

! Ms. Ronnie Drachman

BUSINESS INSURANCE

{  Editorial Index

{ 220 E. 42nd St.

I New York, NY 10017
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Are you sure
your client
doesn’t have a
Pollution
Exposure?

Nearly every manufacturer who generates
chemical waste in any quantity has a
pollution exposure. Pollution isn’t

caused by waste alone—leaks of process
_chemicals, and stored chemicals can
cause a seriousloss, too.

Up to now, smaller manufacturers
couldn’t afford pollution insurance,
but Stewart Smith has developed a new
Environmental Impairment Liability
program specifically geared to low
or moderate risk operations as well
as heavier, larger risks.

This flexible, wide-ranging
protection offers your clients
the following features:

0 NO) IMANDATORY INSPECTION for lighhi
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L ‘M&MW:{\Y LIRS (o) $200,/01010)/CI010Y/ 3410}, C1010),01010
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EXCLUSIVE STANDARD BROAD- FORM FEATURES
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Talk to your nearest Stewart Smith office for detailed
information on our new EIL program.

Stewért Smith’: L

AL ==l

Member Stewart Wrightson Insurance Group =
El- B} -881

Atlanta Baston Chicago Dallas
{404} 266-8555 (617) 426-0615 (3125 236-7333 (214) 688-1051
Detroit Los Angeles New York Philadelphia
{313) 963-7084 (213) 382-6201 (212) 964-2929 o+ (215) 925-0432
Pitisburgh San Francisco Teaneck, NJ Washingtan, DC
(412) 232-0430 (815) 777-9766 (201) 569-5680 202) 466-2810
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Established.

We’'re there.

It takes crealivity, independence,
and experience tc estaklish a risk
management firm.

We are provid.ng advanced skills n
financial analysis, reirsurance, and
captive manacemen: to corporate
risk managers, associations,
cooperatives, anc insurers.

B.C), BECHER G CARLSON

RISK MANAGEMENT SERVIZCES

WILLIAM E. BECHER, JR. DAVID L. CARLSON
32107 LIND=RCQ CANYON RD. « SUITE 105
WESTLAKE VILLAGE. CA 31361 ¢ (213)991-8060

N.Y. county
to add family

| dental cover

Onondaga County, N.Y., which
self-funds a dental plan for 5,600
emfrloyees, will add femily dental
coverage in January. Employees
will pay 50% of the premium.

The county has selZ-funded its
dencal plan since Septemzer 1980 at
an es:imated cost of $330,000, said
W liiam R. Loehr, the coun:y's risk
and insurance manager.

Tae plan ecvers mos: dertal pro-
cedures including surge-y, Mr.
Lcear said, and provices f:rst-dol-
lar sayout with no arnual maxi-
murn.

Coverage is limited to tw> clean-
ings end one set of X-rays a year,
and one set of dentures eve-v three
wears. Orthedontics is not ccvered.

The county, whose dental cover-
ag2 was provided by Grecug Health
Ine. cf New York, weat tc a self-
funded program because it thought
it 2culd save money. The program
has achieved its objectives thus far,
Mr. Loehr said, although exact sav-
ings f gures are not yet availzble.

The dental program is adminis-
tered by Pomco Inc. ¢f Syracuse,
H.Y.

Onondaga County a:so kas self-
funded its health coverage since
1877, realizing a savings of almost
£3 mi'lion for 1977 to 1£79.

This plan provides coverzge for
reasonable ard customary surgery
end major madical. The latier in-
cludes a $50 deductible per year fo-
the employee and depender.ts up to
18 years old and covers 30% of re-
main.ng expenses after surgery
wizk a $15,000 annual maximum.

The plan is administered by Blue
Cross/Blue Shield. L]

(__ riskWateh

more than 250 reinsurance
markets. And provide
worldwide expertise that
comple r complex
negotiations successiully.
So tor more than pelite
introductions, look to
RFC. We're cementing
reinsurance relationships.

As your total reinsurance
resource, RFEC has proven
its ability to do more than
bring people together.
Through offices nationwide
we extend your access to

RFC
Intermediaries,
Inc.

A subsidiary of
The Centinental Corporation

WE CEMENT RELATIONSHIPS

2029 Century Park Sast, Los Angales, CA 90067 (213) 277-3753

No clear solution
exists to solve llis
of multiemployer plans

By JERRY GEISEL

WASHINGTON—Who should pay for the massive unfunded lia-
bilities of multiemployer pension plans?

Employers, Congress answered last year when it passed the Mul-
tiemployer Pension Plan Amendments Act of 1980.

After years of debate and complex negotiations, Congress decided
that an employer that withdrew from a multiemployer plan would
have to pay a share of the plan’s unfunded vested benefits.

That was a dramatic change from the previ-
ous law that allowed an employer to drop out
of a multiemployer plan and escape paying lia-
bilities if the plan did not collapse within five
years of the company’s withdrawal.

Employers now are finding out just how ex-
pensive withdrawal liability can be. When two
trucking firms in North Carolina and Indiana
withdrew from the Central States, Southeast
and Southwest Areas Teamsters’ pension fund,
they were hit with withdrawal liability claims
that were more than double their net worths.

Those firms, Johnson Motor Lines Inc. of
Charlotte, N.C., and Transport Motor Express
Inc. of Fort Wayne, Ind., are suing the Team-
sters, charging, among other things, that the multiemployer law is
unconstitutional because it allows the taking away of property with-
out a trial.

Trade associations, too, are beginning to take the offensive against
the new law. Several employer groups will meet in Washington this
month to discuss how to work together to seek changes in the Mul-
tiemployer Amendments Act.

Geisel

Those trade associations, who admit in some cases that they
didn't understand the implications of the law when it was passed last
year, are under mounting pressure from their members to lobby for
changes in the law.

Employers, particularly trucking companies, are asking how Con-
gress could pass a law that overnight made them responsible for
enormous pension liabilities.

Congress passed the Multiemployer Amendments Act, with con-
siderable support from big business groups, because it saw no alter-
native but to end the system that encouraged pension irresponsibil-
ity.

That system, in most cases, limited an employer’s liability to a
negotiated contribution to the plan. Multiemployer plan trustees,
half of whom are appointed by employers and the other half by the
union, set the benefit levels.

As a result, employers had an interest in keeping contribution
levels low, while union representatives fought for high benefit
levels.

The result was financial disaster.

Because employers’ contributions failed to match the benefits pro-
mised, many of the multiemployer plans are badly underfunded; the
Central States Teamsters’ fund alone has $3.5 billion in unfunded
vested liabilities.

Those unfunded liabilities caused few worries during the 1950s
and 1960s, periods of great economic growth. Experts reasoned that
an increasing flow of contributions from new employers joining the
plans would pay for retirement benefits when the promises came
due.

But that reasoning began to come apart in the 1970s. Entire indus-
tries began to die.

For example, people stopped wearing hats; with no new employers
entering the field and existing ones dying off, the multiemployer
plan for millinery workers suddenly found itself in dire financial
straits. Multiemployer plans in other declining industries, such as
hard coal, faced similar problems.

More recently, industry deregulation has posed new problems for
multiemployer plans. Hundreds of trucking companies, for example,
are expected to close their doors in the next few years; unable to
survive in the new competitive environment created by deregula-
tion.

As a result, employer contributions to the Teamsters' plan could
trail off, posing new financial burdens for the plan.

Surviving employers have no interest in inheriting the pension
liabilities of firms that leave the plans. They oppose a weakening of
withdrawal liability penalties.

But the pressure on Congress to reduce withdrawal liability costs
is bound to increase as more employers who leave multiemployer
plans are hit with astronomical unfunded liability bills—the bitter
fruit of previous pension irresponsibility.

All the choices confronting Congress are unpleasant. Keeping a
company’s withdrawal liability at the current stiff levels could fur-
ther weaken multiemployer pension plans by causing new employ-
ers to shun them.

Easing withdrawal liability could mean a return to the old system
of pension irresponsibility that caused the original problem of poorly
funded multiemployer plans.

Reducing benefit guarantees would force retirees to bite the bullet.
That would be unfair, some experts say, since retirees played no role
in pension-funding decisions.

The Multiemployer Amendments Act may be, as one Washington
attorney puts it, a very bad law—but no one has come up with a
better one.

~
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Cost-control burden shared

Continued from page 3
employee benefit staff.

Employees are being pegged to
do their part, too. Reliance helped
by mounting an aggressive educa-
tional campaign. It believes if em-
ployees know how expensive good
health care is, they'll be more
likely to help the company cut
costs.

An audiovisual program has

been prepared to educate employ-
ees and a booklet describing the
changes in coverage has been dis-
tributed to all workers.

But, this multi-pronged approach
to controlling health care costs
reaches out even further,

Reliance’s half-dozen insurers
are being asked.to pitch in and
carefully audit hospital bills total-
ing more than $7,500 for accuracy.
When an audit reveals a. hospital
bill contains unnecessary charges
or services the patient did not re-

ceive, the insurer will be responsi-
ble for securing a reduction in the
hospital bill, Mr, Brown said.

The major insurers for Reliance's
medical benefits are Aetna Life &
Casualty, Blue Cross and Equitable
Life Assurance Society.

In cities where Reliance em-
ployees and dependents represent
35% to 50% of a hospital's admis-

sions, the company plans to use its.

clout to get discounts on services.

Reliance figures it can save an-
other $470,000 a year by auditing
hospital bills and negotiating for
discounts.

Even more savings can be rea-
lized by Reliance if insurers pre-
vent duplication of benefits for a
worker who is eligible for insur-
ance coverage from more than one
source, Mr. Brown says.-

“Insurers are being directed to
implement more aggressive efforts

to assure proper coordination of
benefits,” he says. :

To assure that Reliance's health
care cost-containment program
produces the results intended, in-
surers will be asked to provide sta-
tistics on the sources of health care
costs, including the average hospi-
tal stay and average cost per stay.
Statistics on the number of hospital
admissions and number and type of
surgical procedures performed on
employees also will be kept by in-
surers, he says.

“These statistics will be used to-
develop reports that reflect the re-
sults of our efforts to contain health
care costs,” Mr. Brown says.

Reliance also will review each of
its health maintainence organiza-
tions to see if the HMO is more re-
strictive or more liberal than the
company’s existing medical ex-
pense benefit program, Mr. Brown
explained. [

Doctor helps bank cut health costs

Continued from page 3
decided to strengthen the bank’s
commitment to preventive care,

More letters

Continued from page 8

tured on the body of law dealing
with torts resulting from negli-
gence cannot simultaneously treat
the need for insurance arising out
of the operation of the law of bail-
ment, despite the fact that claims
for damages to property in a bail-
ment are normally based on vary-
ing degrees of negligence.

