DLY insurer paid
claim in 2 days

By MARIE KRAKOWIECKI

ATLANTA--Southern Airways Inc. was insured
in the London aviation insurance market for hull and

liability losses on its DC-9 jet which crashed in New
Hope, Ga., kKilling 68 people.

Hull insurance totaled $9 million. The claim was
paid within two days of the accident. Alexander
Howden Insurance Brokers Ltd., the London broker
on the account, set up a chain between its own bank
and a bank in Atlanta, as well as a chain of emer-

gency telephone lines, in order to pay claims of this
nature.

In this case, the check for $9 million was pre-
sented to the airline on Alexander Howden's be-

half by the firm which acted as the U.S. surplus lines
insurance broker, South East Aviation Underwriters
Inc., Atlanta.

Michael Glover, chairman of Alexander Howden,

detailed how the airline's insurance arrangement
had been worked out.
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Women in risk management find their key to the man-
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Product liability

Utah has become the first state to enact a comprehensive
product liability reform measure. Page 7. Meanwhile a
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One of THOSE lawyers

A generation ago insurance companies paid modest
settlements in personal injury cases. But a new breed
of lawyer is able to win ever larger awards. Meet Philip
H. Corboy, Chicago's attorney for the maimed. Page 48.

Elsewhere:

« AN UNUSUAL insurance program is being developed

for Alaskan fishing vessels. Page 2.

- THE NEW steel agreement contains major improve-
- ments in health and retirement benefits. Page 4.

- THE PRICE ANDERSON Act limiting liability in a

nuclear accident is struck down. Page 40.

« THE SWINE FLU liability controversy may last five
** years. Page 41.

* FOUR STATES are trying to prevent liabilityprob-

lems from derailing Conrail. Page 42.

* MOVE OVER, Washington lobbyists. RIMS may join

your ranks. RiskWatch. Page 82.

The people column

page 88

Workers survey crash site of Southern Airways DC-9
flight destined for Atlanta.

Mr. Glover said from London that South East
Aviation Underwriters had handled Southern Air-
ways insurance for many years. About five years
ago, Southern Airways picked Alexander How-

Continued on page 81

self-funded trust rules

By GREG DAVID

CHICAGO-The Hospital Wel-
fare Assn. benefit committee has
filed suit in federal court against
the trust's administrator and for-
mer attorneys in what could be-
come the most important court
case involving a self-funded mul-
tiple employer trust.

If successful, the suit could es-
tablish ground rules for the trusts
which are filing as employe bene-
fit plans under the Employe Re-
tirement Income Security Act
(ERISA). The suit may also break
new ground by extending liability
to a benefit trust's attorneys.

The now-defunct Hospital Wel-
fare Assn., based in Areadia, Calif.,
at its peak provided medical and

death benefits to more than 10,000
employers representing as many
as 30,000 individuals. Originally
insured with Old Republic Life In-
surance Co. of Chicago, the trust
went self-funded in May 1976 and
collapsed last month. One actuary
estimated the trust's deficit at $4

This story continues the three-
month Business Insurance investi-
gation of the growing crisis of self-
funded multiple employer trusts.

million; another put the deficit at
$2.2 million to $3 miillion.

The suit asks the court to ap-
point a receiver to consolidate the
trust assets and terminate its oper-
ations effetive on April 1. It also

Continued on page 83
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Cost of pregnancy bill
disputed; battle begins

By JERRY GEISEL

VWASHINGTON-INn what has
emerged as a major legislative
battle, opponents of a pregnancy
disability benefits bill charged it
could cost an astronomical $1.6
billion while supporters estimated
the cost at only $130 minion.

Testifying before a House sub-
committee, G. Brockwel Heylin,
counsel for the U.S. Chamber of
Commerce, said the annual cost of
legislation making it discrimina-
tory for employers to exclude
pregnancy from their disability
income p1ans could be as much as
$1.62 billion.

But that figure, which is based
on a 20-week disability period,
was challenged as "based on sev-
eral greatly misleading assump-

tions,"” bya major supporter of the
bill. Citing medical opinions given
during the recent General Electric
case in which the Supreme Court
ruled that employers did not have
to include pregnancy in their dis-
ability plans, AFL-CIO special
counsel Laurence -Gold said at
least 90 % of pregnant women are
disabled for six weeks or less.

Based on a six-week disability
period, Mr. Gold placed the cost of
mandatory disability benefits at
only $130 million annually.

As reported earlier, legislation
introduced by Rep. Augustus
Hawkins (D-Calif.) would require
employers to cover pregnancy on
the same basis as other illnesses
in disability benefit plans.

The bill would not force busi-

nesses without existing plans to

Expenses key Hall

By BARBARA JEAN GRAY
and JOANNE GAMLIN

BRIARCLIFF MANOR, N. Y.-
A disagreement between Frank B.
Hall & Co. Inc. and a subsidiary
over $400,000 of reimbursed per-
sonal and "other" expenses has
resulted in the resignation of one
of the firm's officers and top pro-
ducers.

William A. Baxter, executive
vp and director of the parent firm,
was asked to resign March 16 fol-
lowing an audit of the books of
the Los Angeles office. Mr. Bax-
ter was found to have run up $58,-

831 of disallowed pxnen.Res he-

tween 1973 and 1976. He has al-
ready paid these expensea back to
Hall.

He then voluntarily resigned as
chief executive officer of the sub-
sidiary, Frank B. Hall of Cali-
fornia. Mr. Baxter was also Pacific
Southwest regional manager of the
parent company, a position that
will not be filled. Mr. .Baxter's
former subordinates will now re-
port directly to the parent firm's
chairman.

Business Insurance has learned
that the investigation of the ex-
penses was triggered by Frank B.
Hall's auditors, that most of the

evnpn. /2 U711 in.=lirrAA in 1074

pay benefits for pregnancy disabil-
ities. But in a separate measure,in-
troduced by Rep. Hawkins, an em-
ployer could not reduce the num-
ber of weeks benefits are paid in
order to pay for the added costs
of including pregnancy in its dis-
ability plan.

The Chamber of Commerce
warned the bill would discourage
employers from establishing dis-
ability plans because of the poten-
tially high costs of including a
pregnancy benefit.

Under current law, a disability
plan can be as narrowly focused
as an -employer desires to reduce
the cost.

Rep. Hawkins' bill, the Cham-
ber noted, "would attach expen-
sive pregnancy disability require-

Continued-on page 6

upheaval

and 1976 and that Frank B. Hall
also investigated the expense ac-
counts of its 60 other domestic
offices without finding similar
abuses.

Mr. Baxter also had a financial
interest in a pl,ane rented on oc-
casion by Frank B. Hall. In addi-
tion, Mr. Baxter guaranteed a
bank letter for credit for a client
so the client could ,purchase in-
surance.

Mr. Baxter has a one-year con-
tract as a consultant to the parent
firm, earning $100,000. In addi-
tion he will receive commissions
on new business.

reynt—ilA ... i, RK
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Reed Shaw develops

unusual captive plan
for Alaskan vessels

By SUSAN ALT

SEATTLE-Reed Shaw Sten-
house of Washington has orga-
nized an unusual-if not unique-
insurance program covering Alas-
kan fishing vessels which will
eventually result in an associa-
tion captive insurance company.
The company may turn out to be
the biggest group insurer ever
formed.

What rnakes the plan even
more remarkable is the fragmen-
tation of the fishing industry in
Alaska, a collection of very small
businesses operating a total of
15,600 vessels in Alaskan waters.
Such groups traditionally have
presented difficult insurance
problems because collective ac-
tions are virtually impossible to
coordinate.

But, in this case, government
provided the impetus through a
four year study of the growing
problems of vessel safety and
insurance. Losses have been hor-
rendous, and domestic insurers
have entirely disappeared from
the marketplace. London was still
writing coverage, but rates have
been soaring, reflecting the rising
total losses of vessels which cap-
size or burn.

A seed money grant from the
federal and state government fi-

G.

nanced the safety study and re-
sulted in formation of the Alas-
ka Fisheries Safety Advisory Pro-
gram (AFSAP). This body drew
the conclusion that they had to
time any voluntary safety stan-
dards prograrn to a rnonetary ad-
vantage. Insurance was the obvi-
ous vehicle for gaining a return
for making very substantial in-
vestments in vessel safety.

At this point, AFSAP put out
feeler letters to most brokers han-
dling Alaskan fishing boat in-
surance, primarily firms based
in Seattle, as well as to under-
writers familiar with the risks.

"We were the only firm that
responded with a specific pro-
gram," according to Bob Bowden,
senior vp of Reed Shaw and
head of that firm's Seattle office.

The program could mean as
much as $78 million worth of
premium business for Reed Shaw
if all 15,600 vessels paying $5,000
a year in premiums for their cov-
erage could be signed up. But
Reed Shaw is targeting $15 million
to $30 million in annual premi-
ums going in,to the Bermuda cap-
tive which it will form and man-
age for the vessel owners. Mr.
Bowden expects to sign up 50%
of all Alaskan vessels in the first

vear.

1/
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Mr. Bowden came up with the
idea of initially insuring 100% of
the value of the vessels. if the

vessel owners agree to begin.

meeting the new safety standards
promulgated by AFSAP.
When premiums under the pro-

gram exceed $2.5 mHlion a year,
Reed Shaw will establish and

manage a Bermuda-based captive.

insurance company to underwrite
hull insurance for the vessels.
The underwriters insuring 100%
of the vessel hull values would
then cede back to the captive
on a quota share basis 20 % of
the premiums to build up a sur-
plus in the captive. As the cap-
tive accumulates more assets, it
would assume a larger portion of
the hull risks.

The underwriters participating
in the program include Lloyd's

and the London companies (75%)
and the Norewegian nnarket
(25%) through Lloyd's broker
Bain Dowes (Intl.) Ltd. Even
after the captive is operating, in-
surance policies will continue to
be issued by London so that they
will be, in effect, fronting for
the captive.

Potential savings for the ves-
sel owners are substantial. In-
sureds with no claims in the first
year earn an automatic 10% re-
duction in premium rates, with
AFSAP standard compliance qual-
ifying them for an additional
10 % rate break on a graduated
basis. If losses of a policyholder
over the following three years of
the program are under 50%, Mr.
Bowden estimates that premium
charges would then be cut up
to 50 % more.

The insurance contract, writ-
ten for 36 months, also covers
protection and indemnity (P&l)
losses of the vessels, "but we're
not going to put P&I into the
captive when it's formed, be-
cause of the long tail problem,”
said Mr. Bowden. Only hull in-
surance will be written by the
captive. "But we got the in-
surers to agree to tie the P&I
insurance contract to the safety
program also, with the provision
that part of the profits from
P&l will be paid into the cap-
tive, so that the captive will
realize an advantage without tak-
ing any of the actual P&l ex-
posure,"” said Mr. Bowden.

The coverage available includes
$2 million limits on any one vessel,
as well as P&I coverage "for any
reasonable limit required."” The
plan includes liability coverage. -
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18 insurers involved
in Canary coverage

By MARIE KRAKOWIECKI

NEW YORK-At least 18 U. S.
insurance companies have pro-
vided insurance for the worst dis-
aster in aviation history, the
March 27 crash of two jumbo jets
in the Canary Islands. They think
their participation could cost them
more- th'an $25 million, Business
Insurance learned.

Lloyd's of London and insur-
ance companies in the London
aviation markets played a major
role in providing coverage for the
two airlines involved, Pan Ameri-
can World Airways and KLM
Royal Dutch Airways.

But London was backed up by
the French market, by the nation-
al market in the Netherlands and
by the two largest aviation pools
in this country. Associated Avia-
tion Underwriters (AAU) and
United States Aircraft Insurance
Group (USAIG).

The 18 insurance companies
which estimated their preliminary
potential maximum exposures re-
sulting from the crash were mem-
bers of these pools.

They gave their figures to Loeb
Rhoades & Co. Inc., a Wall Street
investment banking firm which
makes a market in insurance com-
pany stocks.

Robert G. Smith, an insurance
analyst with Loeb Rhoades, ex-
plained that both Pan Am and
KLM were .insured by the com-
panies which provided data, but
that it was not possible to make

a distinction from the figures

about  which insurers covered

which airline.

In the week immediately fol-
lowing the crash, industry-watch-
ers said damage claims from the
crash could possibly exceed $400
miillion.

This figure has since been called
too high by at least one aviation
accident expert and attorney, Lee
S. Kreindler of New York, author
of the two-volume "Aviation Ac-
cident Law." Calling a class ac-
tion suit for nearly $2 billion filed
in California on behalf of the Pan
Am victims "absolutely ridicu-
lous," Mr. Kreindler said a more

reasonable settlement figure to ex-
pect from the accident would be
about $200,000 per victim, or about
$115 million.

The lawyer, VWho will be work-
ing on the Canary Island case as a
plaintiffs attorney, and who has
handled the lawsuits for the sur-
vivors of Japanese victims of the
crash of a Turkish Airlines DC-10
near Paris, pointed out that many
of the victims on the Pan Am

flight were elderly.

In general, settlements in crash
cases are much lower for survivors
of old victims than for survivors
of the young, who may have grow-
ing families, he pointed out.

In most cases, the insurance
companies said their estimates
were for property/casualty expo-
sures only, although Occidental
Insurance Co., a Transamerica
subsidiary, reported an $800,000
life insurance exposure, but no
property/casualty loss.

