Buyers wince as msurance rates roar -

By Tim Richard
stalf writer

Prices of property and cas\ult Insurance are
roaring upward — when insurance I.l available.

And the consensus among “risk managers” — the
business office people who buy Insurance for Indus-
“try and government — Is that growing numbers n!
customers will be unable to get insurance at an;
price, They quote figures of 91 pemnt lvnllqbluty
this year and only 75 percent next yea

“it's a seller’s market,” sald Paul Y. Radish, who
¥nows the subject from two angles — as lel.ldent
of Assoclated Group Underwriters in leonln and as
a rustee of Schooleraft College,

“WHAT HAPPENED? Business magazines and lo-
ulrl.ll managers boil It down to two reasons: lnter-
‘st rates and blg awards from jurles in damage cas-

L=
“1And looming over the insurance {ndustry Is the
lﬂumt International disaster story of the decado —
Bhopal, India, where a toxic fumes leak from a Un-
1on Carblde pllnt killed thousands last December.

. During the recesslon of 1979-83, interest rates
Ware In danbledmf.l. Insurance companies could
<am com!umble pmllu on thelr investments, They

didn't need e premiums to cover benefits,
gince thoss ls or 20 percent interest rates brought
in'the revenue.

During that period, there was cutthroat competi-

tion to sell insurance — 30 much so that premiums
sometimes falled to cover the cost of benefits.
Writes Carol J. Loomla in the June 10 issue of For-
tune Magazine:
- “Originally, insurers cut prices to haul in premi.
-um dollara Lhey could inveat at the high interest
rates that prevailed. Ultimately, they scrambled for
premiums to cover the claims rolling In from the
bad business they had underwritten. In that leg of
the eycle, prices for commercial insurance fell in
some cases by 50 percent or more.”

1In that context, Loomis sald, a tripling of ln&ur-
on:

ance premiums from such a low base fsn't Inflal
““The rise is no more than restorative.”
WHY CAN'T Insurance companies stmply raise
premiums to cover costs? Why are some customern
beLux denied Insurance at any pr(oe?
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Bits and pleces of the Lability izsurance pictere

rom Mickigan medla:
® “Citing its frustrated attempls to flnd o in-
o cover, this year’s

What they are saying about coverage

"Abont 70 p:rcmtofmumad
lishments In M thoat, Liquor lhbﬂlty
insurgnce, according to the Michigan Mwh-

ve

surance flrm
Bvlhbla (contest oo the Clinton Rlvez), Rochester
hld boen a
end obser-
— Rochester Eccentric, 5/23

became first
Risk

Insurance
companies

college to
after

package Increass from the current
$55,000 to $108,787 for less insurance,
— SC Comptrolier A.H. Raby

@ “Large increases In the cost of insurance are
forcing riding stables on Michigan state parkland to
close and threatening the operation of other park
concesslons, offlcials say.”

-— Detroit Free Press, 6/23

& “Skyrocketing
the bar and restaurants at the Park Place Hotel,
one of Traverse City’s oldest and most famous {nns
urance costs jumped more than 200

- Associated Press, 7/16

o ates

Insurance costs have dried vp -

uu;ed-tlnnmpﬁmt,"nyaﬁndm
MLBA executivo director.”
— MLBA news release, 5/21
® “Insurance premiums for property-damage
and busi; Ls ks for
the Pontlac Sllverdome . , . are now 15 to 18 times
more expensive thm!.bcymbdmmﬂnchi
roof collapse of the ulr-cuppoﬂnd stadizm roof.
. ndecdm
yed by &

® Half of
State U say they will
ue delivering bables bmuu of high liabllity lnhnr-
ance costs,

—Radlonewcreport

® “The cost of malp Ipractice preminms Ls the sec-
ond highest {n the (Henry Ford) huplm'- bodget.

and hospltals The cousumer
E:a;n-larxapoﬂ.'lononhetrbﬂlmwpumt
|nsurance.’ "
— State Sen. Rudy Nichols, 7/19

analysis

People In the business agroe on the answer, State
regulators generally require Insurance companies
to maintain a 3-1 ratio of premium revenue to
reserves. Ralsing premlums can also raise a compa-
ny’'s ratio to an unacceptabale 4-1 or 5-1 or 7-1.