Therefore, all liability insurance
policies exclude damages to prop-
erty “owned, occupied by, rented to
or used by the insured, or property
in the care, custody, control, or as
to which the insured is for any pur-
pose exercising physical control.”

The insurance industry offers a
variety of coverages based on the
law of bailment, With any given set
of facts, there are very few prob-
lems in providing adequate insur-
ance coverage for damage to prop-
erty of others.

Deleting the care-custody-con-
trol exclusion 100% would be
equivalent to providing blanket au-
tomatic coverage for all bailments,
which, in turn, is equivalent to pro-
viding insurance on an undeter-
mined set of facts at a not-deter-
mined time in the future.

Obviously, it would be impossible
to caleulate with any degree of ac-
curacy a rate level that would be
fair to either the insured or the in-
SUTET:

The industry can and does pro-
vide a reduction in the severity of
this exclusion by use of the Broad
Form Property Damage endorse-
ment, which is highly recom-
mended provided the fine lines of
ts limitations are thoroughly un-
derstood.

Stephens G. Croom, CPCU
Baumhauer-Croom Insurance
Mobile, Ala.

Adoption benefit offered

To the editor: You note in “Bene-
fit Beat” (BI, July 27) that Levi
Strauss plans to offer an adoption
benefit. Although we are a small
company in comparison to Levi
Strauss, we thought you would find
it interesting that we have been of-
fering a legal adoption benefit to
our employees since Aug. 1, 1980.

Out adoption benefit provides re-
imbursement assistance up to
$1,000 per person to those of our
employees who successfully final-
ze a legal adoption.

Sharon A. Flint
Benefits administrator
Burr-Brown

Tucson, Ariz.

said Merna Hellerman, vp in
charge of employee benefits.

“Since more than 25% of our em-
ployees belong to health mainte-
nance organizations, our health
care costs have been restrained in
growth,” she said.

The decision to hire a full-time
medical director was not based on
cutting costs, but rather on provid-
ing better health care by someone

who could intelligently monitor the

effectiveness of various programs.
The savings aspect was secondary.

“His (Dr. King's) job is to make
sure our health care programs re-
flect the needs of our workers. Dr.
King will look at providing more
benefits, but he will also lock at
controlling the costs of the pro-
grams we have,” Ms. Hallerman
said.

Even though it may be too early
to tell what overall costs have been
cut by hiring a medical director,

she said Dr. King has done wonders
by getting disabled workers back
on the job—even in a part-time ca-
pacity.

Dr. King’s approach to returning -

disabled workers to the workforce
is to work directly with the injured
workers, After checking with the
personnel department for availabil-
ity of part-time or temporary posi-
tions, injured workers who can re-
turn to the job on a limited basis are
contacted.

Those who are not ready to re-
turn to work are not forgotten, ei-
ther; Dr. King meets with them pe-
riodically to keep in touch with
their progress.

“A lot of disabled people are

bored all day and they’re thrilled to

get back to work. It's something to
get dressed for,” he said.

He is the country'’s fifth full-time
medical director employed by a
bank. The other four work for
banks in New York City. ]
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Utility cuts cost of construction coverage

Continued from page 3

bined total worth of $1 billion, will
generate 540 megawatts each when
completed in 1982 and 1987.

A study of the utility’s owner-
controlled program was done by
Alexander & Alexander of Hous-
ton, the broker who put together

the insurance package. The study is -

the main source of estimates on
‘savings. :

Based on projections of what in-
surance coverage placed by the
contractors would have cost GSU,
A&A reported in May that GSU
’had saved more the $6 million from
September 1974 through March
1980. It is estimated that another
$1.8 million has been saved since
then to bring total savings to $7.8
million.

In March 1980, GSU also con-
wverted its Texas Employers. Insur-
ance Assn. workers compensation
coverage from an incurred-loss to a
paid-loss retrospectively rated

plan. This has generated -almost
$2.5 million in cash-flow gains, Mr.
Wales says. In March of this year,
the general liability coverage also
was changed to a paid-loss retro
plan.

Texas Employers Insurance also
writes the primary general liability
coverage with limits of $1 millicn
per contractor, For certain contrac-
tors, another $9 million in excess
coverage is purchased from Lloyd's
of London.

Builders risk insurance, essen-

tially all-risk.property coverage an

each project during construction,
differs from plant to plant.

On the River Bend Station nu-
clear plant, builders risk coverage
of up to $220 million per occu:-
rence is written by. American Nu-
clear Insurers of Farmington,
Conn., an association of 40 U.S. in-
surers, :

On the first coal-powered plant, -

mania.

counts were chiefly:

POSA S.A.R.L. of Paris

POSA matters for ADAS.

mania,

NOTICE
ADAS-POSA

This company PROMOTORA DE OCCIDENTE (NEW YORK)
LTD. is the servicing representative that has been handling
the run-off of reinsurance business accepted by PROMOTORA
DE OCCIDENTE DE PANAMA, S.A.. (POSA) on behalf of
ADMINISTRATIA ASIGURARILOR DE STAT (ADAS) of Rou-

The intermediaries through which POSA accepted the ac-

M.LR. Insurance Brokers Ltd of London
C.J.V, Associates Inc. of New York
POSAMEX, S:A. of Mexico City

Elie Nadjar S.A.R.L. of Paris

Proposals that have been exchanged between ADAS and

ourselves, for the continued handling of the run-off for their
account, ‘have not resulted in a working agreement.
. We are therefore obligated to advise reinsureds and their
intermediaries to deal directly with ADAS -with respect to
losses, premiums, adjustments etc on ADAS reinsurance
accounts accepted through POSA.

ADAS has appointed Bernard Hubscher, Esq., 41 East 42nd
Street, N.Y.C. Phone number (212/682-4830) to deal with

We regret our inability for the time being to be of assist-

ance ‘with respect to ADAS reinsured accounts.
‘PROMOTORA DE OCCIDENTE (NEW YORK) LTD.
INSTRUCTIONS: You are requested to direct all future cor-
respondence to Mr. E. -Boldus or Mr. N.
Grecea at Administratia Asigurarilor de
Stat, 5 Smirdan Street, Bucharest 1V, Rou-
Telex # B864-11209 or their de-

signated representative.
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coverage of up to $100 million per
occurrence is written by Lloyd’s.
On the second plant, the first $50
million is with Simcoe & Erie Co.
of Hamilton, Ont., and a top layer
of $50 million is with Lloyd's.
Design error coverage is in-
cluded in the Simcoe & Erie policy
to pay-losses if faults in design have
to be corrected. This coverage was
purchased after a loss of several

million dollars on the first coal--

powered plant that GSU believes

stemmed from design problems.
The premium on the entire con-

struction package is about $6 mil-

-lion a year, Mr. Wales says.

Another $3 million a year is
spent on property/liability cover-
ages for the investor-owned util-
ity’s six active fossil-fuel-electric
generating plants.

“We're carrying an all-risk cover
of $150 million per occurrence on
the power plants,” Mr. Steward
says. Written by Lloyd’s for a pre-
mium of around $2 million, the pol-
icy covers all operating properties.
Deductibles of up to $1 million are
in place for several of the plants.

Excess liability coverage of $50
million through American Home
Assurance Co. of New York pro-
tects GSU above its self-insured re-

tention of $250,000.

By the time the River Bend plant
is operational, GSU hopes to have
operating insurance of up to $1
billion to cover it.

Currently $300 million of prop-
erty insurance is available to nu-
clear power plant operators, Mr.
Steward says. “American Nuclear
Insurers indicates it should be able
to get about $450 million of under-
writing capacity together in the
near future. Hopefully, it will get
up to $500 million in the next cou-
ple of years.”

Nuclezr Electric Insurance Litd,,
a Bermuda-based captive of com-
panies that are members of the
Edison Electrical Institute, should
provide 8500 million excess of $450
million in the next two.to three
months. :

The captive was formed last year
to provice nuclear power plant op-
erators with extra expense cover-
age if an outage prevents it from
generating its own power, forcing it
to buy power from other sources at
a higher price.

“The same principles that apply
to any risk management program
will apply to a nuclear plant,” says
Mr. Wales. “Systems are more so-

phisticated, values are greater and
there are the potential radiation
hazards, but the basics still apply.”

Workers compensation coverage
for GSU’s 4,200 employees is self-
insured in Louisiana and insured
through a paid-loss retro plan in
Texas with Texas Employers Insur-
ance Assn.

The utility spends an estimated
$6 million in premiums a year on
employee benefits, including group
medical, group life, long-term dis-
ability and dental insurance.

Two of the nine members on
GSU’s risk management services
team are engineers who practice
day-to-day loss prevention at the
power plants.

They review plans and specifica-
tions to make sure new facilities
are properly protected with fire

~walls, sprinkler systems and other

safety devices that relate to pre-
vention of property loss. They.also
monitor construction on the nu-
clear plant to assure compliance
with Nuclear Regulatory Commis-
sion standards. The utility’s human
resources department deals with-
personnel safety.

‘GSU provides electricity to
500,000 customers in southeastern
Texas and central Louisiana. a

Alabama allows workers

Continued from page 2
for sale to the public (BI, May 11).
But Alabama is the only state

“where employees can sue one an-

other on an unrestricted basis, says
Walter ‘Smith, legislative director
of the Alabama State Chamber of
Commerce, a group that is lobbying
hard for the ratification of the
pending amendment,

“There are a few other states that
allow employees to sue one another
if the act was found to be inten-
tional or malicious,” said Mr.
Smith, “but we’re the only state
that has an unrestricted law.”

He said the chamber realizes it
will be difficult getting the voter to
give up its right to sue. “It’s going to
be a hard issue to sell,” he said.

Insurance companies and em-
ployers are particularly incensed
over the situation in Alabama, says
Cheryl Budd, spokeswoman for the
Alliance of American Insurers.

If the consititional amendment is
defeated by the voters, the worker
and the employer will come out as
losers, she predicted.

“If insurers are going to be held
liable for unsafe conditions just be-
cause they make recommendations
and assist the employer with safety
checks, then I would think it would
be a disincentive for them to assist
the employer,” Ms. Budd said.