Here is the breakdown:

Aetna Life & Casualty-$5 mil-

lion

American International Group

-$250,000
American Express (through
Fireman's Fund subsidiary)
-$1 million
American Reinsurance-$50,000
to $100,000
Chubb & Son-$500,000
Connecticut General-(under)
$1.5 million
Continental Corp.-$1.5 million
to $2 million
Crum & Forster-$1 million
ERC Corp.-$500,000 to $1 mil-
lion
General Reinsurance-$2 rrS-—- -
lion

Hartford Group-(under) $2,5
million for U.S. operations
and $500,000 to $600,000 for
foreign operations

INA Corp.-$1 million

Maryland Casualty-$600,000

Reliance Group-$500,000 to $1
miillion

SAFECO-$180,000 to $200,000

St. Paul Cos.-$1 million

Transamerica-$800,000

Travelers Corp.-$2.5 million

U.S. Fidelity & Guaranty-$1
million
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the benefit beat

Dow Chemical picks CG for prepaid dental plan

DOW CHEMICAL CO will be- Michigan, is to commence July project, but say eligible workers modations. Periods of 120 days ticipates saving between $50,000
gin June 1 a prepaid dental plan 1. The 1 5 million elegible PROCES will pay nothing extra to par- to 365 days of insured hospital and $75,000.

for more than 34,000 employes subscribers will also be free to ticipate A GM spokesman said care have become the rule. the

and their dependents. The plan obtain nonsurgical opinions if the Cost will be split among survey found, replacing limits CRAIN COMMUNICATIONS Inc
ts insured by Connecticut General medical complications may influ- the automakers retrospectively, which may have been as short broadened its insured group med-
and will cost $6 miillion a year. ence elective surgery decisions. according to utilization The re- as 31 days In addition, maxi- leal plan to cover normal mater-
Diagnostic and preventive care All second opinions, according to sults of PROCES will be evalu- mum benefit levels for surgery nity care to the same extent
will be provided without a co- Blue Cross, will be provided by ated by an as yet unnamed out- have increased from the $300 coverage is provided for any other
payment. The plan will also cover designated surgeons and medical side consultant, says Blue Cross, limit of a decade ago to $1,000 or illness or accident Reimbursement
oral examinations, cleaning, fluo- specialists Citing widespread al- and the health status of partici- higher
ride treatments, X-rays and or- legations that Americans under- pants will be monitored for at limited to four days of hospital
thodontic work. Although exact go needless surgery, Michigan least three years after ItS termi- ROBBINS & MYERS INC. a pro- confinement This change was
copayments have not been de- Blues president John C McCabe nation ducer of cranes and hoists based made to bring the Chicago-based
cided, Dow said, participants will says PROCES will determine the in Springfield, Ohio, changed its company into compliance with a
be limited to $750 annually and accuracy of such charges "We ACCORDING TO A survey by health benefit plan from fully recently-passed law in New York
$5,000 lifetime. Orthodontic serv- just know that health care costs the Health Insurance Institute, insured to a minimum premium state which mandates this cov-
ices will be partially reimbursed have been escalating wildly," benefit levels are rising in basic plan, continuing to use Connecti- erage and treatment of maternity-
to a total of $750 Benefit pay- says a Ford spokesman, "and we group health insurance plans. cut General Insurance Co as car- related illness The cost of the
ments will be predetermined to can't be sure the money is well Daily hosp.tal room and board rier. The medical plan covers a broader benefits, an additional $2
allow patients and dentists to spent " Blue Cross and auto com- benefits commonly are $50 or group of 2,000 employes and gen- per employe per month charge
know in advance the extent of pany officials claim they cannot more and many plans pay the erated about $2 million a year by Connecticut General, will be
the coverage The monthly cost yet project the cost of the pilot full cost of semi-private accom- in premiums The company an- Continued on page 4
per employe, all paid by the com-

pany, is estimated at $15 to $16.

JOS. SCHLITZ BREWING Co. /The most up-to-date "how to do it" working tool for financial

in Milwaukee tapped Prudential
as administrator of its self-funded

for hospital expenses will be

officers, risk and insurance managers of corporations, and
others involved in the field of risk and insurance management

risk mampgement
report

medical benefit plan covering
about 8,000 employes, and as in-
surer of Schlitz's LTD and group
life plans The health benefit plan
includes medical, dental and vi-
mon benefits, and costs Schlit=z
over $10 million a year in claims
and administrative fees, said

Charles J Mazza, manager of
benefits. Blue Cross had been business insurance
administrator of the health plan
since the early 1960s INA had
underwritten the LTD plan and

Metropolitan Life had underwrit-

Risk Management Reports are published bimonthly by Business and their staff-who are risk management consultants-with both
Insurance and cover-In-depth-subjects pertaining to the following large and small companies and institutions in the U S and abroad

ten the group life plan. Mr. Mazza four major risk management categories

The editor of Risk Management Reports is H Felix Kloman. prest-
dent of his own consulting firm. Risk Planning Group. assisted by
Myrna S Briskin. assistant editor, and an editorial advisory board in

Each report is preceded by a Current Comment section with notes on cluding the following experts Thomas G. Briggin. Risk Planning
ideas and subjects of current interest The format is 8'h" x11' Group. Jean-Paul Decottigmes. Risk Factoring. SarL.. Pster
looseleaf. three hole punched. for ease of filing In an attractive loose- Downes, American Trading & Production Corporation. Faul &

leaf binder which will be mailed to subscribers with their first report A Ingrey. Prudential Reinsurance Company. Peter Law. U S industries.

hadn't been happy with poor serv-
ice and "what we thought were

- Exposure ldentification/Risk Analysis - Risk Control

* Risk Management Administration - Risk Finance

high administrative chargeg" by

the Blues Metropolitan, Hancock
and Blue Cross all had a chance

at the business, but Pru's price

was "substantially lower"” than
the fee quoted by Blue Cross,
even after Blue Cross had cut its
price by quite a bit Schlitz went
to Pru for its LTD plan because
"INA seemed to be intransigent
about recognizing that our good
experience should result in lower
rates.” Mr. Mazza had, however,
been very pleased with Met on
the group life account, although
the group life had to be packaged
with the group health business
in order to make the account at-
tractive to Prudential.

McLEAN TRUCKING Co. in Win-
ston-Salem, N.C., has a new split-
funded group medical benefit plan
with Aetna Life & Casualty which
“saved us substantial money, ac-
cording to Edwin R. Brenegar,
vp of personnel. The company
has been insured with Aetna for
20 years, said Mr. Brenegar, and
wanted to stay with Aetna if
possible when the change was
made from a traditional form of
insured plan to a more economical
arrangement. Hewitt Associates,
a benefit consulting firm based
in Deerfield, Ill., was brought in
to study the alternatives for
MclLean's program covering over
2,000 of its non-union employes
and costing in the neighborhood
of $1 million a year in paid
claims. Aetna also kept the Mc-
Lean disability account, incor-
porated into the split-funded plan.
This type of plan is Aetna’'s
Nname for a mmimum premium
arrangement.

UAW AUTO WORKERS and
their dependents in the Detroit
area will soon have the option of
obtaining a second surgical opin-
ion before entering into elective
surgery. The program for con-

sultation on elective surgery remittance to

(PROCES), an experiment de-
veloped by GM, Ford, Chrysler

cumulative index is prepared annually and the length of each report Is Stanley R Tarr. Rutgers University. Stefan J Valovic, Stone &
30 to 40 pages, permitting thorough analysis of each particular sub- Webster Engineering Corporation Other experts from insurance com-
tect Emphasis ts placed on developing practical working tools for the panles. brokers and safety consultants will. from time to time, par-
risk manager, drawn largely from the continuing contacts of the writers ticipate in the preparation of specific reports

FORTHCOMING RISK MANAGEMENT REPORTS SUBJECTS COVERED BY PAST REPORTS

- Annual Captive Insurance Company Review A revised and up- INCLUDE THE FOLLOWING:
dated list of captive insurance companies, their parents and captive
management companies A review of current trends in the captive 0 Natural Hazards How do you factor natural hazards into the risk
marketplace with an analysis of the direction this growing market Is management processi Identification of potential hazards How
taking should they be coveredi

< Emergency Planning A discussion of the preparation of emergen-
cy plans of action and their implementation. including an example of
an Emergency Planning Workbook

* Business Interruption Exposures An analysts of business inter-
ruption exposures with tangible examples of how to calculate

business interruption values The author will use actual case studies
as illustration

e Self-insurance of Workers' Compensation Reasons for this
growing trend A complete review of the regulations In each of the
50 states Identification of those firms capable of assisting in claims

administration

* Project Risk Management Where are you when decisions are
made on a new project? All too often. informed afterward> Dis-
cussed are -project" risk management techniques drawn from a
case study by two British risk management consultants

- International Risk Management. Asia: South America. Africa.
Australia A survey of risk and insurance management practices,
procedures- and problems-ex-Europe

» Merger and Acquisition Procedures for the Risk Manager A | Risk Management Cost Allocation An effective risk management
discussion of the problems which arise during mergers and acquist- program should be understood and implemented at the operating
tions related to existing insurance programs. safety and loss control unit level How do you allocate ' cost-of-risk" to the responsible
programs and employe benefit programs This report offers the risk operating unit? Cost allocation as a function of risk control
manager guidance In anticipating these problems and alternatives
for solving them

- System Safety and its Application to Risk Control - System safety
Is a theoretical. scientific approach to risk control The report will 11-
lustrate the selective procedural steps which are employed to pre-
vent "things from going wrong "

» The Hold Harmless Clause Whether this clause is considered
broad "moderate " or "limited." It will invariably invoke some

controversy and involve highly expensive legal talent An attorney
discusses the clause and asks is it worth using at all7

Why you should subscribe to RISK MANAGEMENT REPORTS O YES. enroll me as a satisfaction guaranteed sub-

We live in an age of information explosion and all in the risk management field (including scriber to Risk Management Reports at the annual sub-
financial officers. risk and insurance managers safety specialists consultants agents. brokers scription rate of $60, which | have enclosed. and start
and insurance company representatives) have different specialized inputs many of which are my bimonthly subscription immediately
depended upon to assist in decision making A single in-depth resource is needed. which is ob-
jective and lucid and which has researched all of the pertinent material which applies to a El YES. enroll me as a satisfaction guaranteed subscrib-
given subject Risk Management Reports is such a tool and is a ready reference for the well- er and bill me/my company $60 with the first report
informed risk and insurance manager. with past material being frequently up-dated and new
subjects of current interest being treated in appropriate depth Each year Risk Management
Reports will publish an "annual” Report on captive Insurance companies, with the most cur
rent listing of captives. their parents and their operations Also. periodic surveys are conducted
through Risk Management Reports covering risk management practices and procedures and
the results are published so as to enable subscribers to measure their responses against those TITLE
of the Industry in general
The Current Comment section is a stimulus for new thinking-with a wide-ranging review
and discussion of topics that concern the risk manager and the risk management process-and

can be used as a tool by which the risk manager can anticipate developing exposures and take
corrective action before there is a financial loss
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Steel pact improves health, retirement benefits

BY DAVID KONIGSBERG

NEW YORK-Improved health
and retirement benefits round out
a new three-year pact signed by
the United Steel Workers (USW)
and the nation's "Big 10" steel
producers.

Although many details of the
agreement were unavailable, a
spokesman for Inland Steel Co. of
Chicago listed some of the bene-
fit changes which will affect 338,-
000 workers beginning Aug. 1:

- Sickness and accident compen-

PRODUCT
LIABILITY

CLAIM COST CONTROL
See Our Ad On Page 10
Countrywide Services Corp.

sation payments will be increased
each year of the pact for all six
workers' classifications. Employes
in the top bracket, now entitled to
$159 a week in sick pay, will be
eligible for $185 this year, $198 next
Aug. 1, and $211 in 1979. Workers
in the lowest bracket, now eligible
for $114 a week, will be able to
collect $131 this year, $142 next
year, and $153 in 1979.
- Emergency treatment, now cov-
ered to 48 hours after admittance
to a hospital, will be covered to 72
hours.
. Coverage for outpatient treat-
ment will increase to $300 from
$200.
= Major medical limits will be
lifted to $30,000 from $15,000 a
year, and to $50,000 from $25,000
for life.

In addition, said the Inland of-
ficial, a vision care program wiill

be initiated Aug. 1, 1979, covering
$20 examinations every 24 months
and providing reimbursements of
$10-$20 for eyeglass lenses.

Group.life insurance coverage,
according to a Bethlehem Steel
spokesman, will increase by $2,000
per USW employe.

Income security for active and
retired workers was a major issue
in the final, intensive week of ne-
gotiations, and although provisions
in the new pact fall short of a
much sought after "life security
plan," wage security, especially for
senior employes, has been en-
hanced.

Beginnirg Jan. 1, 1977, workers
with 20 years or more of service
will be eligible for an extra year
of supplemental unemployment
benefits-double the current 52

weeks-if a plant shuts down.

Sueh workers must, however, be
willing to accept transfers to other
facilities.

In accepting a transfer, a 20-year
worker would be guaranteed 90%
of his former rate of pay.

The pact also allows for early
retirement for laid off or disabled
20-year workers making them
eligible for "rule of 65" pensions
(age and years of service equaling
65). They will receive as well,
$300 weekly supplements until
they become eligible for Social
Security benefits.

And as of Aug. 1, 1979, early
retirees wirt no longer have to pur-
chase supplements to retain hos-
pitalization coverage until they be-
come eligible for medicare.

Although the cost to the indus-
try of the benefit improvements
and an approximate 90 cent an
hour pay raise (over three years)

Gain 6 additional trading hours aailm

Wells Fargo presents an advanced securities processing system.
It's the only bank clearing securities on both East and West Coasts. Ow complete
Securities System can tell you where you stand today, today! And give you more time
and opportunities to invest otherwise idle funds.

Imagine-you start tradinl on
the East Coast at 8 a.m. ED 1, and

after a. full eleven-hour trading
day ends in California at 4 pm
PDT, you know what your posi-

tion-cash and securities-will be.
Thanks to Wells Fargo's two-

coast securities clearance capability,
you gain flexibility and control.
With more time and more

"operating roomi' you get more

A centralized system instead of
a frajzniented one.