“You reduce the buainess you do,” expldm Kad-
ish. “It's not necessarily bad business.” .

also vanishing from the labillty poudu that cover
such profesalonals as doctors, lawyers, accountants,
engineers and ucmum — prime targets of ltl-
gants these da;

Ablue-ch!plirmllk e Arthur And & Co., big-

HIGHER msmel-iwpnm seem likely to be cut

losses from current revenues,

out of ® Raise deductibles, s0-whea you do have {nsur-
‘That would explain why Michigan bar owners, li- smaller lossca are absorbed rather than
able under !hu Dram Shop Act for drinks to  passed on to the insurer,
persons later lnvolved in accidents, would be cut ® Quit the business — as the Park Place bar and
a“lt‘;'v 1 risk rises Mm(g::l; the law, Sen. Rh.d glleh What pon«ﬂ
en lower-risk enterpi which hire gun-car- [] W, udy ols, R-Water- hap
rylngucurlty police are on the list, ford, talks of changing laws on medical malprac-  Business
And {or companies which need protectlon against , the dram shop and gwemmennl immunity. s eggrines and
;Tf:f r:nf e cf,%‘;’:.? "nug M;ﬁ“ mdt.hmmu?'&n liability oo e local riek ma
0] ot only Union ot companies & amoun o re-
wh cnmm c chemicals may flnd thelr g for off-road : bolmdovnfofw
KLso reducing the supply of Lusaran riing  bave bad oee owh vk e aatmoriy & ;
ucing the supply ce, 2600 ve own risk managemest aul or 1 d
to Automotive News: “Many insurance companies  several years, and community colleges bave just :"::d.an Mbﬂll’lllﬂn
have gone broke, leaving dozens of suto dealers un-  staried thelrs, Banks are setting up "npﬁva" [nsur in damage cases. -

protected, When Idea Mutual Insurance Co, was de-
clared insolvent and ordered liquidated by the New
York ln.lumx:e Department earlier this yw, ap-

1,000 dealera were reportedly dumped

anm l:ompulu outslde the continental U.S.

'l‘ry to mt losses, Insurance companies are
‘waging educational campalgns against car theft and

NATIONAL NETWORK m aoe&uaunx firm in tgu U.s has pald out 'l!’! onto the m&lkve“" " aor s o
insurance buyers do teatial furors astro
OF PROFESSIONALLY TRAINED and faces many other suits, Fortune sald. "C-o bare.” Do without insurance and cover  people L o1 Llem xv:u':lx nomical awards to
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‘needed hope.

A young mother witha serious
illness. Her family in cnsus.

¢ tal and found new hope. They
fearncd that Harper is a uni-
versity-based research and
teaching huspnal A plncc

. rROSEWOOD- TEAK» LEATHER+ HOME« OFFICEW

. T\ WAREHOUSE where work along!
FURNITURE b OUTLET transforming discovery into treatment. 111ey found
‘ that Harper concentrates on the tough adult cases
. F ~ in cancer, heart discase and serious vision disorders.
SCANDINAVIAN/U.S. " Patients like Kathy come to
TRADING COMPANY : Harper Hospital at the Medical Center with confi-

dcncc. They come because Harper is a major
" with the Sloan-Kettesing Insti-

" tute in New York and the M.D. Anderson

Tumor Institute in Houston, in America’s network
of only twenty Comprehensive Cancer Centers.
Patients know that if the diagnosis is cancer, there is
no better place to be than Harper Hospital.
And they come with confidence because the Kresge .
Eye Institute is at Harper Hospital. This impor-
tant Medical Center resource is devoted exclusively
to the problems of vision. And through its
rescarch and clinical work, the Kresge Eye Institute
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@ ppolotman G Paul Brsach gives new hope to millions with impaired vision
720 W E1GHT MILE  FEANDALE throughout the world.
Summertime Hours: Harper is hope for heart

Mon. 10-8+ Tuos.-Sal, 10- . 12-5

patients, too. Its large scale, nanonnlly rccogmz:d
gram brings tog

surgcry and medicine. More open heart surgeries
are performed each year at Harper than arc
performed atany other hospital in chhlg.‘m Butof
more snyuﬁc:mce is the growing number of

" heart paticnts Haeper is able to treat successfully
. each year without surgery.

For Kathy and her family.

: haling
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For you and your family. Harper Hospital is Science,
1 OF F and Research. Hope and Healing.’
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