“It’s ludicrous to say the insurer
is responsible for working condi-
tions. The insurer takes the posi-
tion that the safety inspections are
a service to help the employer—not
for the insurer to be held liable for
anything that goes wrong,” she
said.

U.S. Fidelity & Guaranty Co., the

Officers elected

HOUSTON—Jimanne Kubiak,
director of corporate insurance at
Service Corp. International, has
been elected president of the Hous-
ton Chapter of the Risk & Insur-
ance Management Society for 1981-
82

Other newly elected officers are:
Larry M. Riggs, Tenneco Inc., vp;
Alan S. Watson, Shell Oil Co., trea-
surer; Deirdre J. Swenson, Pogo
Producing Co., secretary: and Ron
Lawless, First City Bancorporation
of Texas Inc., assistant secretary. =

largest workers compensation. in-
surer in the state, has had about a
dozen judgments rendered against
it in co-employee lawsuits that say
the insurer failed to provide a safe
workplace, said Edward W. Sprigg,
manager of the Birmingham U.S.
F&G office.

“We're one state left out of 50
that has this crazy problem,” he
said. “These are shotgun lawsuits
where everybody in sight is sued. It
really is a way of getting around
the fact that workers compensation
is the exclusive remedy for injured
employees.”

The current law also is adversely
affecting new industry coming into
the state, he said.

Opponents of the amendment

'to collect twice for injuries

argue that the workers compensa-
tion benefits in the state are so low
that workers are denied a fair
shake when they're hurt, but Mr.
Sprigg said the answer is to update
the law, not bring in a system that
keeps the state from growing.

“The principles of workers com-
pensation do not allow an employee
to collect outside the system,” said
Eric J. Oxfeld, associate director of
employee benefits for the U.S.
Chamber of Commerce in Wash-
ington, D.C.

The president and executive
director of the Alabama Trial Law-
yers Assn,, one-of the major sup-
porters of co-employee suits, were
unavailable for comment last
week, [

Otficas in: AMSTERDAM

NORDSTERN

SERVICE INTERNATIONAL (U.S.) INC.

116 JOHN STREET, SUITE 406, NEW YORK, N.Y. 10038 « TELEPHONE (212) 227-2224
"BRUSSELS

COLOGNE  LONDON  MADRID PARIS  ZURICH



Lo bitoon b TUAILLT, WWITULCIIIDEL §, 4901 / o

GAO wants
nuclear limit
of $1 billion

Continued from page 2

oroperty coverage “to protect the
government from the possibility of
naving to finance the future decon-
ramination of a disabled nuclear
unit in the event of another aeci-
dent.”

General Public Utilities Corp.,
owner of the idled TMI plant, faces
a cleanup operation that could cost
as much as $1.3 billion.

The GAO also found that nuclear
utilities are not protected against
possible bankruptcy should another
accident like the one at Three Mile
[sland occur.

“Electricty is now being gen-
erated by utilities with nuclear
units that do not have adequate
property insurance coverage,” the
report states.

“Insurers, bankers, investment
brokers and the utilities themselves
have all noted that utilities with
nuclear capacity are now exposed
to the risk of bankruptcy in the
event of a nuclear accident.”

The GAO recommends a manda-
tory program with two separate
layers.

In the first layer, the NRC would
require as part of its licensing pro-
cedure that all nuclear utilities “ob-
tain the maximum amount of prop-
erty insurance coverage reasonably
available” through commercial in-
SUTers.

This would include ANI,
MAERP and the Nuclear Mutual
Litd., another Bermuda-based mu-
tual insurance company established
by nuclear utilities. NML already
offers $450 million in primary
property coverage to the 15 utilities
it insures.

If this first layer is exhausted, the
GAO recommends that “the af-
fected insurer” be given authority
by the NRC to assess the owners of
each licensed nuclear unit a pro-
rated retrospective premium to
cover additional property losses.

This assessment should not ex-
ceed a specified amount, the GAO
says, and could provide a second
layer of up to $720 million if the
maximum assessment was set at $10
million per unit.

There are currently 72 licensed
nuclear units operating in the
United States.

“Assuming a maximum $10 mil-
lion assessment per unit,” the re-
port states, “total property insur-
ance coverage could exceed $1
billion.”

This program could be managed
and administered by insurers in the
private sector with “minimal fed-
eral government involvement,” the
GAO says.

In its recommendations to the
NRC chairman, the GAO suggests
that the NRC “closely follow” the
efforts of NEIL, ANI and MAERP
to increase their property insur-
ance capacity to $1 billion, and “as-
sess the progress being made” no
later than Dec. 31.

“This assessment should include
an evaluation of the insurance
available in the private sector and a
determination as to whether a
mandated insurance coverage pro-
gram is necessary,” it concludes.

While it agreed that the private
sector’s efforts should be moni-
tored, the GAO said the NRC “did
not comment” on its suggestion that
it determine an acceptable level of
property coverage for nuclear units
and use that as a benchmark to de-
termine the private sector's
progress.

MAERP Chairman Richard
Newcomb says he hopes the private
sector will have sufficient time to
put its programs in place.

“The private sector should be
given time to complete its program
before it's necessary for the NRC to
act,” Mr. Newcomb says. =

Pregnancy benefits called inequitable

Continued from poge 2

ceived a less favorable fringe bene-
fit package than the female em-
ployee,” said Barkara Seely, a trial
attorney in EEOC’s St. Louis dis-
trict office.

The EEOC’s and union's suit
against Emerson, a company with
50,000 employees, comes about six
months after a U.S. District Court
judge ruled in & similar suit in Vir-
ginia that employers do not have to
offer equitable pregnancy benefits
to spouses of male employees.

The suit, filed by Newport News
Shipbuilding of Newport News,
Va., challenged a 1979 EEOC inter-
pretation of the Pregnancy Dis-
crimination Act that says if an em-
ployer’s health insurance plan
covers the medical expenses of fe-
male employees’ spouses, it must
equally cover maternity expenses
of male employzes’ wives.

“The clear legislative intent be-
hind the PDA was to ensure that
working women are protected
against all forms of employment
discrimination based on sex,”
Judge Calvitt Clarke Jr. wrote in
that decision (BI, Feb. 23).

“The legislative history specifi-
cally states that the act does not
change the application of Title VII
(of the 1964 Civil Rights Act) to sex
discrimination in any other way,”
Judge Clarke added.

But the EEOC’s Ms. Seely said,
“We don’'t agree with Judge
Clarke’s reasoning.” The EEOC is
appealing that decision.

Unlike the Newport News Ship-
building case, where the employer
filed suit to overturn the EEOC
pregnancy guideline for spouses of
male employees, the EEOC and the
union are suing Emerson.

The EEQC filed suit after a male
Emerson employee filed a com-
plaint with the agency because of
the inequitable pregnancy benefits
that his wife received.

The company's refusal to provide
equitable pregnancy benefits to
spouses of male employees ap-
parently has been a sore subject
with some employees.

“We have tried to negotiate with
them for years on this,” said Ri-
chard Goewert, president of Local
1102. “But they won’t negotiate.””

But Thomas Walsh, Emerson
Electric’s St. Louis attorney, said
there is nothing in the Pregnancy
Discrimination Act that requires
employers to ofer full pregnancy
coverage for dependents.

Consultants and other experts
don’t have an exact estimate on the
number of employers that, like
Emerson Electric or Newport News

Shipbuilding, exclude or provide
unequal pregnancy benefits for
male emloyees’ spouses.

But some sources say at least sev-
eral hundred employers, particu-
larly those in financially hard-
pressed cities and counties, don’t
provide equitable pregnancy bene-
fits.

For example, the city of Glen-
dale, Calif., excluded pregnancy as
a covered benefit for spouses of
male employees. The city, which
has 1,500 employees, would have to
pay $25,000 a year more in group
health insurance costs if it had to
cover such pregnancies.

Glendale, however, is the target
of complaints from four police offi-
cers who, like the EEOC, say the
Pregnancy Discrimination Act re-
quires that their spouses’ preg-
nancy-related costs be covered in
their health insurance plans. n
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Insurer denies strike coverage to laboratory

Continued from page 1
When they did not return by Aug.
3, he dismissed them.

The air controllers walked off
their jobs after failing to come to
contract terms with federal gov-
ernment negotiators. The walkout
has forced cancellation of some
flights, delayed others and left
thousands of air travel industry
employees jobless. During the first
few days of the job action, the na-
tion’s largest air carriers reported a
daily gross loss of $35 million.

The Professional Air Traffic
Controllers Organization, the bar-
gaining unit for the nation’s 16,500
controllers, says it still is striking.

“As far as we're concerned, the
strike is not over,” says Marcia
Feldman, a PATCO spokeswoman.
Although the president has fired
the controllers, final dismissal no-
tices have not yet been sent. “No-
tices of intent to fire have been

‘We paid the full premium (of
$340,000) and we think we're protected,’
says Melvin M. Overman, Medpath'’s

senior vp of finance.

sent, but notices of firings have
not,” she says.

~Ms. Feldman says the controllers
have filed court appeals >oncerning
the firings. About 13,000 controllers
walked off their jobs, but more
than 1,300 have returnec.

“We're still picketing at the air-
ports. We're still on sfrike,” Ms.
Feldman said.

Disturbed Metpath officials
agree. They say they are covered
because the policy, which went into
force June 22, provided for cover-

age for both a strike or slowdown
caused by the air traffic controllers’
dispute.

Neither’American International
Group Inc., Birmingham Fire In-
surance Co. executives nor their at-
torneys, LeBoeuf, Lamb, Leiby &
MacRae in New York, would dis-
cuss details of their legal action.

Under the policy agreement,
Metpath was covered for one year
from June 22, 1981, to June 22,
1982. It was required to make a pre-

mium deposit of $170,000 that
would no: be refundable if the
strike did not occur or lasted fewer
than seven days. Metpath had to
pay the additional $170,000 if the
strike lasred longer than seven
days. They paid this premium after
the seventh day of the walkout,
and it was accepted by the insurer,
said Melvin M. Overman, Metpath's
senior vp of finance.

Metpath, according to the policy
agreemert, would be covered
against any extra expense accrued
while trying to continue normal
business operations during any air
traffic disruption, such as a strike
or a slowdcwn by controllers.

Coverage was scheduled to cease
12 hours after a new contract was
ratified by the air traffic control-
lers and approved by Congress.

For Metpath that means “we're

covered on the slowdown part.

alone,” explains Mr. Overman.

“Flights were canceled, we had to
depend upon extra charter flights
and even today schedules are only
back to 75%.