Wells Fargo offers a total
system-clearance, settlement and-
custody. No more chasing around

for information or delayed deliver-

INng an

opportunities to invest and work

your balances, thereby improving

cash management.

Instead of trying to control
cash and securities in several

banks, do it in one. With us, you

ies. No need to wony about a place
to store securities. One source

offers you the full range o
y CI CO(rlﬁ
constantly get accurate execution:

Control you can't fret
anyw iere else.

rocess-

difference advantage, a chance to
improve productivity and lower
operating costs.

Ouality service at a
competitive price.
If your bank is oftenunable
to settle transactions where and
when you want, and you're reluc-

capd®ilpiels. by siraretay

settlement,.our System is sonie-

thing you ought to know more

396-2977.

keep a firm rein on all your horses
while allowing them room to run.
You'llget the most advanced
system available, a significant time-

Wells Fargo Bank
Securities Processing System

San Francisco - Los Angeles - New York

For more facts circle 38 on- reply card

about. It's among the most sophis-

ticated operations available.
o tell o

Please call Dick Jglin at (4 15)

ou allabout

has not been gauged, industry of-
ficials predict a 30%-40% jump
in employment expenses.

Chief industry negotiator J.
Steel
would not predict price increases

Bruce Johnston of U.S.

at the close of contract negotia-
tions. He said, however, that "the
costs of the agreement exceed our
ability to recover them (through
gains in) productivity," adding that
"prices must cover costs."

The "Big 10" steel companies
are United States Steel Corp,,
Bethlehem Steel, Republic Steel,
National Steel, Jones & Laughlin,
Armco, Youngstown Sheet and
Tube, Inland Steel, Wheeling-
Pittsburgh and Allegheny Ludlum.

Benefit beat

Continued from page 3

paid by the company. The cov-
erage now extends to both single
and family policyholders, as well
as to the dependent children of
employes. Crain's medical plan
for its 300 employes previously
provided for a flat maternity
benefit of $250, followed by a
$1,000 deductible, above which
expenses would be covered at
80%.

DAYTON POWER & LIGHT Co.
switched to an ACO contract with
The Travelers Insurance Co. from
a previously fully insured medi-
cal benefit plan for its 3,100 active
and 650 retired employes. The
utility has been with Travelers
for a number of years and was
happy with services received, and
made the change for cost savings
based on a recommendation by
benefit consultants Hewitt Asso-
ciates of Deerfield, Ill., according
to Carl Mirre, supervisor of in-
surance administration. He figures
Dayton Power & Light will save
at least $50,000 a year with the
ASO plan. Paid claims are about
$2 miillion a year.

AGE DISCRIMINATION in em-

ployment is the target of a new
bill introduced in Congress. If
passed, HR 115 would outlaw
mandatory retirement at age 65.
One of the bill's co-sponsors, Rep.-
Robert A. Roe (D-N.J.), said a
main- goal of the legislation is to
strengthen the Social Security and
private pension systems by allow-
ing older workers to continue to
contribute to those funds instead
of drawing benefits.at age 65. If
mandatory retirement at 65 is
terminated, Rep. Roe predicted,
the economy would be stimulated
as older workers use their full
purchasing power. He estimated
$10 billion would be added to the
gross national product. HR 115,
which is a re-introduction of a
similar bill which was introduced
in the 94th:Congress, has been re-
ferred to the House Committee on

Education and Labor.

Benefit beat is designed ta in-
form employe- benefit managers
and others about benefit trends in
other companies and institutions.
We'd Jike to know if you'ue made
any changes in plans or insurance
carriers, or if you know of any
important developments. Write
Benefit Beat, Business Insurance,
740 N. Rt,sh St., Chicago, ILL

60611 or call (312) 649-5279.

Storm loss

Insured losses caused by a storm
which swept a three-state area of
the Midwest on April 2 are esti-
mated at $2 million by the Ameri-
can Insurance Assn. Wind, hail
and tornados struck parts of Wis-
consin, Michigan and Ohio. The
storm has been assigned catastro-
phe number 82.
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Fred Weber. Inc. is a big, bus
construction firm based in St. Louis.
Employers of Wausau serves this

Eollcyholder with six lines of
usiness insurance.

~ As often happens with a grow-
mg%,, successful company, there comes
atl

me when management intensifies
its interest in insurance matters

and more effective loss controls are
put into practice with the goal of
Ereservmg life, health and property.
xample:In a'recent year, Fred
Weber, 1nc. had 72 reportable |
injuries, The following year, with
the entire work force now keenly
aware of management's insistence

upon safety, the number of injuries
was reduced by 76% to just 17.

"Weber, the Road Builder" does things in a big way-with a big emphasis on safety.

. The road to a good safety record.

Results like this require a
partnership effort. And it was this
kind of cooperative spirit that led
our Safety and Health consultant
and the policyholder's Safet?/
Director to co-author a two-Inch-
thick accident prevention manual.
This cogwghted book is now in use

by all of Weber's supervisory
personnel.

At Employers, we do every-
thing we can to make pollc¥1holders
more aware of the need to have a
sound |oss control program. Be-

cause in the long run,?oss preven-
tion is the best way to control
insurance costs.

n more than gooyd Intentions.

|t takes a knowledgeable

insurance company to provide
guidance. And an energetic
policyholder who's willing to
convert good intentions into
action. That's the kind of part-

nershiﬁ we propose. Because
that's how to make business

insurance work for a living.

Come to the source
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Pregnancy

Continued from page 1
ments to all plans, no matter how

limited the particular plan hap-
pens to be.”

Thus, if the legislation passes,
an employer would be forced to
include pregnancy in his disabil-
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See Our Ad On Page 10
Countrywide Services Corp.

bill ...

ity plan, regardless of the size or
provisions of the plan.

Before the employment oppor-
tunities subcommittee takes action
on the rrleasure, several committee
members said they want to ex-
amine more information on the
bill's potential cost to employers.

"We ought to take a close look
at the costs before we pass a bill
with such a tremendous impact,”
said subcommittee member Ron-
ald Sarasin (R-Conn.).

"An IBM or Xerox could pos-
sibly afford to include pregnancy
in their disability plans, but the

- 7 ” v

same might not hold true for
thousands of small businesses,"”
said Rep. Sarasin.

Estimates of pregnancy disabil-
ity costs a. the April 6 hearing at
times caused more confusion than
understanding. Peter M. Thexton
of the Health Insurance Assn. of
America, for example, said the
proposed legislation could cost
employers an additional $1.7 billion
in benefits. But this figure is part-
ly based on an 11.3-week disability
period which civil rights and
women's rights groups criticized as
being far too long.

Mr. Thexton said the 11.3-week
estimate was based on the experi-
ence of several companies in Ha-

B

waii where employers are required
to include pregnancy in their dis-
ability plans.

But Mr. Thexton failed to dis-
clost how many businesses and
employes were surveyed in reach-
ing this estimate. In addition, he
neglected to disclose the exact na-
ture of the companies’ disability
plans and the safeguards employed
to reduce abuse of the plan, casting
a shadow of doubt on the validity
of the estimate.

Business

Insurance contacted

experts at George Washington
and Georgetown University med-
ical schools and asked them to es-
the average disability
period as a result of pregnancy.
While all admitted that there

timate

e

ne Bend Portland Oregon

gton

were enormous individual differ-
enees, they agreed that a disabil-
ity period of between six and eight
weeks would cover most women.
The doctors stressed that preg-
nancy is not fundamentally differ-
ent from other disabilities requir-
ing major surgery and does not
present any unique obstacles in
determining when a woman can
return to work after giving birth.

Aside from dramatically push-
ing up employer dosts, Mr. Heylin
of the Chamber of Commerce
noted that one effect of the bill
would be "that leave and pay-
ments for pregnancy might
amount to severence Pay, rather
than disability pay . . ."

Mr. Heylin said about half the
women taking pregnancy leave do
not return. to work after their ba-
bies are born. By contrast, almost
all other workers taking disability
leave do return to work, he said.

In an interview, Susan D. Ross
of the American Civil Liberties
Union in New York City said this
interpretation of the bill's impact
was misleading.

"It is possible that 50 % of wom-
en may not return to work after
giving birth," she said. "But many
of these women were forced to
leave after their employers found
out they were pregnant,” she con-
tended.

As the hearings drew to a close
and Congress recessed for the long
Easter break, it was impossible
to ask subcommittee members to
confirm or deny earlier predic-
tions that the bill would reach the
House floor by Memorial Day.

But one indication that early
optimism over the bill's quick
passage may have dimmed came
at the end of the hearing.

Clarence Mitchell of the Na-
tional Assn. for the Advancement
of Colored People, whose oral tes-
timony only lasted two minutes,
said to Rep. Hawkins: "I hope
this bill is passed as quickly as |
gave my testimony.”

"You've been here long enough
to know better than that," Rep.
Hawkins replied.

However, the Carter adminis-
tration has come out solidly in fa-
vor of the measure, sending repre-
sentatives from the Justice De-
partment to testify on behalf of
the bill at the hearing.

A number of subcommittee
members clearly were moved
when Sherrie O'Steen, a plaintiff
in the General Electric case, de-
scribed how she lived without
light and heat when the company
placed her on unpaid leave at the
end of her seventh month of preg-
nancy.

"l don't want another woman to
have to go through what I did,"”
said Ms. O'Steen, noting that
while she shivered in her home
unable to pay the heating bill, GE
paid disability benefits to men who
took time off for hair transplants.

Senate hearings on the bill be-
gin at the end of the month. -

Konigsberg ioins
staff in New York

CHICAGO-David B. Konigs-
berg has j oined Business Insur-
ance as an associate editor in the
New York office, replacing Mar-

garet LeRoux, who left the pub-
lication to move to the West Coast.

Ms. LeRoux will continue to re-
port for the publication as a free-
lance contributor on events in
Northern California and in the
Western states fronn her base out-
side San Francisco.

Mr. Konigsberg, 24, has a BA in
English from Hofstra Univensity in
Hempstead, N.Y., and has worked
as a reporter for the Bergen Bul-
letin in Bergen County, N.J., for
Cliff's Magazine in Englewood
Cliffs, and for 40 Magazine.



By GREG DAVID

SALT LAKE CITY-Utah has
enacted! the first product liabil-
ty reform legislation since per-
gonal injury litigation emerged
as a maj or problem for busi-
nesses three years ago.

The law establishes a statute
of limitations, prohibits asking
for a specific amount of dam-
ages (ad damnum clause), pro-
hibits suits against a manufacturer
where a product has been al-
tered, defines "unreasonably dan-
gerous" and allows a defense
that a product was not defective
if it met government standards.

State Sen. Fred Finlinson,
sponsor of the bill, said it was
passed by overwhelming mar-
gins. The governor signed the
legislation March. 22; it will go
into effect May 22.

"There wasn't a great deal of
fanfare," he said, "We handled
it in a low-key way."

The work the Utah legisla-
ture did in 1976 in passing a

A House subcommittee shied away
from any specific product liability
proposals during a hearing this
month. Meanwhile, product liabil-
ity suits in the Chicago area have
surpassed malpractice cases. Stor-
ies on page 62.

medical malpractice bill helped
pave the way for the product
liability legislation by familiar-
izing legislators with the issues
involved, he added.

Dennis Connolly, counsel for
the American Insurance Assn.,
said, "While its not exactly our
approach, it's better than noth-
ing." Richard Goodman, assis-
tant general counsel for the
American Mutual Insurance Al
liance, said the Utah bill included
many changes the Alliance
thought would help to alleviate
product liability problems.

The law requires that product
liability suits be brought within
six years of the initial purchase
of a product or 10 years of the
date of manufacture. The limita
tion applies to actions based on
breach of implied warranty, de
fects in design or manufacture,
failure to warn or any other al
leged defect.

Mr. Goodman said the provi
sion appeared to be aimed at
strict liability damages for in
jury and it is unclear if the
limitations api)ly to negligence

The statute of limitations does
not apply to injuries or deaths
which occur within two years of
the effective date of the law.

The bill prohibits asking for
specific damages, allowing plan
tiff's only to ask for "such dam
ages as are reasonable.”

The law says no manufacturer
can be held liable for any injury
where a "substantial contributing
cause of the injury"” was an al
ternation or modifkation of the
product after the sale to the
initial consumer.

"Unreasonably dangerous" is
defined "an extent beyond which
would be contemplated by the
ordinary and prudent buyer . .
considering the product's char

Auto crashes

Motor vehicles crashes in 1975
cost the U. S. $37.5 billion, accord
ing to a study just completed by
the National Highway Traffic
Safety Administration. The cost of
"pain and suffering"” was not in
cluded as a measurable- cost conn

ponent of the study.

acteristics, propensities, risks, dan-
gers and uses together with any
actual knowledge, training, or
experience possessed by that par-
ticular buyer, user or consumer."”

Finally, the bill allows a man-
ufacturer a "rebuttable presump-
tion" if a product was manufac-
tured in accordance with gov-
ernment standards. Mr. Finlinson
said the original proposal sug-
gested a state of the art defense
based on "industry standards" but
that the bill was amended in the
legislative process.

Mr. Finlinson said the manu-
facturers' associaton was the key
group behind the law, although
support also came from Chamber
of Commerce groups and whole-
salers im Utah. -
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For risk managers, financia
involved in the administratioi

GAB is dedicated to helping you save time and money.
If you administer risk management claims, we offer the most comprehensive
individualized appraisal, inspection, investigation, settlement and loss control

services available today.

We cover every square mile of the country.
GAB maintains 650 offices in the U.S., Canada and overseas, staffed by more than 3000
highly-trained liability and property exposure specialists. Our expertise is available on a local,

regional, national, or international basis. 24 hours a day.

We know the importance of a close working relationship.
The foundation of every claims program is our Tailored Adjustment Service.
It means we.take full and careful cognizance of the self-insurer's needs,

procedures, and "know how".

Preventive planning plays a key role.
Our Claims Management Reporting System, the newest, most complete, computerized logging
system in operation, can be an important risk management tool. The 6 basic reports ( 16 different
formats), provided on a regular basis, or on demand, can be invaluable- for OSHA compliance,

internal cost control and efficiency analyses.

The single-company advantage.
Woecerking with GAB assures you that every phase of your work is properly supervised, promptly
handled. Our "one order, one bill"capability means that communications are
simplified. Contract proposals and quotations are prepared quickly. Procedures,
forms and routines are tailored precise!5- to your methods and requirements.

If necessary, we'll even create a service for you.



the answer.

f self-insured programs.

Basic Services

GAB's "Services for the Self-Insured" booklet describes our capabilities
in the following areas:

- Workers' Compensation
- Auto Fleet Property and Liability
General Liability
Products Liability
Property, Catastrophe and Recovery
- Transportation and Ocean Marine
- Accident and Health, Life and Disability
- Safety and Loss Control
- Employee Benefits

Services for the Self insured cAo
Equally important, it explains how we custom-tailor and handle your
account. For your free copy, just mail the coupon.
Gentlemen: E| Please have a GAB representative call me. M
[3 Please send me a copy of your"Services for
the Self-Insured" booklet. ©
NAME.
TITIF.
COMPANY
ADDRESS
CITY STATE 7/P L
TELEPHONF.

We have the answer.

The nation's leading independent

insurance sen,ice organization.
123 William Street, New York, N.Y. 10038



HOW TO SAVE YOUR COMPANY

MANY THOUSANDS OF DOLLARS

SEASONED EXPERTISE IN PRODUCT LIABILITY CLAIM MANAGEMENT
NOW AVAILABLE ON A PER-CASE OR RETAINER BASIS

Millions of dollars are being lost each year on product liability claim and suit disposi-
tion. How many of those millions need not have been spent? Is it really better to
pay than to contest? Whether yOLr firm is self-insured, captive-subsidiary insured, or
carrier-controlled, your top executives are no doubt asking these questions. Country-
wide Services has the answers. Countrywide Services is a unique organization special-
izing in professional investigation and trial preparation of product liability claims.
Countrywide Services has proven that such claims can be successfully defended, or,
where payment is warranted, settled at lesser amounts. If your company is consider-
ing self insurance, Countrywide Services can help. If your company is seeking to
reduce the paid losses of a captive-subsidiary insurance company, or to limit the
exposure of deductibles, Countrywide Services can help. To learn how Countrywide
Services can help your company save many thousands of dollars this year, call or
write today.

Coast-To-Coast Service

Countrywide Se-vices has experienced, professional c aim
representatives located throughout the United States. Your
product liability claim wil be dealt with on the spot, from an
aggressive, defense-oriented posture.

| nvestigation/Evaluation

In controlling product liaoility losses, the investigation anc the.
gathering of evidence are paramount. Only after all the lacts
have been objectively assembled can the decision to pay or
contest be made. The Countrywide Services field staff, with
more than ten 'Years claims experience, conducts intensive,
defense-oriented investigarions. Claims based on unfounded
evidence, half-truths and fabrications are exposed. By rejecting
the modern tendency to pay claims just to close the file,
Countrywide Services preserves both the good name and the
assets of client companies.

Sound Reserve Recommendations

Countrywide Services dravvs on years of experience to proferly
reserve the reported products claim. Clients are kept advised of
these reserves through sophisticated computer processing
methods and procedures.

Product Defense

The defense of product integrity is vital, not only for current
claims but for possible future claims. Countryivide Services can
assist clients in selecting able, qualified product-liability
defense counsel. Countrywide Services supports counsel by
facilitating and coordinating trial preparation methods for a
successful defense. Importantly, a client company's expert
knowledge of its products is used to full advantage.

Early Warning Service

Countrywide Services discreetly investigates potential product
liability claims from incidents that receive some notoriety via
radio, TV, newspaper or other means. Expense is minimized;
the potential for early defense is maximized.

Computerized Reports/Analyses

The Countrywide Services computer is programmed to generate
in-depth analyses of claims for management evaluation. The
most current reserve and loss/expense payment information is
published on a monthly basis.

TO EXPLORE YOUR FIRM'S PRODUCT LIABILITY
CLAIM PROGRAM

Write on company letterhead or call F. J. Kapusta, President:

COUNTRYWIDE SERVICES
CORPORATION

11975 Westline Industrial Drive

St. Louis, Missouri 63166
Phone: (314) 878-1375
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VWomen risk mana

By KATHRYN McINTYRE ROBERTS

CHICAGO-Risk management,
like the rest of corporate middle
management, is not a paragon of
equal opportunity, but the grow-
ing number of women in the field
are changing the old image.

With the crumbling of tradi-
tional barriers, women are now
more freely moving into corporate
insurance administration and risk
management. Still, their pass key
to the manager's suite is superior
performance and their lease is
knowing how to cope with linger-
ing suggestions of sexism.

"There's a place for anyone who
is capable, aggressive and looks
for opportunity,” newcomer Bar-
bara Y. Akk believes. After just
four years in the insurance field,
Ms. Akk became risk manager in
January for the County of San
Diego.

"l opened the doors, developed
the job experience and expertise.
I also continued to go to school.
It's the only way a woman can do
it-by getting the credentials and
the experience,” she said.

Doris J. Ramsey, veteran risk
manager at Rohr Industries Inc.
in Chula Vista, Calif., said, "A
woman will succeed if she is will-
ing to assume a risk-to not be in-
timidated. It's there to be had if

she’'ll try."”

The growing ranks of women
turning up at meetings ofithe Risk
& Insurance Management Society
(RIMS) support those theories.
Emily M. Schmitz, risk manager
at Koracorp Inc. in San Francisco
noticed "frequently | see 15%
women at RIMS meetings now.
When | first started in 1965 | was
the 1%.

ment.”

That's a big improve-

Women have also assumed lead-
ership roles. Mrs. Schmitz was
elected the first woman president
of the Northern California chapter
of RIMS in 1969. This year Kath-
ryn H. Carroll,
ance manager at Varian Associates

corporate insur-

Sbwv wr Yi

Emily M. Schmitz

Emily M. Schmitz began as a file clerk and
finally decided she would rather buy insurance
than sell it. She's now risk manager at Kora-
corp Industries Inc. in San Francisco. Kathryn
H. Carroll began as a broker's girl, a once
complimentary title now in disfavor. She's now
insurance manager for Varian Associates in
Palo Alto. Mabel Weiss, assistant vp and risk
manager of Seattle First National Bank, also

in Palo Alto, is president of the
chapter. Women also currently
preside over the Oregon, Wash-
ington and Carolinas chapters of
RIMS.

No one, not even the New York
headquarters of RIMS, knows how
many women hold risk manage-
ment positions.

One guidepost, though, is the
number of women earning the-In-
surance Institute of America's as-
sociate in risk management diplo-
ma. Last year 15 % of the grad-
uates were women. Five years ago
it was only 5%.

However, the biggest swell of
women in risk management ap-
pears to be in "assistant” positions.
Helen J. Johnson, insurance ad-
ministrator at Ampex Corp. in
Redwood City, Calif., observed,
"Not too many women have taken
over the top spot." Whether they
will or not in the future, she said,
"depends on the company's philos-
mphy on promoting from within
andits philosophy on women."

Mrs. Schmitz believes there is a

limit in some companies to how

But local chapters get high grades

How good is RIMS? Some

By JOANNE GAMLIN

LOS ANGELES-The grades
risk managers give their local
RIMS chapters might spark envy
from officers of local Chambers
of Commerce, an organization not
known for a rebellious spirit.

But many risk managers do not
give the same high grades to the
national organization or the an-
nual conference.

"The chapter is good, progres-

sive and innovative," enthused
Victor W. Poveromo,
manager for the Hilton Hotel
Corp. in Beverly Hills, about the
Los Angeles chapter of RIMS.

"We have had a good chapter
since 1958," said David Morris,
dirpctor of corporate insurance for
LTV Corp. in Dallas. He was
speaking of the Dallas-Ft. Worth
chapter of RIMS which was
formed in 1956.

insurance

"The men in my chapter are no
slouches, indeed, they are a very
astute group,” added Sheldon
Weinberg, risk manager for Hen-

- nepin County, Minn.
the Minneapolis-St. Paul group.
But if the local chapters re-

, referring to

ceive most of the praise, a nation-
wide survey of risk managers dis-
covered criticism of the national
Risk & Insurance Management
Society and the national confer-
ence.

"You don't get your money's
worth out of the national confer-
ence," said Andy Meuwissen, as-
sistant treasurer at the Peavey
Co. in Minneapolis.

Mr. -
of three persons to lead a session
on product liability at the national
RIMS conference last year in Los
Angeles, says that the major fault
is that conference seminar leaders

Meuwissen, who was one

seldom venture beyond "canned
material.”

"For example, I've gone to three
or four sessions on cash flow and
found that they all say the same
thing," he explained. "l usually
get mcre out of talking to one or
two other risk managers after a

Kathryn H. Carroll
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far a woman can progress in the
risk management department. "It
depends on top management's atti-
tudes. Does the corporalion accept
women in other executive posi-
tions? If not, she can get in but

- she will have more of a problem
if she wants to be effective.”

A woman considering a position
:in a company should look into this
aspect before she leaps, Mrs.
Schmitz suggested.

Dorothy M. Astarita, corporate
insurance manager at AMF Inc. in
White Plains, N.Y ., admits "there
. are comparatively few women in-
surance managers." But, she said,
"l don't think women aren't ad-
mitted. And | don't think men in
the insurance field would hold a
women back. It's that women
aren't aware of the possibilities."

Business Insurance interviewed
18 women risk managers about
the possibilities in risk manage-
ment, how they got where they
are and their experiences in the
male-dominated field.

As with.men, the insurance in-

session than | do out of the entire
conference.”

Mr. Meuwissen is nor attending
the national conference this year.

Risk managers with similar
views often will not allow them-
selves to be identified with their
comments. But they echo Mr.
Meuwissen's view that the confer-
ence sessicns offer much more for
inexperienced risk managers than
they do for senior experts.

"You can carry the technical
school-boy stuff just sc far and
after that, it's a rut,” griped a
public risk manager from the
East Coast.

"l really don't want to go and
listen to some guy spout:ng about
the problems facing the XY Z
corporation," he continued.

RIMS has never done a thing
for him, he said. "I belong only
for the hell of it.”

A central shortcoming with the
national RIMS is that it does not
use its muscle on serious insur-

ance problems, according to this

Mabel Weiss

Judith M. Lindenmayer

went into risk management after a successful
career as an insurance agent. And Judith M.
Lindenmayer, risk manager at Sealy Inc. in
Chicago, began in the company's personnel
department. The journeys of these four women
illustrate some of the varied roads women
have traveled in their management careers.
Profi les of 18 women in risk management be-
gin on Page 26.

dustry emerged as a common
training ground for women in
risk management. But unique to
women is advancement from sec-
retary to risk manager. In com-
panies in which insurance is han-
dled as just one responsibility of
an officer, the secretary often as-
sists in managing the portfolio of
policies.

Ms. Ramsey at Rohr Industries
-got her start that way. She worked
for the general counsel of Rohr
who handled insurance among his
duties. After eight years the pro-
gram was turned over to her as
insurance coordinator when the
counsel became more involved in
legal affairs.

Four years ago Ms. Ramsey was
named insurance manager and a
year ago she was named director
of risk.and benefits. The new title
was bestowed to better reflect the
scope of her responsibilities.in the
world of evaluating capacities,
cash flow funding and self-insur-
ance.

But - moving up through the
ranks from a secretatial spot can

have thel

large problem untouched by
RIMS, he said, is the fact that
most large corporations must seek
much of their insurance coverage
abroad.

Another public risk manager,
who first decided not to attend
the national conference and later
changed his mind, argues it is a
mistake to schedule the industry
sessions on Monday and Tuesday,
the same time as the employe
benefit study groups, In >addition,
he threw cold water on the ses-
sions planned for the last three
days of the week, terming them
a rehash of what was offered in
1976.

"There should be more emphasis
given to the legislative area,” he
asserted.

This risk manager,- who repre-
sents a Midwest mumcipality,
says he is also concerned about the
cost of RIMS membership. Re-
guests for dues increases are

heard continuously, he noted.
Carole Maanuson. risk manager

gers: We try harder

calme - some problems. Ampex's
Mrs. Johnson also advanced from
a secretary to insurance adminis-
trator. Now, she finds, "Some of
the executives.still think of me as
a secretary. If I'd come in cold |
wouldn't have run into that, but
they remember me sitting in front
of my boss's office."

Going into corporate risk man-
agennent frorn the insurance in-
dustry doesn't guarantee that one's
abilities will be immediately
recognized either, as Carol Cas-
well, risk manager of Maple Leaf
Mills in Toronto learned.

She joined the risk management
department there after 11 years as
an insurance 'agent and broker.
At first she was handling insur-
ance supervisory work. When a
manager came into the depart-
ment with a question, he would
invariably direct it to the man in
the office. He in turn would have
to ask her the question. "The per-
son's first reaction was to auto-

matically ask the man,"” she ob-
served.

As risk manager, she no -longer
encounters that situation.

Some of the women interviewed
maintained they've never run into
any discriminatory situations. Yet,
nearly all of the women agreed
they have had to work harder
than a man would have had to in
order to .get where they are in
their careers today. Mrs. Ramsey
said, "Yes, I've worked harder.
It's the old cliche: You have to be
better to get there and best to
stay."

Mabel Weiss, assistant vp and
risk.manager at Seattle First Na-
tional Bank, agrees. After 20
years at running her own insur-
ance agency and six years in risk
management, she believes, "A
woman needs the background, the
experience and the training. It's
harder for her to bluff her way
through.”