“We paid the full premium (of
$340,000), and we think we're pro-
tected,” Mr. Overman contends.

Mr. Overman says Metpath cur-
rently is spending $70,000 to $90,000
a week—an additional $50,000 to
$70,000 over normal expenses—to
charter planes to carry blood and
other medical specimens across the
country.

The costs, Mr. Overman says,
vary from week to week because of
commercial and charter flight ar-
rangements. Whenever possible,
Metpath tries to use commercial
flights, he says.

Metpath, with projected 1981 an-
nual sales at $110 million, provides
medical testing for hospitals, phar-
maceutical firms and industry in 36
countries. L]

classified advertising

Published every Monday. Copy in written form in Chicago office not later than
noon Monday, 7 days preceding publication date. Dispiay classified: takes card
rate of $49.00 per column inch with card discounts on size and frequency. Cash
with order. Responses to Business Insurance blind box ads are forwarded daily.

RATES AND CLOSING TIME:

Mail ads to Barbara Toshejg‘, Business Insurance, Classified Advertising Dept.,
740 N. Rush St., Chicago, IL 60

611.Call (312) 649-5340 for more information. Telex

Number: 254248. No verbal phone copy accepted. Responses to Business Insur-
ance blind box advertisements must fit into a regular business-size envelope.

Business Insurance
Circulation
Breakdown*

| Commercial Consumers
Administrative Managsment
owners, presidents,

vps, etc. 6.635

Financial Management:

chief financial officers,

vps of finance, secretaries,

treasurers, etc. 9,335

Insurance Management:

vps, directors, managers of

insurance, risk, benefits,

compensation, safety,
sacurity, etc. 5112
Go i Pt

Unions, Education

Institutions 952
Commercial Consumers

Sub-total 22,034
Insurance Agents

& Brokers 9,486
Insurance Cos. 4,486
Financial Institutions 292

| Actuaries, Attomeys,

Adjusters, Appraisers

& Consultants 2,135

Others allied to the field 752
TOTAL 38,188
*Source: Business/Occupational
breakdewn of qualified circulation,
May 4, 1981 issue, as submitted to
BPA for June 1981, BPA Publisher's
Statement.

INSURANCE COMPANY

Rhode Tstand Company  Charter; all
lines  property/casunlty. Reasonable

Cust. Can effect carllest closing date.
I'rincipals only.

Box 487, BUSINESS INSURANCE
740 Rush St., Chicago, IL 60611

——Risk Managemeni—;

« Corporate
+ Insurance

Company
* Brokerage

MARTY HODES, ARM
(212) 697-3358

IRM Division
Insurance Risk
Managament

National
Placement

— 415 Lex. Ave., NYC 10017

——— Career Guides Agency ——

RISK & INSURANCE
CONSULTANT
IN ITALY

Iizk consultant, Iralian nattonal. in-
werested in giving the most efficieney
to his professionality, would meet
Nurth  American  organizations  with
program of opening operative bases in
Ttaly by offering his services as con-

sultant and jolnt venture. Holid pack-
uge of technical knowledme and more
than 20 years experience, Willing 10

stay temporarily abroad for training.

Box 484, BUSINESS INSURANCE
740 Rush- St. Chicage, 11l. 60611

EMPLOYEE BENEFIT
ACCOUNT EXECUTIVE

Rapidly expanding wholly-owned subsidiary of a major Interna-
tional Holding Company is seeking to employ a number of ad-

ditional Account Executives.

We are third party professional administrators with 28 years
of experience in the administration of non-occupational employer

. benefit plans.

NOSE FOR NEWS?

Are you a reporter working on an insurance company
or brokerage firm in-house publication who would
rather be reporting the news for an independent
magazine?

Business Insurance is looking for an editor for

Agent/Broker Topics, the monthly demographic
magazine sent to agent and broker subscribers of
Business Insurance.

If you have reporting experience, understand the
insurance/agency business, write well and work in-
dependently, apply for this position. Send resume,
cover letter and clips to: Kathryn J. Mcintyre, Editor,
Business Insurance, 740 N. Rush St., Chicago, Ill.
60611.

MAI%FAGER
EMPLOYEE BENEFITS

An immediate opening exists for an experienced profes-
sional to assume the responsibilities of Manager of Em-
ployee Benefits for a major Midwestern Insurance Com-
pany. The Manager will analyze, develop, design, re-
commend and administer the corporations employee
benefit program. . ;
The successful candidate for this position will possess:
¢ A BACHELOR'S DEGREE IN BUSINESS ADMIN-
ISTRATION, INDUSTRIAL RELATIONS OR RE-
LATED FIELD (MASTER'S PREFERRED); CERTI-
FICATION IN EMPLOYEE BENEFITS IS ALSO
PREFERRED.
PROGRESSIVE EXPERIENCE IN THE DESIGN, DE-
VELOPMENT AND ADMINISTRATION OF BENE-
FIT PROGRAMS INCLUDING PENSION PLANS,
?Cl}gSUP INSURANCE AND OTHER RELATED POL-

® KNOWLEDGE OF STATE AND FEDERAL GUIDE
LINES RELATED TO BENEFIT AND ERISA RE-

fcunsult.ingl Executive Search

To the Insurance Industry

[‘ PAUL £. RUNKLE

ASSOCIATLS. INC.

. One Chase Road
Scarsdale, New York 10583
(914) 725-0773

SALES/MARKETING V.P.
——Midwest

A growing medium-sized admin-
istrator and marketer of spon-
sored and non-sponsored na-
tional insurance programs seeks
an individual to help develap
and implement its sales and
marketing strategy. Experience
in property and casualty is es-
sential. Experience .in mass-
marketing and excess and sur-
plus lines is desirable. Start-
ing salary of $30,000 or more
based upon qualifications.
send resume to:
Box 488, BUSINESS INSURANCE
- 740 N. Rush Street
Chicago, lllincis 60611

SENIOR 740 Rush St Eniesge: N1 Sber1
MARKETING AL .
REPRESENTATIVE —
Alexander & Alexander Inc., the
faeon, iaase] muchos biotiat INSURANCE
T B e COMPANY

The ideal candidate has 3-5 years
of experience marketing primary
casualty accounts and will analyze
and review loss exposures, pclicies,
endorsements and audits to assure
quality placement and handling.

To learn more about our—excellent
benefits and to arrange an inter-
view, telephone Carol Donald at
312-5656311.

ALEXANDER AND ALEXANDER INC.
130 East Randolph Drive
Chicage, IL 60601

A & H UNDERWRITER
Large National T.P.A. looking for
young aggressive underwriter, Stop-

.Loss Exper. preferred. Salary open,
Bonus Available, excellent advance-

ment options, Mpls, location.
Inquire: E.B.F. Inc.
(612) 546-4353
6950 Wayzata Bivd.
Mpls, MN 55426

INSURANCE COMPANY
WANTED
Consortium of Insurance Pro-
fessionals Interested in Acqui-
sition of a Multiple Line In-
surance Company Admitted in
10 or more Mid-Western States..

Reply in confidence to:
0X 474, BUSINESS INSURANCE
740 Rush St., Chicage, 111, 60611

INSURANCE SALES

A rapidly expanding suburban
Brokerage house is looking for
an estabiished salesperson with
solid following. Must be all lines
license and have at least 5 years
successful selling. We offer high-
est commission, bonus incentives,
fringes, Excellent markets, and
creativity including “‘Program De-
sign''. Write

FOR SALE

All of the capital stock of 3
yr. old Illinois Casualty com-
pany with zero business in farce
for approximately book value
($2,500,000.00) or hbest offer.
Reply

Box 485, BUSINESS INSURANCE

740 Rush St., Chicago, 111. 60611

Our experience encompasses serving clients in a range of 100
to over 60,000 covered employees,
Our role and posture is that of being a total substitute for a
commercial group insurance carrier or a service plan and our
clients operate their plans on a totally self-funded basis with
regard to Short-Term Disability, Hospital, Medical, Drug, Vision,
Dental and Long Term Disability coverages.
While we maintain an Acturial/Underwriting Department we are
in no way whatsoever in competition with brokerage and/or
consulting firms and work in tandem, in a harmonious manner,
with such organizations in the best interest of our mutual client.
Qur service package is complete and leaves no unfilled gaps.
We are interested in well experienced Account Executives em:
ployed in the consulting field as well as experienced commercial
carrier Home Office Representatives with clearly proven sales
production track records.
The properly qualified person should earn $50,000 to $100,000
per year.
If you qualify and are interested please forward reasonably
detailed resume. We will respond promptly and must move
forward with dispatch in the implementation of a dramatic
national expansion plan.

Box 477, BUSINESS INSURANCE

740 Rush St. Chicago, Ill, 60611

GULATIONS.
L] %!l({‘n MANAGEMENT EXPERIENCE IS ESSEN-

AL.
® PREVIOUS EXPERIENCE WITH AN INSURANCE
COMPANY IS PLUS.

We offer a challenging work environment, comprehen-
sive benefit package and salary to the mid $30's.

If you are innovative, self-motivated and meet the above
criteria, send your resume by Sept. 15, 1981 to:

John D. Corwin
Professional/Technical Recruiter

M/F Equal Opportunity Employer V/H

OPPORTUNITY FOR ACCOUNT
EXECUTIVE IN VERMONT

We are seeking an experienced producer with superior insur-
ance knowledge to join our agency and participate in our fu-
ture growth and development. We expect strong effort and-
initiative coupled with dedication to client service and we pro- .
vide equally strong rewards and opportunity. -

If you have ten years insurance experience, a commitment to
professionalism in client service and a strong desire for suc-
cess, we'd like to meet you.

Please send resume to L. F. Hackett, President,

HACKI:ZTT, VALINE & MacDONALD, INC.

198 College Street
Burlington, Vermont 05402

' Automohile Club of Michigan
Auto Club Drive
Dearborn, Ml 48126

An Equal Opportunity Employer
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Small firms switching health insurers

Continued from page 1

tual Benefit Life Insurance Co. of
Newark, N.J., are reporting major
increases in the number of employ-
ers enrolled in special small-em-
ployer programs.

These insurers kept rate hikes
below 30% and believe they have
picked up employers fleeing from
Prudential and Pacific Mutual plus
other new business.

For example, Connecticut Gen-
eral’'s Benefitter Trust program,
started in April 1978 for employers
with two to nine employees, is
gaining 500 to 600 new employersa
year. It has about 3,000 participat-
ing employers.