A woman's expertise in insur-
ance is questioned as often as a

Continued on page 30

r doubts

for Gelco Corp. in Minneapolis,
also believes that national RIMS
should put more emphasis on
legislative matters, perhaps with
the kind of force of the American
Medical Assn. Also, she would
like to see the organization spon-
sor more educational seminars
during the year.

Along the same lines, Edward J.
Sweeney, vp of Magic Mountain
in Valencia, Calif., said that al-
though he attended and enjoyed
the national conference in Dallas
and Los Angeles, he will not at-
tend this year's gathering because
he suspects he will not be able
to soak up a lot of new informa-
tion.

Several risk managers com-
plained that the national confer-
ence is busier than a six-ring cir-
cus. A West Coast risk manager,
for instance, wistfully recalls the
organization 10 years ago "when
at the national meeting you could
get together with your cohorts and
talk about common problems.

Prrn#1.1/,1 nn nino 1 9



12 / business insurance, April 18, 1977

Evaluating RIMS ...

Continued from page 11

"Now | can go and not see a
single insurance buyer,"” he ob-
serves, pointing out that the num-
ber of people attending the confer-
ence does not automatically add
up to quality.

"RIMS is a great social organi-
zation," agrees Joseph DeMarinis,
risk manager for the Port of New
York and New Jersey.

Although few risk managers
would disagree with that state-
ment, many of those surveyed said
the social climate of the national
conference lends itself to the in-
terchange of ideas, the standout
benefit of RIMS in the opinion of
these insurance managers. .

"Being able to talk to your
counterparts at competing corpo-
rations is an invaluable advan-

tage,” said a midwestern risk

manager. A member of RIMS

from the days when it was known
as the National Insurance Buyers
Assn. (NIBA), this risk manager
has nothing but high praise for
the present day organization.

"RIMS has had a significant
impact on my professional life,”
he stated. Not the least among its
advantages is the fact that it has
been "a door-opener for me, al-
lowing me to move to ever higher
paying positions."

The national organization is
performing at a higher level all
the time, he maintained, noting
the in-house newsletter and RIMS
magazine, publications that re-
ceived high marks from several
risk managers.

Sheldon Weinberg of Hennepin
County, Minn., also sings RIMS’
praises. Arising early on Monday
and Tuesday to attend the ses-
sions for public risk managers is

a joy, he insists.

Although the rest of the week
varies "depending on how you
luck out," Mr. Weinberg was un-
stinting in his enthusiasm for the
conference, noting that he some-
times gains "spectacular ideas"
from seminars.

Wayne G. Plazek, risk insur-
ance manager at San Diego Fed-
eral Savings & Loan Assn., says
he would not miss a national con-
ference for the understandable
reason that he got an idea at one
seminar that saved his employer
$12,000,

Risk managers who fault RIMS
for not having enough material
for experienced executives are not
making the effort to ferret out the
new insights that are offered, in
the opinion of Stefan J. VValovic,
assistant insurance manager at
Stone & Webster Engineering
Corp. in Boston. Comparing the
national conference to fertile soil,
he says that the kinds of seeds you

plant determines the kind of har-
vest you get.

Mr. VValovic also commended
RIMS for its "continuing efforts
to upgrade the professional status
of risk management.”

And he points out that the or-
ganization was helpful last year
when he changed jobs.

RIMS' work in educating cor-
porations about the concept of risk
management was lauded by Ed
Lalley, president and chief ex-
ecutive officer of Ideal Mutual
Insurance Co. in New York, an-
other man who remembers the
organization when it was in the
process of being founded.

Yet even among those who are
quick to cite flaws in RIMS, there
are only a few risk managers who
are willing to take the final step
of withdrawing their membership.

One company that did this last
year is Safeway Stores, Inc., Oak-
land, Calif. Bert Anderson, insur-

ance manager, declined to com-

Sixnew health insurance coverages
from Nationwide.

Justwhatthe doctorordered.

With the economy the way it is,
your business could probably use at
least one good shot in

the arm.

Here are

six, from

Nationwide.
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healthier.
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ment on the reason for the action.
Observers, however, say that the
move stemmed from a mandate
from the company's legal depart-
ment, limiting the number of or-
ganizations to which the corpora-
tion can belong.

Dick Smith, director of insur-
ance and risk management at
Royal Industries in Pasadena,
Calif., is probably more typical of
the kind of risk managers who
will attend the New York confer-
ence.

He cites the Los Angeles chap-
ter for doing a "super" job, espe-
cially in the area of education.
The chapter has just initiated a
program to pay for classes, regis-
tration and exam fees for aspiring
risk managers whose employers
refuse to pick up the tab.

VYWhat's more, Mr. Smith is
enthusiastic about the national
organization and the national con-
ference. Countering those who
find the content of the seminars
"canned," he vividly recalls a ses-
sion on captives at the 1976 con-
ference which was "just out-of-

Thaasi=s=s—~ ~srca>r lcda_ -

You'll find
New York

is accessible

NEVVW YORK-Whether you're
staying at the New York Hilton or
Americana Hotels, you'll find New
York an accessible place while at-
tending the Risk & Insurance
Management Society conference.

You'll be within walking dis-
tance of Central Park, Rockefeller
Center, Radio City Music Hall and

RIMS PREVIEW

Fiffh Ave. You'11 be on the west
side of the Midtown area, which
encompasses the belt of streets in
the 40s and 50s.

The RIMS Inc. office is on 42nd
St. and is accessible by the #104
bus from either of the conference
hotels.

RIMS suggests upon arrival you
visit the guest hospitality suite to
pick up material for the confer-
ence, city maps, shopping guides
and other needed information.

By the way, avenues in New

York run north and south, with
First Ave. on the eastern side and

12th Ave. on the west. Streets are
designated east or west with Fifth
Ave. as the dividing line. -

The people who know

how to handle it in

PHILADELPHIA

are
H. C. KNIGHT & COMPANY
320 Walnut Street

923-5440
SEE OUR AD ON PAGE 7



By MARIE KRAKOWIECKI

NEW YORK-About 40 hospi-
tality suites hosted by brokers and
insurance companies will be serv-
ing free liquor, free food and
maybe just a touch of blarney to
the thousands of registrants at this
year's Risk & Insurance Manage-
ment Society conference.

In addition, Marsh & McLennan
will host a lavish reception, John-
son & .Higgins will have its bid
dinner party and CNA Insurance
will again throw its "Chicago
Night" party complete with flap-
per dancing girls. According to
conference rules, every RIMS
member will be invited to each of
these special functions.

While there is no question that
the biggest draw of the confer-
ence is the professional and edu-
cational offerings during the week
days, there is also no question that
these nighttime "freebies" have
become the social backbone of the
conference an an ironclad part of
its tradition.

Have you ever wondered what
all this costs, why the suppliers
do it and what they can expect to
get in return? One executive at
a major brokerage house esti-
mated that the big brokers and
suppliers will spend upwards of
$100,000 apiece to wine and dine
risk managers during the week at
their hospitality suites and special
functions.

Exactly what the entertainment
budgets are this year is a closely
kept secret. Some of the brokers
who would talk about it said they
thought the $100,000 estimate was
on the high side. But they all
agreed that the RIMS conference
in New York will be the most
expensive one ever for them.

Johnson & Higgins, for example,
estimates that this year's confer-
ence will cost it 50 % more than
the one last year in Los Angeles.
Possibly it will even cost 25 %
more than next year's, scheduled
to be held in New Orleans.

"New York is brutal,” said a
J&H spokesman who works with
entertainment during the RIMS
conference. J&H wouldn't release
figures on how much it will spend
this year on its hospitality suite
and annual dinner party, but six
years ago it was spending $50,000
during the week of the confer-

The money comes out of its
advertising budget, and the way
J&H sees it, the amount of money
it spends on entertainment func-
tions at RIMS is equivalent to
buying a few ads in the Vvwall
Street Journal. In terms of im-
pact on potential clients, accord-
ing to the spokesman, the money
spent at RIMS goes further.

It won't be cheap. Business
Insurance obtained a copy of a
standard price list for hospitality
suite foods and drinks from one
of the two main hotels where the
RIMS conference will be staged
this year, the Americana. (The
Hilton Hotel would not give out a
standard price list, but it is rea-
sonable to assume its charges are
comparable.)

Al single bottle of Johnnie
Walker Black Label scotch costs
$28.50. A pound of .cheese costs
$12. One chafing dish of Swed-
ish meatballs is $60. A roast round
of beef costs $350.

The hotel is the only agent
authorized to sell liquor on its
premises. If you bring in your
own booze, you not only have to
get permission first, but you also
have to pay what is called a
"corkage charge" of $15 per bot-
tle just for opening it there.

Every shrimp popped into
someone's mouth costs almost a

dollar, and every finger sandwich
costs just over a dollar. A risk
manager can walk into a broker's
hospitality suite, wolf down an
expensive snack and never even
ruin his appetite for dinner.

Of course, none of the prices
includes a charge for a bartender
(it is mandatory in New York to
hire one from the hotel), a wait-
er or a 17% gratuity charge or a.1
8 % sales tax. Those fees are ada-
ed separately.

But the brokers and suppliers
still think it's worthwhile. After
all, the RIMS conference is the
biggest single gathering of risk
management professionals and in-
surance buyers.

The registrants represent mil-
lions of dollars of buying power
to suppliers like brokers and in-
surance companies, who are eager
to stay in their good graces.

Some suppliers said they would
have to be crazy NOT to try to
impress their customers by making
a good showing at the RIMS con-
ference. They want to repeat their
parties year after year to make a
repetitive impression on their cli-
ents.

It seems to be working.

"We tried to drop the plastic
hats and beads one year and you
would have thought we were
committing a mortal sin from all
the complaints we got,” said a
CNA spokesman connected with
the annual Chicago Night party
that features those favors. Risk
managers and wives of risk man-
agers have simply come to expect
-and demand-the social ameni-
ties of insurer and broker parties
From a promotional standpoint,
the suppliers feel, it would be un-
wise to discontinue them or try
to cut corners.

"There's no way we couldn't
be there,"” said a Marsh & Mc-
Lennan spokesman explaining
why his firm intends to continue
its practice of holding a big re-
ception. This year's, at the Ameri-
cana, will probably draw 3,000
guests.

Unlike J&H, which pays for
entertaining from its advertising
budget, M&M's costs during the
RIMS conference come from gen-
eral oerating funds. It claims it
does not regard the reception and
hospitality suites that it and its
employe benefit division William
M. Mercer will hold as a specific
investment for which it expects
definable returns in new business

Why do they do it? "It's the
biggest risk management function
of the year, that's why," the com
pany said.

RIMS itself is very sensitive
about hospitality suites..It asked
Business Insurance not to write
about them, presumably so that
no one would get the wrong im
pression about conference activi
ties.

However, after he made it clear
he thought a story idea about
hospitality suites was "the most
ridiculous idea | ever heard of,"”
executive director Ron Judd de
scribed the pains the society takes
to make sure there are no im
proprieties which could take away
from the real function of the con
ference, its educational and pro
fessional one.

Mr. Judd flatly denied a report
that there was bad feeling be
tween RIMS and broker Alexan
der & Alexander over the alloca
tion of rooms for hospitality suites
this year. A&A is setting up its
suite in the Dorset Hotel instead
of either the Americana or the
Hilton, where most RIMS suites
will be located.

"We go through this all the
time,” Mr. Judd said about com-
plaints that RIMS plays favorites

when it allocates suites to certain
firms. He said according to the
society's rules, there are written
standards for suite allocations.
RIMS assigns suites based on
the firm's past cooperation with

AIMS PREVIEW

the society, the number of years
it has been attending the confer-
ence, the number of people it
registers in the conference, its
general contribution to the risk
management community during
the year, and least important, ac-
cording to Mr. Judd, the size of
the company.

Sometimes, after all that, a firm
will complain about the size of the
room it was assigned for a suite.
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Suppliers find costly hospitality suites a must

RIMS says it can't do much about
that. "We can't stretch the walls
of the hotel," one society insider
exclaimed in exasperation.

After a company gets a suite, it
is then sent a list of nine guide-
lines to follow. They are ex-
plained as RIMS' effort to "pre-
serve the dignity and educational
reputation” of the conference.
Ron Judd visits each of the suites
unannounced to make sure it
sticks to the rules. If it doesn’'t it
can't come back in following
years, he said.

All suites must be closed be-
tween 9 a.m. to 5 p.m. and there
is a 1 a.m. curfew. No alcohol is
permitted at any breakfast func-
tions. No mass distributions by
rooms or guest boxes are allowed.
All advertising of suites must be
handled through RIMS.

The hospitality suites, although

they are a headache for people
planning RIMS and an expensive
item for the brokers, are here to
stay. The people who throw them
say there is no quantitative way
they can measure how much new
business the suites might bring
them but they are convinced
they are part of a good public
relations program. Some talked in
terms of cultivating good will
over a period of as long as 10
years in hopes of winning even-
tual business.

As one broker, weary with prep-
arations, put it, "If we couldn't
have the hospitality suites, right
in the hotels as a part of the
RIMS conference, we'd all be
spending just as much money
running around taking all the
buyers out to restaurants. It's a
lot easier on everybody this
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Certify risk managers” No way, say the pros

By JERRY GEISEL

WASHINGTON-Mention the
word certification to a risk man-
ager and chances are he or she
will tell you it is an idea that
really doesn't apply to risk man-
agernent.

"It is not an issue in the field
and you'll make yourself ridicu-
lous by even talking about it,”
said Ron Judd, Risk & Insurance
Management Society (RIMS) ex-
ecutive director.

But support for certification can

PRODUCT
LIABILITY
CLAIM COST CONTROL

See Our Ad On Page 10
Countrywide Services Corp.

be found in academic circles. "The
only way a risk manager will be-
come more than an insurance
clerk is through a system of cer-
tification," said Marshall Reavis,
president of the Insurance School

of Chicago.

"A lot of these guys (risk man-
agers) are more concerned with
cocktail hours than with improv-
ing standards,"” Mr. Reavis said.

Certification in other profes-
sions, accounting being the most
obvious example, is a long estab-
lished tradition. But Mr. Judd
says it isn't fair or appropriate
to compare risk management with
other fields where certification is
required.

"You want to compare account-
ing and risk management?" asked
Mr. Judd. "Well, you can't. It is
like comparing oranges and ap-

ples."

Accounting, Mr. Judd noted,
has a fixed body of knowledge
with firmly established principles
and procedures. An examination,
as a result, is possible to measure
mastery of those principles.

But risk management is an en-
tirely different ball game, said

AIMS PREVIEW

one manager. "Do you honestly
mean to suggest that risk man-
agement is fixed and static?

"It is an emerging field that
probably has expanded 80% in
the last decade. IFd like to tell you
certification is a good idea, but
in a profession subject to constant

change, certification is a meaning-

less concept,"” he said.

But a number of risk managers
said they failed to see a correla-
tion between a program of certifi-
cation and improved professional
standards.

"A person could take a test,
pass the right courses and still
be a lousy risk manager,” said
Peter Law, vp of insurance for
U.S. Industries in.New York.

Some risk managers agreed,
saying that success in risk man-
agement comes through dedica-
tion, intense work, intelligence
and not by fulfilling the criteria
of a certification program.

"Having a plague hanging on
the wall saying you have com-
pleted certain courses and now
are certified in risk management
is no guarantee of ability to do the

job," said William Dodge, insur-

Is the magic gone from

your insurance romance?

If your once-happy insurance relationship has been
severely strained in this period of capacity crunch,
tight markets, and inflexible underwriting, a new
broker may be the most realistic solution to your

dissatisfaction.

A broker who can adjusttochanging mar-
kets. A broker with an established per-
formance record. A broker offering top
market access. One who can design
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And one who will meet your company's
ever-changing insurance needs.
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ance administrator for Lockheed-
Georgia Co. in Marietta, Ga.

Academicians concede that
someone passing a certification
program will not necessarily be a
better risk manager than another
person who hasn't gone through
certification training.

But as Dan Anderson, a profes-
sor of risk management at the
University of Wisconsin, said:
"Our whole educational philos-
ophy is predicated on the idea
that education improves ability
and preparation for a job."

Aside from improving the
training of future risk managers,
a system of formal training,
which is implicit in the certifica-
tion idea, would call attention to
the government, corporations and
the public "that there really is
such a thing as risk management,”
professor Anderson said.

While the sample of risk man-
agers surveyed opposed certifica-
tion in general, some admitted the
idea was not without merit.

"Completing a certification pro-
gram would provide evidence that
a person was willing to put the
time and effort toward acquir-
ing an initial understanding of
some of the things involved in
risk management,"” said Mr. Dodge
of Lockheed.

But what appears to bother
risk managers the most about cer-
tification was the premise that
criteria could be established on
which to base certification.

"Someone who makes it through
certification might be perfect for

one company,” said an insurance
administrator for a midwestern
food processor, "But the needs of
the other company might be so
unique that a certification pro-
gram could not possibly by itself
make him qualified for the j ob
of risk manager.”

In a related point, risk man-
agers and insurance administra-
tors stressed that risk manage-
ment, unlike certified public ac-
countants, fulfill a company-
created role.

"If you have certified risk
managers, then by the same line
of reasoning you should also
have certified corporate presi-

dents, and treasurers,"” said a
safety director.

"That would not make sense
since all those positions mean en-
tirely different things from one
company to the next,” he said,
"Similarily, risk management
varies enormously and thus certi-
fication would not have any prac-
tical
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The typewriter affair: RIMS insurance

By KATHRYN McINTYRE ROBERTS

NEW YORK-RIMS, the clear-
inghouse for information on risk
management, has its own first-
hand lesson to tell in loss preven-
tion.

The Risk & Insurance Manage-
ment Society Inc. .has had to
battle burglars for possession of
its electric typewriters. The so-
ciety's New York City headquar-
ters, on the 15th floor of an of-
fice building at 205 E. 42nd St.,
have been struck by a typewriter
thief three times in the last 18
months.

After the first batch of electric
typewriters was swiped, the so-
ciety's treasurer, who doubles as
risk manager, ordered all the
typewriters bolted to the desks.

VWhen the thief returned a sec-
ond time, he found one rented
typewriter that hadn't been bolted
down. On his way out with it he
was discovered and fled, drop-
ping the goods. The security meas-
ure was apparently working.

But in the third and most re-
cent entry-just a couple months
ago-the thief very methodically

protect the society in the event
its annual conference is inter-
rupted. There are expenses that
have to be met even if, for in-
stance, an airlines strike shut
RIMS members out of the con-
ference city. The policy formerly
was for $500,000, but increased
income from the conference ne-
cessitated doubling the limits.
The premium is paid on the actual
income from the conference.

- A combined auto and general
liability policy that includes em-
ploye benefit liability. The limits
are $100,000/$300,000 bodily in-
jury and $50,000/$100,000 prop-
erty damage. There is a separate
but identical policy covering the
Canadian chapters.

- A $1 million publisher's lia-
bility policy covering the society's
"Risk Management” journal and
other releases. This policy does

MEMO FROM
MARSH & McLENNAN

not cover publications on the
chapter level.
- A $1 million umbrella policy.
Setting aside its typewriter
losses, RIMS has a clean loss rec-
ord, Mr. James said.

AIMS PREVIEW

The only deductible RIMS car-
ries is for $250 on its office con-
tents all-risk policy. Mr. James
observed, "We can handle that,”
but explained that as a non-profit
organization RIMS doesn't have
the capital to support substantial
deductibles.

"There wouldn't be a huge
premiums savings anyway," he
suggested, "because most of our

premiums are relatively low."

It's time for

Product Liability

at the crossroads.

The society hasn't been hit with
what Mr. James would character-
ize as "major increases" in any of
its insurance premiums. He noted,
however, that the insurance port-
folio has felt the effect of the lia-
bility crunch. The accounting de-
partment at the RIMS headquar-
ters refused to disclose how much

the society pays for its insurance.

INn addition to its members in-
terests, the society has to protect
its one part-time and 16 full time
employes. RIMS buys the normal
workers compensation and dis-
ability insurance as mandated by
New York state. It also provides
health insurance for its employes
through Blue Cross/Blue Shield
coupled with a major medical
policy carrying a maximum limit
of $1 million.

Life insurance and a pension

plan for the staff are arranged
through the American Society of
Assn. Executives (ASAE). RIMS
buys life insurance from $5,000 to
$20,000 for its employes. Under
the pension plan, an annual con-
tribution equal to 12% of the em-
ploye's salary is paid to ASAE
as the plan administrator. RIMS
picks up two-thirds of the con-
tribution and the employe pays
the balance, The plan provides
whatever the contribution will
purchase in the form of an an-
nuity at retirement, defined as
age 65.

Employes may buy long term
disability insurance and 24-hour
accidental death and dismember-
ent coverage. RIMS now provides
its staff with a travel accident
policy covering them when they
are on business trips.

Mr. James will turn over the
risk management program to the
new treasurer elected at the an-
nual conference. He promises, "It's
iNn good order.” m

of the capacity shortage as of
any technically sound assess-
ment of loss potential.

The problem is widespread.

affecting industry. the legal pro-
fession, insurers, legislators-
and ultimately, the public. All
have different, often conflicting,

unbolted the typewriters and
carried them away.

Enough, decided RIMS risk
manager Robert James, ordering

cool heads, not

an alarm installed on the offices.
AN alarm costs less than an
electric typewriter,"” he observed.
To date, the typewriters are se-
curel

Saving the society's typewriters
is just one chore in managing the
risks of the 2,400-corporate-mem-
ber society. Mr. James, vp of New
York's Chemical Bank, for the
last two years has monitored the
society's exposures, reviewed in-
surance policies and kept cover-
age up-to-date.

Recently all of RIMS' property
was inventoried. As a result, cov-
erage under the society's office
contents all-risk policy was in-
creased to $60,000 from $40,000.

And the society's comprehen-
sive crime coverage was just in-
creased to $250,000 from $100,000.
"That was needed because the
budget has increased tremendous-
ly,"” Mr. James said.

RIMS also has secured an ex-
tension on its New York state dis-
ability benefits policy to cover
pregnancy. The New York Court
of Appeals ruled late last year
that employers must pay disabil-
ity benefits for pregnancy on the
same basis as other non-occupa-
tional disabilities but few under-
writers are offering to insure it.
"We were fortunate to have an
underwriter that would do it,”

Mr. James commented.

Although amenable to discuss-
ing the society's risk management
program, Mr. James declined to
name underwriters. "Because of
the nature of the organization it
could be construed as an endorse-
ment of an underwriter,” he said.
However, RIMS places its insur-
ance by the book-"for the best
coverage and the best price struc-
ture.™

Mr. James characterized the
RIMS insurance portfolio as "ba-
sically the normal type of corpo-
rate protection." And that protec-
tion, where applicable, extends to
the 52 chapters of RIMS. "The
program is very broad to make
sure there is no slippage.,” he
said.

For example, the society's com-
prehensive crime coverage would
cover a loss that originated at the
chapter level as well as one that
occurred at the national level.

The insurance program also in-
cludes:

- A conference policy with a
maximum limit of $1 million to

heated arguments.

As everyone who reads the
newspapers knows, the insur-
ancemarketforproductliability
coverage is in bad shape. In

viewpoints which have been

stated repeatedly. frequently

many cases. a business cannot

obtain enough coverage: for
some classes of risks, coverage

is almost totally unavailable.

And in a classic example of
supply-and-demand economics,

premiums are soaring. Sadly,
this is as much a reflection

Develop New

1 Underwriting
Techmaues

with great passion and dire
predictions.
However. we feel that the time

has come for more than talk.

Too much heat,
not enough light.

Our feeling is that a central
forum is needed where opinions



Sometimes, an 'informal’ relationship to RIMS

Special interests served by splinter groups

By GREG DAVID

CHICAGO-The Hospital Assn.
of Risk Managers (HARMS) rep-
resents 150 risk managers at state
and city hospital associations.

The University Risk & Insur-
ance Management Assn. includes
140 risk managers at colleges and
universities throughout the na-
tion.

The Public Agency Risk Man-
agers Assn. in California involves
110 insurance officials for cities
and other municipal bodies in
California.

These three formal organiza-
tions have been formed to meet
the needs of risk managers with
problems quite different from the

overwhelming majority of private

can be heard, ideas collected
and opposing viewpoints
reconciled.

Because wejudge the need so
urgent. we have formed the
Marsh & Meknnan Product
Liability Council. This group is
composed of senior Marsh &

Meknnan professionals
selected on the basis-of broad

insurance experience, extensive

client contact and a reputation
for open-mindedness.

There will be no easy solutions.
Product liability is largely a

social issue. Its roots are in our

tort system ofjustice-which
in this case is intolerably slow,
capricious and cost-inefficient.

Tort reform is essential but it is

a long fvay off, dependent as it
is on lelgislative action and
public acceptance.

Meanwhile,what

can 64 done?
A great kieal.

* Means can be sought to attract

new capital into the insur-
ance underwriting markets
which would do much to ease
the upward pressure on pre-
mium rates. (One unexpected
source might de the extra
capacity made available by
more cgreful scrutiny of tax
laws and regulatory provisions
that seemingly encourage
purchase of insurance solely
for accounting and adminis-
trative considerations.)

= Greater stress should be
placed on loss prevention.
leading to fewer claims. with
good effect on future rates.
Specifically: tighter controls
over all aspects of product
design, manufacturing, mar-
keting and distribution to

Marsh &

industry risk managers represent-
ed in the Risk & Insurance Man-
agement Society Inc. While the
pressure for formal organization
seems greatest among government
officials, several private company
risk managers meet informally to
supplement the national and
chapter work of RIMS.

HARMS was formed five years
ago by the American Hospital
Assn. and the state associations
in Pennsylvania, New York and
Massachusetts, according to
James Groves, one of its founders
and the risk manager for the
American Hospital Assn.

The original idea was to pro-
vide a way to discuss common

hospital association risk man-
agers. The group now has an in-

formal system to disseminate in-

formation from the American

Hospital Assn. offices in Chicago.
The nneet

members whenever

AIMS PREVIEW

they feel there is a need; in the
last year, Mr. Groves said, that

has meant meetings every three
months.

HARMS has an informal rela-
tionship to the RIMS headquar-
ters in New York, using the na-

tional group to provide expertise.
"Sometimes when | meet with

RIMS," Mr. Groves quipped, "I'm
not sure which hat I'm wearing,
HARMS or the American Hospi-
tal Assn.”

In the past, . most HARMS
members were not also members
of RIMS. Many members live in
places without nearby local chap-
ters and many members did not
have the expertise necessary to
participate. "They would have
felt like idiots at RIMS meetings,"
Mr. Groves said.

But the increase in sophistica-
tion among hospital association
risk managers is changing that.
HARMS now recommends its
members join RIMS. And Mr.
Groves believes the association's
legislative work will be useful to

problems of state and municipal

insure compliance with war-
ranties, given or implied.

= Much remains to be done in

the effort to improve the es-

Underwr'ting Loss Experience

Product Liability Coverage
197076

P emiums

sential structure ofliability
insurance programs. Policy
language, methods of rating
and exposure data informa-
tion - each of these areas often
fail to respond satisfactorily
to the needs ofboth insurer
and insured.

LAINL the while. of course, the

Council will bear in mind that

long-term legislative and public

education goals are absolutely
essential if the current crisis

is to be resolved and repetition

avoided.

Whath an insurance broker

doing in all this?