At Mutual Benefit Life Insurance
Co. enrollment in the insurer’s
Charter Series covering employers
with three to 50 employees has
leaped to 19,000 employers, up from
4,000 in 1975. “We've discovered
that we've had a very hot product
in the last 15 months,” said Senior
Vp John Antliff.

Insurers agree that competition
in the small business health insur-
ance market is fierce. “The under-
10 market is characterized by many
sellers,” said George Sutherland,
director of marketing at Connecti-
cut General.

This fierce competition is a sharp
contrast to the early 1970s when
smaller firms complained that they

were shunned in the group health
insurance market.

Insurers, though, began plunging
into the small business market in
the mid and late 1970s after setting
up, in many cases, multiple em-
ployer trusts. These trusts pool the
risks of different employers in one
industry to allow the lower costs
typical of larger group insurance
programs.

For example, Mutual Benefit
Life operates nine different multi-
ple employer trusts, providing cov-
erage to 100,000 employees in in-
dustries such as utilities and retail
trade.

“The key to serving the small
business market is to keep the
product simple,” said a spokeswo-
man for Aetna Life & Casualty Co.
in Hartford, Conn.

But some insurers have been
badly burned in the small business
health insurance market. Industry
sources estimate that Prudential
last year lost $60 million in the
under-50-lives health insurance
market. Richard Drake, Prudential
vp and associate actuary, says that
figure is in the ballpark.

Prudential’s problems began a
couple of years ago when rate hikes
didn’t keep pace with inflation.
“Everyone kept on saying: ‘It (in-
creases in medical costs) can’t keep
going on.” But it did,” Mr. Drake

said.

Despite the losses in the last year,
Prudential intends to stay in the
small business health insurance
market. “We made a conscious de-
cision, after some study, to stay in
the business. We think we can set
rates on a sound basis . . . so that we
can make money in the future”
Mr. Drake said.

Pacific Mutual kept raising rates
for its METSs, but losses continued
to pile up. “Rates kept rising, but
the experience remained bad,” said
Paul Doerr, assistant vp in charge
of MET sales.

Finally, Pacific Mutual began in
June to pre-screen employers with
fewer than six employees to weed
out bad risks. Most other insurers
also pre-screen.

All insurers agree that there has
been a claims explosion in the
small business market, a situation
they attribute to an uncertain econ-
omy.

“There is a lot more stress out
there,” said Mr. Doerr. Other ex-
perts say that employees are more
likely to opt for surgery now be-
cause they fear they could be laid
off soon and would not have group
health insurance plan to cover
medical costs.

Employees also want their claims
money faster. “People don't let the
claims stack up,” said Richard

Hearing set for next week
on foundering Idaho MET

Continued from page 1

The METS involved reorganized
as self-funded plans and other self-
funded METs sprang up.

The self-funded METSs then filed
with the federal government as
employee benefit plans and argued
that the Employee Retirement In-
come Security Act barred state reg-
ulation of them. The trusts usually
are organized by third-party ad-
ministrators.

The Labor Department, though,
failed to set standards for the self-
funded METsS or to clarify their sta-
tus for regulation. The trusts in
some cases sued to block state regu-
lation. As a result, the trusts often
have operated in a regulatory void.

In this void, several trusts went
bankrupt. In California, for exam-
ple, the Hospital Welfare Assn.
Trust and the National Multiple
Employers Foundation collapsed in
1977, leaving thousands of people
with unpaid medical claims that
may have exceeded $7 million.

The failure of self-funded METs
has been attributed to poor reserv-
ing practices, inadeguate rates and
using too large a part of premiums
to pay high commissions to agents.

But following an extensive series
of stories in Business Insurance,
state and federal regulators began
taking the offensive against the
METs. In 1977, for example, courts
in Kansas and Arizona ruled that
METs in their states were not em-
ployee benefit plans.

And beginning in mid-1979, the
Labor Department began issuing
advisory opinion letters saying that
more than 30 METs were not em-

ployee benefit plans. Those letters

gave state regulators further am-
munition to close METSs.

However, in one case involving
Insurance and Prepaid Benefit
Trusts, a self-funded MET in Tus-
tin, Calif., a federal judge ruled that
employers can band together to
self-fund benefits as an employee
benefit plan covered by ERISA and
oe exempt from state regulation.

Judge Robert Takasugi also ruled

that for a MET to be considered a

oona fide ERISA plan, the em-

ployer members must have full
control over the plan, a test few
self-funded METSs organized by
third-party administrators have
been able to pass (BI, Aug. 3).

According to papers filed with
the Labor Department in Washing-
ton, the Northwest plan began op-
erations as an “ERISA benefit”
plan on July 1, 1977.

It quickly grew. Its 1977 EBS-1
plan description form listed 575
participants. By May 1979, Richard
Weston, who was listed as the plan
administrator on the EBS-1 form,
told the Labor Department that the
plan had 6,100 participants.

On Oct. 3, 1980, the Lahor De-
partment wrote to Larry Profitt,
president of Northwest Assn. of In-
dependent Business, that the self-
funded MET was not an ERISA
plan, contrary to the assertion on
the plan’s benefit schedule.

In the letter, which was signed
by Ian Lanoff, administrator of the
Labor Department’s Office of Wel-
fare and Benefit Programs, the de-
partment noted that the Northwest
trust flunked several ERISA tests.

The department noted that
Northwest members were required
to give their proxy to Mr. Weston, a
Boise attorney.

Mr. Weston, along with Mr. Pro-
fitt, were partners in United Ser-
vice Administrators. USA, which
administered the Northwest health
plan, was incorporated on June 29,
1977, two days before the North-
west plan was established, accord-
ing to the Labor Department. USA
collected 15% of Northwest's pre-
miums as an administrator, the de-
partment said.

The Labor Department charged
that Mr. Weston and his associates
“dominated” Northwest. Actual
member participation in Northwest
was “virtually non-existent,” ac-
cording to the department.

“We believe it a significant char-
acteristic of a bona fide employer
association that it be subject, in
form and substance, to the control
of its members; NAIB members,
who are required to give their
proxy to Mr. Weston are not, in our

view, as a practical matter, able to
exercise control over NAIB,” the
Labor Department letter said.

Mr. Weston did not return re-
peated calls by Business Insurance.

In February 1981, the Idaho In-
surance Department began to re-
ceive complaints from Northwest
participants that the trust was not
paying claims on time.

Sometime later—it isn’t exactly

clear when—Northwest purchased:

a master group health insurance
policy from American Western
Life Insurance Co. of Boise to cover
1,800 Northwest participants.

According to a regulator in the
Utah Insurance Department, Mr.
Weston made at least one attempt
in 1979 or 1980 to purchase Ameri-
can Western, but he lost out to
other bidders.

As soon as Northwest partici-
pants were switched over to
American Western, the insurer in-
creased rates 15%. The average
yearly premium per employee
climbed to $800 from $700, accord-
ing to Gary Belew, American West-
ern's director of marketing.

But Northwest canceled its policy
with American Western effective
July 1. About 25% of Northwest's
participants converted their master
coverage policy to individual poli-
cies with American Western. Mr.
Belew said some other Northwest
participants may now be covered
by association health insurance
plans in other states. a

Storm damage
hits $2 million

NEW YORK—The wind and
hail that swept through portions of
Nebraska Aug. 22 caused an esti-
mated $2 million of insured prop-
erty damage, according to W.D.
Swift, vp of property claim services
at the American Insurance Assn.
The most extensive damage oc-
curred in the Alliance, Neb., area,

The storm was assigned Catastro-
phe Number 36 by the Insurance

- Services Office. »

Biles, administrator of the National .

Employers Security Trust in Los
Angeles. “They send in a claim
even if it is only for a few dollars.”

Other factors that have forced in-
surers to boost rates include:

® Doctors prescribing more so-
phisticated, expensive medical
treatment.

® The expansion of plans to
cover pregnancy for female em-
ployees as a result of the 1978 Preg-
nancy Discrimination Act, which
barred most firms from excluding
or providing inequitable pregnancy
benefits in their group health in-
surance plans.

Most larger firms already were
providing pregnancy benefits be-
fore April 29, 1979, the date the law
took effect. But many smaller firms
waited until the midnight hour to

include them. The pregnancy law,
however, does not apply to firms
with fewer than 15 employees.

® Increasing public awareness of
and willingness to use the health
care delivery system.

® Doctors prescribing addi-
tional tests, some of which may not
be necessary, because of their fear
of medical malpractice suits,

Insurers say they’'ll continue to
compete vigorously to garner an
increased share of the small busi-
ness health insurance market
through METs because that is
where they see future market
growth.

“There are more opportunites
here (in the small employer mar-
ket) as more large employers self-
fund,” Mutual Benefit Life's Mr.
Antliff said. .

REIMBURSEMENT
PLAN ror

business owners,
professionals,
Key executives.

Tax sheltered reimbursements for medical expenses
not covered by normal group insurance can be an
important part of total compensation.

Final IRS Regulations.published January 15, 1981,
indicate it is still possible to receive favorable tax
treatment for medical reimbursements when benefits
are provided under an “insured” plan.

THE EXECUTIVE
INSURANGE TRUST

A medical reimbursement plan designed as a result of
Final IRS Regulations.

If you'd like to know more about medical
reimbursements, or just want to compare insured
plans, return the coupon.

The EXECUTIVE INSURANCE TRUST

celtic life

Underwritten by: insurance

celtic

company
Hartford, Connecticut

O — N —— —— — — T CE —— — — — — — — — e -

Executive Insurance Trust Administrator DEPT. BI-8/7
301 Plus Park Boulevard

Nashville, Tennessee 37202

O Send Free Brochure and full details.

Name

Firm

Street

City State Zip

Phone
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Takeover rumors dominate British market

By ALAN H. CLIFTON
and PHIL V. OLSEN

Special to Business Insurance

LONDON—Rumors of imminent takeover
bids are still drifting through the British in-
surance industry. The June tender offer by
West Germany's Allianz for up to 30% of
British insurer Eagle Star is still reverberat-
ing around the London market. Commercial
Union is still a focus of takeover speculation,
but other companies are being mentioned as
well.

One repercussion of the takeover talk is
that insurers are declaring more liberal divi-
dends. The insurers’ first-half financial re-
vorts generally included dividend increases
despite mixed financial performances.

General Accident, whose profits increased
to 51 million pounds from 39.5 million
pounds during the same period of 1980, raised
its interim dividend 20%. Commercial Union,
despite a 25% decrease in net income, posted
a 10% dividend increase.

In the past, British insurance companies
have usually reacted to a downturn in the
underwriting cycle by moderating their divi-
dends. This year, though, it looks as if insur-
ers are paying more attention to keeping
their shareholders happy.

When pressed by Allianz, Eagle Star disco-
vered it could afford a 40% increase in its div-
idend. Other companies seem to be following
suit.

Large dividend increases, of course, can
only be justified if there are earnings to be
distributed to the shareholders. To date, 1981
is revealing the same underlying trends of
last year. The United Kingdom is once more
proving to be the only major insurance terri-
tory where worthwhile underwriting profit
can be earned.

Conditions in Australia, Canada, continen-
tal Europe and the United States either re-
main dreadful or are getting worse.

Royal Insurance, for once, has come out
ahead of its rivals, Commercial Union and
General Accident, on U.S. underwriting.

( Blticker

)

Royal posted a first-half combined ratio of
102.5% on its U.S. business, compared with
109.4% for CU and'105.7% for GA.

Royal has paid a good deal of attention in
recent years to reducing its exposures in the
industrial Northeast, building up business in
the boom areas of the Sun Belt and on the
‘West Coast. That strategy looks as if it is pay-
ing off.

Since our last review of the British insur-
ance scene about two months ago, the prop-
erty/casualty stock index has risen by 10%,
outdistancing the overall 5% British equity
market rise. The Lloyd’s brokers also have
performed well over this period, increasing
about 10% as well.

The continued strength of the U.S. dollar
and of other major currencies against the
British pound has undoubtedly been a help to
these high overseas currency earners, but
they also have been boosted by the takeover
TUMOrs.

Naturally enough, the takeover guessing
game entered a new dimension after the ter-
mination of merger talks between the Sedg-
wick Group and Alexander & Alexander at
the end of July. These two major brokers
could not agree on a plan that would guaran-
tee the perpetuation of their strengths in
Britain and the United States.

It was this intransigence as much as the
intractability of the U.S. Internal Revenue
Service—which shouldered most of the
blame—that signaled the end of the merger
discussions.

But the two brokers are still on friendly
terms and will continue to work together.
But it is popularly assumed that A&A will be
unable to resist the temptation to acquire
some other Lloyd’s broker to demonstrate
that it is no less virile than Marsh & McLen-
nan, Frank B. Hall and Fred S. James.

Investors have not fogotten that A&A
nearly\sealed a deal with Alexander Howden

Alan H. Clifton (left) and Phil V. Olsen are analysts
with London-based Kitcat & Aitken. They report
quarterly on the British insurance industry for Busi-
ness Insurance in addition to supplying weekly earn-
ings reports on British companies.

back in 1974 and that the two companies
have a joint underwriting venture in Ber-

‘muda. More importantly, perhaps, Howden

may be dusting off the “for sale” signs, signif-
icant because A&A would not want to get in-
volved in-the type of fracas that character-
ized Marsh & McLennan'’s bid for C.T. Bowr-
ing.

It thus comes as little surprise that Howden
stock has shown a recent gain, following
some weakness triggered by fears about the
divestment of Lloyd’s brokers and under-
writing agencies.

Perhaps Howden is thinking about selling
its brokerage operations, which could be a
more price-effective way of settling the di-

" vestment requirement. Such a move would

appeal to A&A.

But Howden is certainly not the only
agency that A&A is eyeing, and if the U.S.
brokerage is determined to buy a base on
Lime Street, there are a number of other
candidates.

Hogg Robinson, while probably not high
on A&A'’s list, may also be an acquisition tar-
get. While Hogg has denied that it has a U.S.
suitor, rumors of a takeover from the East
have been circulating in the market. Buying
an insurance brokerage firm could appeal to
some of the large financial corporations in
Hong Kong, for example,

It is worth keeping in mind that the Hong
Kong & Shanghai Bank already owns a small
Lloyd’s broker, Antony Gibbs Sage, through
the acquisition of a British bank last year.
Meanwhile, the Tung shipping empire also
acquired a small Lloyd’s broker, Furness
Houlder Insurance, through the purchase of a
British shipping group.

Perhaps these companies, as well as others,
may be trying to duplicate the success of
Hong Kong's Jardine Matheson, whose vari-
ous acquisitions of Lloyd’'s brokers have ex-
panded a small insurance borkerage subsidi-
ary into one of the world’s 20 largest insur-
ance brokerage firms.

While rumors of takeover bids may con-
tinue to influence the stock of Lloyd's bro-
kers, their first-half reports, due in the com-
ing weeks, will provide a chance to examine
how well the brokers have been able to cope
with this year’s difficult market conditions.
Exchange rate benefits and, perhaps, earlier
attention to cost control could mark the dif-
ference between the performance of the
Lloyd's brokers and their U.S. counterparts. s

British Issues
1 Weak
91 Price P/E Div. Yield High—Low
Companies pence pence % pencepsnce
Commi Union 187 111 1607 96  168—164
Eagle Star 311 104 2143 69 312—308
Genl Accident 390 9.1 2107 54  390—378
‘QdnRoyalExch 380 97 2214 58  380—368
Phoenix 320 94 2129 66 320312
Royal 415 106 3500 84  415—400
Sun Alliance 10256 102 47.14 46  1025—990
Brokers
CE Heath 308 120 1500 49  308—305
‘Hogg Robinson 115 91 857 74  116—114
AlexHowden 145 94 1000 69  145—136
JH Minet 141 128 650 46  143—141
Sedg Grp 154 126 7.4 46  184—152
. Stenhouse Hidg 101 93 664 66 101—88
Stew Wrightson 220 116 1714 78 228217
Wiitis Faber 388 134 1714 44 388377
Source: Philip Olsen/Alan Clifton, Insurance Industry
Specialists Kitcat & Aitken Stockbrokers,
London

Insurers report
underwriting loss

NEW YORK—The nation’s property/casu-
alty insurers suffered an underwriting loss of
$2.76 billion in the first half of 1981, but
healthy investment income more than made
up for the loss.

The industry reported after-tax earnings of
$3.37 billion for the first half of the year, ac-
cording to the Insurance Services Office and
the National Assn. of Independent Insurers.
That figure includes investment income of
$5.22 billion.

The earnings figure was slightly less than
the $3.4 billion in after-tax earnings posted in
the corresponding period of 1980.

The industry maintained a combined ratio
of 106.1% in the first six months of 1981, ac-
cording to the report. The industry’s com-
bined ratio stood at 103.4% after the first half
of 1980.

Insurers paid out $715 million in policy-
holder dividends, the report says.

First-half written premiums of $47 billion
represented only a 3% increase over the first
half of 1980, the report said, adding that this
is indicative of the downward pressure on
premium levels due to current intensive
competition in the insurance marketplace.

The figures released by the ISO and the
NAII represent 95% of the nation’s prop-
erty/casualty insurance business. (]

Grocery company sets up own insurer

Continued from page 3

Fremont, whose cooperation Mr.
Lefore praises, will continue to
front business from California and
Washington that will be reinsured

through United Employers.

The new Oregon-domiciled in-
surance company is a natural out-
growth of UGIC Ltd., Mr. Lefore

explained, *

insurance services guide
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The Bermuda company's activi-
ties will gradually diminish as risks
are underwritten by United Em-
ployers.

The insurance marketing arm of
United Grocers, called U.G. Insur-
ance Ine,, will continue to provide
underwriting and risk manage-
ment services.

Nearly 70% of UG member stores
participate in the cooperative'’s in-
surance program established 10
years ago. At that time, UG formed
its own insurance agency to scout
out difficult-to-place coverages,
such as crime insurance.

“Limits of $2,500 were standard
then, but our members, who are
medium to large supermarkets,
wanted limits up to $50,000,” Mr.
Lefore said.

Five years later, the agency
added loss-control and claims ad-
ministration services. The Ber-
muda captive was formed in 1976.
And now UG owns a specialty in-
surance company that will write
risks of UG member and non-
member groceries.

United Employers underwrites
casualty coverages up to $15 mil-
lion per occurrence. Maximum
property insurance limits of $1.2
million can be augmented with fa-
cultative reinsurance arranged
through intermediary John F. Sul-
livan & Co. in Seattle.

The company was capitalized
with $2 million provided by U.G.

Insurance Inc. Fremont Indemnity
Co. and- others will provide rein-
surance to protect the new com-
pany against losses exceeding
$50,000.

United Grocers operates two
major warehouses in Medford and
Portland and owns 100 trucks and
150 trailers. Employee back injuries
and grocery store fires are among
the most frequent types of losses
incurred.

Because of its close familiarity
with the grocery business, United
Employers will provide superior
risk management and loss-control
services to the stores, Mr. Lefore
emphasized.

“If a store is burglarized or des-
troyed in a fire, for example, we
can inventory and itemize losses
very quickly,” Mr. Lefore ex-
plained. “That’s because we know
the store's stock value and under-
stand internal accounting practices.

“We offer engineering services to
members that can be employed
after a fire to quickly identify what
reconstruction needs to be done.
Besides staff engineers, we work
regularly with independent con-
tractors who know our stores and
can move in and start rebuilding
immediately.

“If there is smoke damage to a
store after a fire, our specialists
know how to clean the stock and
have the store back in business the
next day,” Mr. Lefore explained.

The advantage of knowing the
business also translates into re-
duced workers compensation
losses, he said. “We work closely
with doctors to determine the phyi-
cal limitations of an injured worker
—and we understand the specific
physical requirements of various
jobs.”

Mr. Lefore said his department
runs a modified work program that
has earned the cooperation of de-
partment heads.

“Now that managers see the
value of rehabilitating employees
quickly, they are coming to us with
their suggestions for modified jobs
in their departments,” hesays. =

Group life sales
increase in June

Group life insurance purchases
in June increased nearly 400% over
puchases in June 1980 because of
an estimated $40 billion purchase
under Federal Employees’ Group
Life Insurance contracts, according
to the Life Insurance Marketing &
Research Assn.

Excluding these FEGLI pur-
chases, group life insurance set up
under new or revised group con-
tracts totaled $17.7 billion in June,
compared with $14.9 billion a year
earlier.

All figures represent face
amounts of insurance purchases. =
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Can ‘good hands’ hold commercial lines?

By LEN STRAZEWSKI

HE “GOOD HANDS” of Allstate already

cradle about 20 million policies for auto-
mobiles, private homes and individuals, but
the hands continue reaching out for more.