Marsh & Mcknnan didn't get
to be the world's leading in-

surancebrokerbysittingquietly

on the sidelines.

McLennan

RIMS as that organization ex-

We have always felt a deep-
seated responsibility to tackle
tough issues that lie within
our areas of insurance and risk
management sKkills.

This isjust such acase.We feel
our special talent and depth

of professional experience
places us in a unique position
where we can become part of

the solution.

Ifyou'd like to know more-

or have suggestions to effer__
write to the Product Liability
Council. Dept. 200-BI, Marsh

& MelLennan. Incorporated,
1221 Avenue oftheAmericas,
New York, N.Y. 10020. We'llsend
you reprints ofseveral articles
on the su4d/ect.

Members Of the Product Liability Council.
San Francisco. February. 1977
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pands its legislative activities.
HARMS has no dues, although
they were considered to reduce at-
tendance by brokers and other
insurance sellers at meetings. Mr.
Groves said the risk managers
were outnumbered at many
meetings and brokers and others
were using information obtained
at the sessions to develop new
business. To stop that, HARMS
will no longer allow insurance
officials to attend its meetings.

HARMS is now forming a sep-
arate group for risk managers at
individual hospitals, a category
expected to grow rapidly in the
next few years. HARMS first con-
sidered expanding to include those
risk managers, but it feared the
level of sophistication (HARMS
has a captive) and the focus of the
organization might be diluted. So,
Mr. Groves said, a second organi-
zation will be formed with the
American Hospital Assn. providing
the coordination.

The University Risk & Insur-
ance Management Assn. meets
once a year in the fall at one of
the member schools, according to
James McElveen, current presi-
dent. Mr. McElveen, insurance
and safety director for the nine
campuses in the Louisiana State
University system, said dues are
$40 a year, considerably less than
the $125 national dues in RIMS.

The university puts out a news-
letter six times a year. The board
of directors also holds a second

meeting during the year.

William Ryan, risk manager for
the University of Michigan in Ann
Arbor, called the association an
"information exchange. " Mr. Mc-
Elveen explained that insurance
policies for large state universities
are almost identical. Therefore, the
most important information a uni-
versity risk manager needs is
what insurance companies are un-
derwriting coverage and how
much it costs.

The university association serves
as a clearinghouse for that infor-
mation, both men said.

Most (perhaps 80%) of the uni-
versity risk managers do not be-
long to RIMS, Mr. McElveen said.
The high cost of attending the an-
nual conference and the distances
to local chapter meetings are ma-
jor considerations, especially in
view of the financial problems
confronting most schools.

In addition, the concerns of the

The people who know

how to handle it in

are
THE McELROY-MINISTER COMPANY
141 East Town Street
228-5565

OFF AIED An ARI DAED 7
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Formal risk groups...

Continued from page 19

private company risk managers
that make up the overwhelming
majority in RIMS are very differ-
ent from the problems of univer-
sity risk managers, Mr. McEI-

veen said.

Robert Tieman, risk manager for
Dane County (Madison), Wis., was
in the forefront of another effort
to establish an association of gov-
ernment risk managers. To be ap-
propriately called GRIM ( Govern-
ment Risk & Insurance Managers),
that group would have included
city and county insurance officials
across the country.

Mr. Tieman said the different
tax situations and the strict pro-
curement rules faced by govern-
ment risk managers make their
purchase of insurance much dif-
ferent from the methods of private

company officials.

"l enjoy RIMS," he said, "but
I can't derive the benefits of some-
one from Standard Oil or United
Airlines."

Dennis Tweedale, risk manager
for Madison, Wis. said a new ef-
fort to form an association of city
and municipal risk managers will
be made at the RIMS conference
in New York. Mr. Tweedale is
considering the formation of two
groups, one for the East Coast and
one for the Midwest.

The groups will be mainly to
exchange information, he said,
and it isn't clear whether meet-
ings or a newsletter will be pos-
sible.

However, risk managers in Cal-
ifornia have been able to over-
come this problem. The Public
Agency Risk Managers Assn. now
includes 110 officials responsible

AnNnouncing

a new generation
of insurance.

Product design has changed to meet an ever-changing marketplace.

for insurance for cities and other
municipal governments in the
state. Donald Blackhurst, insur-
ance and risk manager for Santa
Clara County and the founder of
the group, said growth has been
excellent since it began with 12
members in February 1975.

The acute state of the public
liability problem in California ac-
counts for much of the interest,
Mr. Blackhurst said. Risk manag-
ers in Arizona and Oregon asked
if they could join the California
group, but "we decided not to take
on the world,” Mr. Blackhurst

said.

Dues are $20 a year and the
group meets once a month in the
northern part of the state. Sixty
percent of the members are from
Northern California, although the
group hopes to move meetings to
a more central location as mem-
bership in the southern part of the

state grows.
Most of the members of the as-

The "design" of Product Liability Insurance has changed as well.
The type of coverage best suited to today's economy and consumer
climate is "claims-made" coverage.

Simply stated, a claims-made policy protects your company during

that crucial period when the claim is actually made (as opposed
to when the product-related accident or

injury first occurred).
Assume an accident involving your product

takes place today, but you are unaware

of it and no claim is made against you

until 1982. Your present "occurrence"

policy will cover the claim in 1982-but

only to the limits of today's policy. And. in
order to "hedge" against such future claims,
and year-by-year inflation, the premiums
you are paying today for lI'occurrence™
coverage are substantially increasing.

The answer is: claims-made coverage.
First, rates are based only on expected
claims made during the next twelve months,

without a "premium hedge" on claims re-
flecting economic conditions in the distant
future. Result: lower premiums today.
Secondly, you are better able to tailor
your limits of liability annually (yesterday's
limits may not be sufficient for claims made
today, and today's limits may not be suf-
ficient tomorrow). Result: opportunity to pur-
chase higher limits when you need them.

Your insurance agent or broker can explain

other advantages of claims-made insur-
ance. Chances are his own professional
liability insurance is written on this basis.
Shand, Morahan & Company are ex-
perienced underwriting managers in this

type of coverage. Ask your agent or broker
to call us for full information.

Arll Innvic Rtroot
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sociation are not members of
RIMS, Mr. Blackhurst said. Since
many of the officials spend less
than 25% of their time on insur-
ance, he continued, it is not realis-
tic to expect them to belong to
RIMS. The 20 full time risk man-
agers do belong to the national or-
ganization.

RIMS has provided help to the
association, Mr. Blackhurst said,
and private risk managers have
also made themselves available for
help.

Leonard Friedman, a New York
risk manager who works for sev-
eral companies, hopes to eventual-
ly form a multi-company risk
managers group. For now, he's
trying to organize monthly lunch-
es of apparel risk managers in the
New York City area since many of
his employers are in the apparel
industry.

But so far Mr. Friedman has
only been able to get three or four
people to attend the lunches. He
hopes to spark additional interest

Claims=made

roduct liability.

Z19/ARA_ORAA

at the RIMS meeting in New York.

Risk managers for southern tex-
tile manufacturers, however, have
formed a strong informal group.
Several years ago, according to
G. A. Atkins, insurance manager
for Fieldcrest Mills Inc., an ad hoc
committee was formed to study
problems in rack storage and loss
control.

That committee, formed under
the auspices of the American Tex-
tile Manufacturers Assn., got the
risk managers in the habit of
meetings. Now meetings are held
whenever there is a major prob-
lem to be discussed; more fre-

quently phone surveys are used. -

Europeans
cover bank

note loss

LONDON-INnsurance compa-
nies in Western Europe hold
much of the insurance on $1.4
miillion of bank notes stolen at
Heathrow International Airport.
Thieves armed with shotguns
held up a security vehicle as it
was being unloaded at a termi-
nalL

The vehicle Ibelonged to Brinks-
Mat, a U.S.-owned security com-
pany which handles much of
the valuables that pass through
the airport, and was at the KLM
cargo center when the heist took
place.

The banknotes, all in new
English sterling notes, were on
their way to three Swiss banks
as part of normal international

currency transactions.

Insurance was led in Belgium,
with the rest placed in various
European countries, though a
small part is covered in London.
Insurance investigator Bob Bish-
op, managing director of the loss
adjusting firm of Graham Miiller
and Co., decided to offer a $140,-
000 reward to any persons with
information leading to the re-
covery of the stolen notes.

This is the usual practice in
connection with big crimes in
Britain, where banks and in-
surers work closely in association
with police in the hope of captur-
ing armed thieves who engage in
crimes of this nature.

An essential ingredient is that
there is no "undercover” deal
with the thieves themselves that
would enable them to make any
profit from the reward money.

There have been several big
thefts at Heathrow Airport in the
Ppast 12 months. I

Insurance eyed

for aquaculture

NEVW YORK-A government-
insurance industry partnership
may be necessary to provide cov-
erage for the nedgling marine
farming industry if Congress ap-
proves a bill to encourage aqua-
culture.

Melvin L. Stark, senior vp for
government affairs for the Ameri-
can Insurance Assn., said the ma-
jor problem raised by the bill
pending in the House is coverage
for the fish being farmed.

"It is doubtful that the kind of
‘cradle to grave' health insurance
protection the bill apparently con-
templated for cultivated species can
be furnished on any kind of sound
insurance basis,” Mr. Stark said.

If Congress decides all-risk cov-
erage is needed to encourage the
industry, private insurers could
become involved only if the gov-
ernment provided reinsurance for
catastrophic losses for these nor-
mally uninsurable perils, Mr. Stark
cCcoratimuouasecd o -
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Support growing for Canadian RIMS group

By GREG DAVID

TORONTO-Widespread sup-
port is developing for a proposal
by the Ontario chapter of RIMS
to establish a separate Canadian

risk management association.

West Coast Managing General
Agency looking to represent a
company interested in writing
fire and homeowner business
mainly in California but would
prefer the facility to extend to
adjacent states. Currently writ-
ing two million dollars and can
readily produce an additional
two to three million dollars if
desired. Our market place are
large financial institutions of
which we have long association
and experience. Reply " Multi-
markets Insurance Service, Inc.,
Box N, Los Angeles, CA 91413.
All replies held in confidence.

The Ontario, Calgary and Brit-
ish Columbia chapters have ap-
proved the proposal. However, the
plan has been rejected in Quebec,

and Manitoba has not taken a po-
sition.

"Basically, we feel we are in a

said
George Wilkinson, risk manager

different business climate,"

at Consumers Gas Co. in Toronto
and one of the prime movers be-
hind the idea. "Risk management
in Canada is sufficiently different
to require a separate organiza-
tion.”

But Dan Sullivan, a former
RIMS president and risk manager
at Northern Telecom Ltd. in Mon-
treal, disagrees. "l wouldn't want
to become a second-class citizen of
RIMS," he said.

Under the plan, Canadian com-
panies would join the Canadian

risk management association in
the same way companies now join
the Risk & Insurance Manage-
ment Society Inc. in New York.
The organization would have a
Canadian headquarters and staff

RIMS PREVIEW

and would coordinate the work of
the five provincial chapters. A
new affiliation would be worked
out with the RIMS headquarters
in New York.

The five Canadian chapters now
operate independently, with for-
mal links only to the national or-
ganization in New York. There is
a 10-year-old Canadian associa-
tion or risk managers, joined by
individuals. but both sides of the

Show us a special risk
capacityproblem, and
-eli show you the capacity
bryourspecial nsk. i

We've proven to a lot of people in a lot of industries

that their special risk capacity problem.is not a problem

for Baccala & Shoop. We've got the experts, contracts -
and know-how to solve your capacity problem. - .-
Let us prove it to You. »/'-

current controversy agree that or-
ganization is a failure.

The annual RIMS conference
and journal are so heavily orient-
ed toward U.S. risk managers that
many Canadians ask, "What do |
get out of RIMS? said Donald
Stuart, risk manager at Canada
Packers Ltd.

Two major U.S. problems-
medical malpractice and workers'
compensation-are not issues in
Canada, said Mr. Wilkinson. In
addition, the tax situation is com-
pletely different and superintend-
ents of insurance tend to be more
flexible than their U.S. counter-
parts.

Proponents of a separate Cana-
dian organization hope a national
group will be able to intensify’
and coordinate legislative activity.
Dave Hunter, president of the
British Columbia chapter and risk

a&Shoop

Underwriting Managers
Specialists-Property: Primary, Quota Share, Excess on all risks, D.I.C.

and Builders Risk.

Casualty: Umbrella, Excess Liability, Excess Workers' Compensation.

Home Office: 3435 Wilshire Boulevard, Los Angeles, CA 90010 (213) 487-5140

, Southern California Office: 3345 Wilshire Blvd., Los Angeles, CA 90010

(213) 385-6266

For more facts circle 3 on reply card

111 Pine Street, Suite1520, San Francisco, CA 94111 (415) 982-2782
4615 Southwest Freeway, Suite 750-E, Houston, TX 77027 (713) 622-2940

manager at West Coast Transmis-
sion Co. Ltd., said it would be bet-
ter to approach a superintendent
or provincial legislature with na-
tional backing rather than merely
a provincial position.

A Canadian organization would
be able to deal more effectively
with Canadian insurance compa-
nies, Mr. Wilkinson suggested.

Mr. Wilkinson also believes a
Canadian group could develop a
Canadian risk management course.
The present educational efforts of
the New York headquarters are
not as useful as a Canadian course
could be, he said.

The amount of money sent to
New York for dues ($100) also is
a major issue, said John Led-
sham, risk manager at Canadian
Wire & Cable in Toronto. Many
feel the money is supporting proj.
ects with little relevance to Can-
ada.

However, Dan Sullivan at
Northern Telecom disputes these
points. "We feel there are many
more benefits that would be lost
than would be gained by a sepa-
rate organization," he said.

The major benefits of RIMS
that might be lost are:

= The educational program fos-
tered, supported and encouraged
by RIMS. Mr. Sullivan disagrees
with Mr. Wilkinson's contention
that the program is not universal
in its application.