Through an Allstate life insurance subsidi-
ary and commercial insurers named for its
suburban Chicago headquarters town of
Northbrook, Ill., the company is trying to
grab and hold commercial property/liability
insurance and employee benefit coverages.

But the key questions, asked by the insur-
ance industry and outside observers, is: Can
the body hold the new risks for which the
hands are grasping and can the parent in-
surer continue to increase its share of the
personal lines market?

Allstate, part of the Sears, Roebuck & Co.
conglomerate, celebrates its 50th anniversary
this year and bears all the signs of a mature,
middle-aged giant. At middle age, growth is
notoriously difficult.

The corporate headquarters sprawls across
a 122-acre complex that has its own 5-acre
lake. Its coffers are stuffed with a 1980 in-
come of more than $450 million and premium
volume of more than $6 billion. Total assets
'fogr8 (;:he Allstate group topped $10.5 billion in
1980.

The Allstate conglomerate contains the au-
tomobile and homeowners insurance com-
pany, two separate life insurance companies,
three commercial insurers, a management
consulting firm and a fire protection engi-
neering consulting firm.

All of the subsidiaries made a profit in 1980
so Allstate last year returned $197 million to
its corporate parent, a donation that helped
offset a generally dismal year for the Sears
merchandising group.

For the whole Sears group, net income for
1980 dropped to $606 million from $810.1 mil-
lion in 1979. Earnmgs per share dropped to
$1.92 from $254 in 1979, -

Allstate is the second-largest automobile
and homeowners insurer, behind the State
Farm Cos.

“The automobile and homeowners insur-
ance business is a $44 billion market and we
have about 10% of the automobile market
and 9.5% of the homeowners business,” All-
state Chairman Archie Boe told Business In-
surance.

“And our strategic plan is simple. We plan
to increase that market share as much as we
can and enter the commercial lines market-

place, which is a $49 billion market. We want
to keep growing.

“I think we can double our market poten-
tial by competing in commercial lines and I
think we can still grow in personal lines,
especially in the area of life insurance and
group life and health coverage, which is a $70
billion market,” he added.

The goals, however, are historically diffi-
cult for the insurance group. Although life
insurance in force rose $2.4 billion in 1980 to
$29.9 billion, group life coverages, a small
portion of the Allstate Life Insurance Co.
business, actually decreased last year.

This year, group sales have been flat, ac-
cording to Mr. Boe, though year-end results
may show an increase. In 1978, the firm in-
corporated Northbrook Life Insurance Co. to
underwrite life and health insurance through
brokers, but its growth has been slow.

Hot competition in the commercial insur-
ance marketplace has also slowed the growth
of Northbrook Property & Casualty Insur-
ance Co,, the conglomerate’s admitted com-
mercial insurer, as well as its more estab-
lished excess/surplus insurer.

The group wrote only $700 million in all
lines of commercial insurance, including
small commercial risks underwritten by All-
state and excess/surplus lines underwritten
by the Northbrook Excess & Surplus Insur-
ance Co.

Norpac, as Allstate executives call the
property/liability insurer, managed to write
about $92 million in commercial insurance
premium, targeting office buildings, condo-
miniums and apartment buildings, according
to brokers that sell the coverage.

The insurer was also seeded with some au-
tomobile fleet policies originally under-
written by Allstate but transferred to North-
b;ogk when it was opened for business in
1978.

Brokers consider Northbrook a prime mar-
ket for commercial fleets, since the commer-
cial little brother shares computerization and
experienced claims handling with Allstate’s
personal auto departments.

Some agents and brokers, however, still
feel unsure about tapping the All-
state/Northbrook resources. During the last
market erunch of the mid-1970s, Allstate at-

tempted to enter the commercial arena with
its own name and direct-writing market-
force. The experiment, according to Mr. Boe,
was a failure.

“Though all of our research said we could
do it, we just couldn’t make headway. We
were out of the business in two years,” he
said.

The Northbrook companies were set up to
tap the established independent insurance
sales network of agents and brokers for the
second shot at commercial business. The
Northbrook commercial insurer is reinsured
by Allstate to enforce an image of stability.
Northbrook Excess & Surplus reinsures 90%
of the risks its underwrites and retains 10%,
which is reinsured by Allstate.

But many producers remember how
quickly Allstate backed out of commercial
lines in the mid-1970s and many smaller in-
dependent agents are painfully aware of the
Allstate personal lines grip that chokes off an
expanding portion of what was once inde-
pendent agent business,

However, that relationship may be turning
for the better, Mr. Boe said. Allstate has al-
ready signed up about 1,500 independent
agents to sell personal insurance in rural
areas and hopes to add 1,500 more in the next
couple of years.

Northbrook Excess & Surplus is more of a
success story and is now considered a first-
‘rank market by wholesale agents and bro-
kers. It rocketed to a position as the largest
E/S insurer in the country in 1978, armed
with only $10 million in capital from Allstate
proper, but increasing competition took the
new venture down a peg. In 1979 it slipped to
No. 2 and stayed there in 1980, writing $226.7
millicn in premium volume.

The disaster at the Kansas City Hyatt Re-
gency Hotel has also hurt the firm, which
provided some $25 million in insurance cov-
erage. The Allstate Group and Northbrook
Excess/Surplus retains about 10% or $2.5 mil-
lion of the potential loss. The remainder of
the coverage is reinsured under a variety of
reinsurance agreements, acecording to Mr.
Boe.

Examining the competition, outside ob-
servers aren’t sure whether or not the hands
can hold any more.

Bl Industry Stock Report

SEPT. 1, 1981
Insurance Cos. Price % Chg, P/E § Div.
— — ——
Aetna Life & Cas Co NYSE 37.25 3.8 6.6 2,32
American Bankers Ina Group orc 5.75 =U.2 10.8 0.u4u
American Gen Ins Co NYSE  40.50 -0.9 @&.% 2.00
American Indty Finl Carp 0T 14.38 ~1.7 5.8 1.12
American Intl Group Ine 0o7C 56.75 =0.4 10.3 0.40
Americsn Natl Ins Co oTC 12.88 1.0 5.8 0.68
American Sts Life Ins Co arc 1§.50° 0.0 6.2 0.72
Aneco Relns Ltd oTCc 3.00 €.0 0.0 0.00
Appalachian Natl Corp oT1C 2.25 0.0 6.4 0.00
Avemca Corp AMEX 5.38 -2.6 7.7 0.50
Banks lowa Inc oTC 39.00 2.6 6.2 1.4y
Bitco Corp Q1c 38.50 -3.7 5.4 2.16
Carolina Cas Ins Co Qe 6.75 0.0 5.9 0.32
Central Matl Finl Corp QTC 12.38 19,3 &.0 0.65
Chubb Corp o1c 46,00 1.1 5.6 2.68
Combined 1ntl Corp NYSE 20,00 -1.2 £.5 1.60
Connecticut Gen Ins Corp RYSE 49.13 2.0 £.4 1.76
Continental Corp NYSE 28,50 -1.5 7.8 2.40
Crawford & Co o1¢ 15.60 =1.6 11.9 0.52
Crown Life Ina Co QTC 102.00 =2.9 11.1 2.80
Crum & Forster NYSE  31.25 1.8 5.5 1.64
Employers Cas Co OTC 33.00 =5.7 5.4 1.20
Equifax Inc NYSE. 23.38 -0.5 5.3 2,40
Excelsior Ins Co 0TC 16.50 0.0 17.6 0.70
Farmers Group Inc Q1C 26.75 0.9 8.3 1.12
First Colony Life Ins Co o1c 61.00 -2.4 18.6 0.80°
Foremost Corp Amer oT1c 25,25 =-1.9 7.5 0.80
Great West Life Assurn Co QTIC 2uu.00 -2.4 9.9 10.00
Hanover Ins Co o1¢ 27.75 -2.6 3.8 0.72
Hartford Stesm Boiler Insptn  OTC §1.50 =2.4 7.4 2,60
Jefferson Natl Life Ins Co 0TC 35.50 0.0 28.6 0.584
Kemper Corp 0TC 32.88 -3.0 5.3 1.60
Lincoln Natl Corp Ind HYSE  36.63 -B.9 5.6 3.00
Mgie Invt Corp NYSE 32.715 -4.7 8.5 1.28
Miasion Ins Group Inc NYSE  39.25 -3.1 7.2 1,00
Nationwide Corp Ohic oTc 2u.63 0.0 7.0 0.70
Northwestern Hatl Life Ins o1C 25,50 -1.4 6.2 1.36
QOhic Cas Corp oT1C 39.75 =0.6 6.1 2.04
0ld Rep Intl Corp oTC .50 -7.9 3.7 0.92
Pinehurat Corp o1c 6.50 -1.9 0.0 0,00
Preferred Risk Lifs Ins Co {¢3 (4 19,13 =1.3 5.6 0.80
Provident Life & Acc Ina Co  OTC L4.50 0.0 6.2 2,20
Ryan Ina Group Inc o1C 21.50 =1.1 9.1 0.2
St Paul Cos Inc OTC 4 g0 1.7 7.5 2.32
Safeco Corp oTe 35.88 0.3 6.8 2.00
Sri Corp Qa1 23.00 5.7 4.8 1.00
Seibels Bruce Group Inc oTc 24.25 -0.5 13.0 0.80
Statesman Group Ing 071C 6.75 -1.8 5.7 0.15
Tokio Marine & Fire Ins Co OTC  144.25 1,1 19.5 1,00

8/26/81 THRU 9/1/81

SEPT. 1, 1981 8/26/81 THRU 9/1/81

° Yid. High Low_ Vol. (000) Jrice % Chg. P/E $Div. % Yid. High Low Vol (000)
A e L e e
6.2 37.25 36.50  365.2  Travelers Corp NYSE 41,83 0.6 4.9 2.88 6.9 42,13 w150  221.5
757 6.00 - 5.75%  B81.3
4.9 H0.79  40.13 37.4  united Fire & Caa Co OTC 34,00 -4.2 8.9 1.00 2.9  35.50 34.00 0.8
7.8 .63 14.38 3.8 united States Fid & Gty Co NYSE  39.75 -0.9 5.9 3.20 8.1 50.25 39.75 63.8
0.7  S57.00 56.50 * 189.8  United Sves Life Ins Co OTC  13.25 -1.9 5.4 1.00 7.5 13.50 13.25%  8u.9
uslife Corp NYSE 23.63 -0.5 5.7 0.76 3.2 23,63 23.00% 151.5
5.3 13.00 12,75 63.8 Washington Natl Corp NYSE  24.13 -8.1 7.2 1.08 4.5 25,15  23.75 77.2
3.7 19,50  19.50 0.5 .
0.0 3.13 3.00 5.1 Zenith Kail Ins Corp 0T¢ 1575 -3.1 8.7 D0.60 3.8 16,25 15,50 19.1
0.0 225 2.2 0.0 zzazz 2=z
5.3 9.75  9.38 6.2 INSURANCE COMPANIES AVERAGE 7.6 2,1
3.7  41.00 39.00 1.3
5.6 39.50 38.50 2o Agents/Brokers
4.7 7.00  6.75 8.2
5.3 12,38% 10.75 7.8 Alexander & Alexander Sves 01C 30.75 -0.8 10.6 1.84 6.0 31.25  30.75% 57.8
5.8  46.13 u5.50 45.3  Baldwin & Lyons Ine OTC 3450 -0.7 5.8 0.80 2.3 35.75 34.50 8.0
Corroon & Black Corp NYSE 20,38 -6.3 0.7 1.76 8.6  21.25 20,38* 27,5
8.0 20.50 20.00 189.3 Crump E H Cos Inc oTc "2.75 -3.8 14,3 0,40 3.1 13,38 12.75 10.7
3.6 50.00 48.63  105.6  Hall Frank B & Co Inc NYSE 23.75 3.3 8.9 .66 7.0 23.75 22,88 96.3
9.8  24.63 2u.38 138.9
3.4 15,15 15.50% 1.9 Integrated Res Inc. AMEX 14,88 -1.7 6.5 0.00 0.0 15,13  14.88 31.2
2.7 105.00 102,00 1.3 James Fred S & Co Ine NYSE  24.11 -4.5 11,1 .1.60 6.6 26.00 24,13 29.3
Marsh & Mclennan Cos Inc NYSE 36.00 0.3 11,9 2.00 5.6 36.00 35.25 89.1
5.2 32.25 31.13 119.1 Penncorp Fincl Inc NYSE 5.88 0.0 6.6 0.16 2.7 5.88 5.75 159.0
3.6  35.00 33.00 u Poe & Assec Inc ot  11.25 6.2 9.8 0.80 7.1 12,00 11.25 0.1
10.3 23.88 23.38 8.2
§,2 16.50 16.50 0.3 feed Stenhouse Cos Ltd a1 16,75 =6.5 8.5 0.60 5.6 11,13 10.75% 86,2
u,2 27.63 26.75 195.9 Rellins Burdick Hunter Co oIc <350 1.1 130 1.24 5.3 23.50 23.25 4.3
1.3 65.50° 59.50 30.0 AGENTS/BROKERS AVERAGE 9.3 5.2
3.2 25.75 25.25 6.7
4,1  250.00 244.00 0.0
2.6 28,50 2175 2139  Conglomerates/Holding Cos.
6.3 42,50 41.50 4.1 J
American Express(Fireman's Fd) NYSE 43.0C -1.8 7.9 2.00 4.7 h3.86 H2.00 785.4
1.8  35.50 35.50 4.3 Anderson Clayton{Ranger/PanAm) NYSE 23.7¢ -5.9 5.8 1.20 5.1  24.50 23.75 29.6
4.9 3375 32.88 37.8  Armeo Ine NYSE 31.50 ~0.4 7.3 1.80 5.7  31.50 30.75% 276.4
8,2  38.75 36.63* 88.0  City Investing Co. (Home Ins.) NYSE 24.7% -0.5 7.2 1.60 6.5  25.13 24,25  315.3
3.9 35.13 32.15  227.) CHA Finl Corp (GNA) HYSE 18,13 -5.0 5.6 0.00 0.0 14,88 14,13 6.2
2.5 40.88 39.25 21.3
Control Data (Comml. Credit) NYSE 67.63 =-0.4 7.9 1.00 1.5 67.75 67.13  420.5
2.8  2u.63 24.63 6.0  General Re Corp NYSE 69.88 -0.5 9.2 1.76 2.5 70,50 69.50 75.6
5.3 25,88 25.50 10.9  Gulf Utd Gorp HYSE 18.00 -0.7 6.5 1.32 1.3 18,13 17.75% 136,10
5.1 40.00  39.63 -3 INA Corp (Ins. Co. of HA) NYSE 33.88 -5.6 5.6 2.40 6.0 §2.13  39.88 273.9
6.3  15.75  14.50¢ 35.2 ITT (Hartford Group) NYSE 25.00 -1.0 4.7 2.60 10,0 26,13 25.50% 1,003.8
0.0 6.63  6.50 9.4
Optimum Hldg Corp ot 1,75 {0 14,5 0.00 0.0 12,00 11.75 Tl
4.2 19.38  19.13 1.8 Rellance Group Ine RYSE  B5.50 -1.0 9.1 3.00 3.5 87.00 86.50 42,7
4.9 48,50  4u.s50 4.5 Sears Roebuck & Co. (Allstate) KNYSE 15,75 1.5 7.8 1.36 8.1 16,75 16.38 632.3
0.6 21.75 21.50 1.7 S & H Co. (Bayly Martin & Fay) NYSE 35.13 0.7 13.7 1,00 2.8 - 35.13% 35.00 12,9
5.3 44,63 44,00 53.0  Teledyne lnc (Argonaut) NYSE 185,33 -2.3 8.0 ©0.00 0.0 148.50 145.00  305.2
5.6 36,00 35.75 52.7
Transamerica Corp (Occidental) NYSE 21.50 -3.9 6.7 1.26 6.0 22.63 21.50 3234
4.3 23.00 22.50 62.3 sazaz 22232
3.3 2438 2425 37.2 CONGLOMERATES/HOLDING COS, AVERAGE 1.3 1.3
g-f; ﬁf‘gg 13:':2 :i *Record high/low since Jan. 1, 1981. System design: Altman Infomation Systems

“They have had a tough time in the com-
mercial lines business,” noted insurance in-
dustry analyst Myron M. Picoult of Oppen-
heimer Co. in New York. “They never really
got off the ground the way they expected to. I
just don’t see them being as aggressive as
some other insurers, and it seems as though
they are losing the momentum they gained
from the strong personal lines position.”

Mr. Picoult also said Allstate entered the
commercial arena because it was frustrated
in trying to expand personal market share.

“When I visited there, I had the sense that
they felt they couldn’t expand any further in
personal lines. After all, they are competing
against State Farm and that's a whale of a
competitor. State Farm is is growing and tak-
ing what Allstate wishés it could get,” he
said.

Allstate executives disagree, of course, say-
ing that shared claims, personnel, manage-
ment and computer services give the North-
brook companies an excellent competitive
edge.

“It’s true that I have never seen an air of
competition like this,” said Mr. Boe. “Two
years ago, I said that the market would be
turning (rates rising) by the second quarter of
this year. Now I'm saying the third quarter of
1982.

“We are losing some market share in ex-
cess/surplus, but we've kept our losses down.
We have a combined ratio of less than 96%
and we are making money on investment in-
come. We are seeing volume grow in primar;
commercial coverage,” he said.

The split stance of Allstate for its own di-
rect writing staff and Northbrook for inde-
pendent sales, is also working, he added.
“Now we're not letting our interests mix and
we're doing much better.” [

Financial briefs
SAFECO

The SAFECO Corp. has declared a quar-
terly dividend of 50 cents per share of com-
mon stock, payable Oct. 26 to shareholders of
record Oct. 9.

The St. Paul

The St. Paul Cos. Inc. has declared a quar-
terly dividend of 58 cents per share of com-
mon stock, payable Oct. 16 to shareholders of
record Sept. 30.
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Insurance industry stocks declined for the
fourth consecutive week as the Business Insur-
ance stock index dropped 2.1 points to 173.2
from 175.3, reaching its lowest level since
March 3. The Bl index has slid 8.6 points in the
last month and has dropped 19.3 points since
gsetting a record high of 192.5 on June 16.
Forty-eight stocks dropped, 15 rose and 10
were unchanged. Leading decliners were:
Washington National Corp., 8.1%; Old Republic
International Corp., 7.9%; Reed Stenhouse Cos.
Lid., 6.5%; Corroon & Black Corp., 6.3%; and
Employers Casualty Co., 5.7%. Leading gainers
were: Central National Financial Corp., 19.3%;
SRI Corp., 5.7%; Aetna Life & Casualty Co.,
3.8%; Frank B. Hall & Co., 3.3%; and Connecti-
cut General Corp., 2.1%. The 1.2% index de-
cline was not as steep as the decreases in the
three major stock market indicators. The New
York Stock Exchange index dropped 1.8%, the
Standard & Poor’s 500 Index lost 1.7% and the
Dow Jones 30 Industrials declined 2.1 %.




How The Hartford protects your world: a series.

“Now The Hartford offers a true
two-year rate guarantee on

Group Life and LTD plans”

An interview with
Ray Drury, Assistant
Vice President, Group
Sales Department,
The Hartford.

Q. What groups are eligible for
The Hartford’s two-year rate
guarantee on Group Life and
LTD plans?

A. Our two-year rate guarantee is
standard for groups of 10 to 99
employees and is available on a

- selected basis on larger risks.

Q. What is the primary benefit
to policyholders of a two-year
rate guarantee?

A. Basically, it helps policy-
holders accurately predict their
costs so they can plan and project
budgets realistically. This is an
important advantage.

Q. What is the primary benefit
to agents?

A. The two-year rate guarantee
helps agents obtain new business.
And since first-year renewal
activity is eliminated, other client
needs can be better served.

Let us protect your world.

The Hartford Insurance Group, Hartford, Connecticut 06115.

Q. How does the rate guarantee
work?

A. It becomes effective on the
date The Hartford’s Group Life/
LTD plan is effective and runs for
the first two years the policy is in
force.

Q. Is the rate guarantee affected
by first-year experience or
changes in group makeup?

A. No. The rate guarantee is not
qualified by first-year loss levels or
changes in employee age, income
level, or male/female mix. The
rate is subject to change only if
benefits are changed or if the

group changes substantially—
through merger or acquisition,

for example. mn}"
Q. How can employers and
Group Benefit Managers find out
more about The Hartford’s Group
Life and LTD programs?

A. They can call or write Group
Sales at any Hartford regional
office, contact an agent or broker
who represents The Hartford or
call me at 203-547-2599.
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