- The work of RIMS to up-
grade the status of risk manage-
ment within the corporate struc-
ture. Would a smaller Canadian
organization be as effective as the
efforts of the RIMS headquarters?
Mr. Sullivan asks.

« The educational program fos-
tered by RIMS. No Canadian
chapter is large enough to support
an effective industry group, he
argues.

« The aid in dealing with an
insurance market that is now in-
ternational in scope.

The fact that two Canadians
have headed the RIMS organiza-
tion within the last five years is
evidence Canadians can play a full
role in the organization, Mr. Sul-
livan contended.

The Quebec chapter has count-
ered the Ontario plan with a pro-
posal to remain full members of
RIMS. Canadian risk managers
would then meet with the organi-
zation to work out expanded Ca-
nadian educational and legislative
— FfFfacort= _ ==

There is some concern in west-
ern Canada that the large Ontario
chapter might dominate any Ca-
nadian organization, said Ross
Collet, risk manager at Home Oil
Co. Ltd. in Calgary and president
of that province's RIMS chapter.

The Calgary chapter has ap-
proved the Ontario proposal in
principle, but has some reserva-
tions and is awaiting a second
proposal.

Mr. Wilkinson said the Cana-
dian organization would have an
executive board composed of two
members from each provincial or-
ganization. This would dilute the
impact of the large Ontario and
Quebec chapters and make cer-
tain that the West was repre-
sented.

The next step, Mr. Wilkinson
said, is foF representatives of the
provincial chapters to meet with'
officials of the New York head-
quarters to explore what sort of
new affiliation could be worked

out.

"One of the major points is
that, after all, we're a big coun-
try. We have some of the largest
chapters in RIMS,"” summed up

John Ledsham. "l guess this is a
reflection of a bit of nationalistic
Ffecslimag -7 —



To fwd out how good our
statistical reports are ...

fla

ask the people they're good for.

We've been told the reports we give
our self insured clients are the best and
most comprehensive in rhe business.

In fact, that praise has come from our
clients themselves.

Our loss level and loss experience re-

ports, for instance, are used not only for
the allocation of cos--s but the identifi-

cation of risks.

Our loss analysis reports
have helped division heads

and department managers
take remedial action to

reduce accidents and sub-

sequently reduce costs.

Uum"=

an INA CORPORATION company
4050 Wilshire Blvd., Los Angeles, CA gooto and small. Ask anyone.

F.. mrn.O 1.8__Ir.1

We prepare over 170,000 pages of
reports, monthly or quarterly, in hard
copy, magnetic tape, microfilm and
microfiche, all to fit our clients' needs.

But you don't have to take our word
for all this. You're welcome to ask our

clients. You're even invited to ask our

competitors.

ESIS. We're the leading administrator
of self insurance programs
in the United States and
for 20 years we've been
reporting some very good
news to companies large

ro. v .—-rA
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VWomen risk managers travel different roads

Women risk managers have
worked their way to their present
positions from different rungs on
the corporate ladder. They credit
their success to supervisors who
were willing to give them a
chance, to being in the right place
at the right time-either by de-
sign or happenstance-and to
hard work.

The following profiles of the
women interviewed by Business
INnsurance are an attempt to por-
tray the upward movement of
women in management and their

current status.

Barbara Y. Akk, risk manager
for the County of San Diego since
January, carved her career out of
a varied background and a dis-
criminatory experience. A B.S. in
education, office experience and
three years as junior scientist in

Edith F. Lichota

a sugar experiment station got her
the job as customer service tech-
nical sales representative in a
pharmaceutical firm in suburban
Chicago. But when she requested
a transfer out of the office into
the field she was told that was

impossible for a woman. Deter-

Betty W. Zeni

mined to get a sales job, she end-
ed up in an insurance and finan-
cial agency where she was trained
as an agent, selling mutual funds
and group benefits. She moved to
The Marmon Group, also in Chi-
cago, as a switchboard reeptionist
and quickly requested an insur-

GENERAL REINSURANCE

Vera M. Graham

Susan L. Money

ance-related position. She was as-
sistant risk manager there when
she left for San Diego, drawn by
the climate and a chance to work
in government. She is responsible
for the entire risk management
program for the county and all its
operations including airports, hos-

General Reinsurance Corporation

HOME OFFICE: 600 STEAMBOAT ROAD, GREENWICH, CONN. 06830

Offices in Atlanta, Chicago, Columbus, Dallas, Hartford, Houston, Los Angeles, New York, San Francisco, Montreal,
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Consolidated Financial Statementr'Statutory Basis/December 31, 1976

ASSETS

Marketable securities:

Bonds

Preferred stocks

Common stocks

Investments-unconsolidated overseas subsidiaries

Real estate

Cash in banks and office

Premiums and accounts receivable

Accrued interest and dividends

Other admitted assets

Total

LIABILITIES, CAPITAL AND SURPLUS

Claims and benefits reserves

Life and unearned premium reserves
Reserve for commissions, taxes and other liabilities

Funds held under reinsurance treaties

Mortgage payable

Total Liabilities

Capital (shares authorized and outstanding
5,445,000; par value $2.00 each)

Paid-in capital

Unassigned surplus

Policyholders' Surplus.

Total

$ 1.064,971,128
39,050,011
233,078,069
15,470,684
23,069,452
5,705,889
115,655,395
20,317,721
44,508,852

$ 1,561,827,201

$ 808,906,886
355,281,245
72,947,769
25,067,674
20,000,000

1,282,203,574

10,890,000
5,179,304
263,554,323
279,623,627

$ 1,561,827,201

Bonds are stated at amortized value in accordance with the requirements, of regulatory autho-
rities and would be approximately $1,075,00),524 at December 31, 1976 if valued at market.
Stocks are stated at market value except stocks in unconsolidated overseas subsidiaries which

are carried at estimated net worth.

The above financial statement is fully conso.idated with respect to the parent company and

domestic subsidiaries.

General Reinsurance Corporation Subsidiary Companies

Domestic:

General Reassurance Corporation, Greenwich, Conn.; General Reinsurance Life Corporation, New York, N.Y.; North Star Reinsurance
Corporation, New York, N.Y.; Herbert Clough- Inc., Greenwich. Conn.; and GRC Realty Corporation, Greenwich, Conn.

C)verseas:

General Reinsurance Corporation (Europe), Zurich; Reinsurance Company of Australasia Ltd., Sydney.

pitals and a volunteer fire depart-
ment. She reports to the county
auditor and comptroller. Ms. Akk
is pursuing the lIA risk manage-
ment diploma.

Dorothy M. Astarita, corporate
insurance manager at AMF Inc.
in White Plains, N.Y_, is a pio-
Nneer. VWhen she started at AMF
20 years ago, the insurance port-
folio was handled by her boss,
the assistant comptroller. Risk
risk

management and

women

were unknown. She

managers
learned corporate insurance man-
agement on the job and in the
classroom at the College of Insur-
ance. With experience, Mrs. As-
tarita moved up and now admin-
isters the company's domestic and
international insurance, reporting
to the director of insurance. She
was a high school English teacher
before entering business and holds
a B.A., MA., and a law degree.
She has served on the board of
directors of the Westchester chap-
ter of RIMS.

Kathryn H. Carroll, corporate
insurance manager for Varian As-
sociates in Palo Alto, Calif., was
a broker's girl, a once-complimen-
tary title which has fallen into
disfavor. Whatever the merits of
the title, Ms. Carroll learned the
business and in 1973 moved to
Varian Associates as insurance
administrator. A year later she
was promoted to her present posi-
tion in which she manages the
firm's property and casualty risks
and reports to the assistant treas-
urer. Currently president of the
Northern California chapter of
RIMS, Ms. Carroll is also studying
for the CPCU designation.

Carol Caswell, risk manager of
Maple Leaf Mills Ltd. in Toronto,
sold insurance before she switched
careers. She worked in a small
town real estate and insurance
agency for six years and then in a
Detroit brokerage firm for another
five. In 1969 she moved to Toronto
and accepted a position in the in-
surance department at Maple Leaf
Mills while she continued to look
for an agent/broker spot. But
when the risk manager left she
was offered the job. Now she is
responsible for the company's
property and casualty risks and
reports to the senior vp of finance.
She holds the IIA risk manage-
ment diploma.

Rita Garcia, risk manager of
Castle & Cooke Inc. in San Fran-

Continued'on page 28

The people who know
how to handle it in

VICTORIA

HARBORD INSURANCE LTD.
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Victoria, B.C., Canada
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Fire prorection art: Number 3

The fine art of fire protection

was nothing more than helpless people watching San Francisco
burn in 1851.

Today, there's a berter reaction to disaster. Should fire strike
your company, the fine art of fire protection as practiced by
Protection Mutual can keep the scene from becoming senseless,
unchecked destruction.

Our people will train your people to protect... rather than
be helpiess... when an emergency occurs. (Just as we first train
your people how to prevent costly fires before they happen!)

That's Protection Mutual: Where the fine art of fire

protection is a science.
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Continued from page 26

cisco, held a variety of secretarial
and administrative positions-in-
cluding a five-year stint with the
U.S. State Department working in
Cambodia, Salzburg and Washing-
ton D.C.-before joining Castle &
Cooke in 1970 as a secretary. Even
without the background for it, she
was offered the spot of senior in-
surance clerk in 1973. She worked
"very hard," learning 90% of the
skills on the job and supplement-
ing them with courses and sem-
inars. In 1976 she was chosen to
succeed the refiring risk manager
and elected president of the com-
pany's Bermuda-based captive.
Her nine-person department hand-
les all corporate insurance exclud-
ing employe benefits. She reports
to the treasurer.

Vera M. Graham was named
risk manager at Insilco Corp. in
Meridan, Conn., two years ago.
She had been a secretary in the
company for four years when the
risk manager retired. Because she
knew the company and its 16 sub-
sidiaries, Mrs. Graham was of-
fered the job. To learn the risk
management angle she toured all
the company's facilities with risk
management consultant Delbert
A. Betterley and took insurance
courses. She manages the com-
pany's property and casualty risks
and reports to the assistant secre-
tary. She holds a B.A. in business
administration and has nearly 20
years of experience as a secretary.

Helen J. Johnson. insurance ad-
ministrator at Ampex Corp. in
Redwood City, Calif., began there
in 1956 as a clerk-typist. After 9
years she left the firm but agreed
to go back temporarily to fill in
for the person who handled in-
surance. She found it "the most

challenging job | ever had,"” and
accepted the position when it was
offered to her. She negotiates the
company's property, casualty and
marine insurance and reports to
the director of risk management
and employe benefits. She hopes
to begin the IIA courses in risk
management next fall.

Edith F. Lichota, assistant treas-
urer of The Carborundum Co. in
Niagara Falls, N.Y ., obtained a
law degree with the intention of
applying it in business-but not
risk management. She was assist-
ant secretary of a company 12
years ago when it lost its product
liability insurance. The insurance
was placed with Lloyd's with a
large deductible, and as a result,
claims work was added to her fi-
nancial duties. As assistant secre-
tary at another corporation her
duties included the insurance and
employe benefits programs. In
1973 she joined Carborundum. Her
10-person department handles all
corporate risk management, in-
cluding employe benefits, and she
reports to the treasurer.

Judith M. Lindenmayer, risk
manager at Sealy Inc. in Chicago,
was personnel manager of the
company seven years ago when it
reorganized. She was offered the
iob of insurance and administra-
tive manager and this year was
named risk manager, a new posi-
tion covering risk management,
employe benefits and pensions.
She holds the IIA risk manage-
ment diploma and is now work-
ing for the CPCU designation.
Ms. Lindenmayer was recently
elected a director of the Chicago
chapter of RIMS.

Gloria T. Moody, corporate in-
surance administrator of Bigelow-
Sanford Inc. in Greenville, S.C.,
started with the company 10 years
ago handling employe benefits.

Now she handles all the compa-
ny's insurance. The company is a
subsidiary of Sperry & Hutchin-
son and Ms. Moody handles the
self-insured workers' compensa-
tion program for several S&H
subsidiaries. She reports to the
corporate insurance manager of
S&H. Ms. Moody is president of
the Carolinas chapter of RIMS.

Susan L. Morley, insurance ad-
ministrator at Baxter Travenol
Laboratories in suburban Chicago,
is the only woman of those inter-
viewed who majored in risk man-
agement in college. After gradua-
tion in 1972 from the University
of Georgia she was hired by Aetna
Casualty & Surety in Atlanta as

its first woman field representa-
tive. She was an administrative

assistant in self-insurance at Ar-
thur J. Gallagher & Co. in Chicago
when she was offered the job at

Baxter. She reports to the risk
manager and her duties include
negotiating and marketing insur-
ance, reviewing contracts and han-
dling self-insurance in the prop-
erty/casualty area.

Nancy Mowlds, insurance man-
ager at Tektronix Inc. in Beaver-
ton, Ore., moved into risk man-
agement with a business back-
ground. She was a high school
business teacher before leaving
the work-a-day world for 10

years. When she re-entered the
job market in 1964 she was hired
as a secretary by Tektronix. She
was credit manager before taking
the insurance manager spot in
1972. Mrs. Mowlds handles the
company's domestic property and
casualty risks and coordinates its
overseas insurance. She reports to
the assistant treasurer. She is now
serving as the first woman presi-
dent of the Oregon chapter of
RIMS and holds the IIA diploma
in risk management.

n - Port of Oak



Pamela J. Rainey, insurance
manager at California Liquid Gas
Corp. in Sacramento, entered risk
management from selling insur-
ance. She started as an assistant
account clerk in one brokerage
firm and moved around working
her way up to account executive.
Ms. Rainey made the career
change in 1976 because "l saw
risk management as a challenge
and a good place for women." She
manages all the company's insur-
ance programs, including employe

=0

benefits, and reports to the vp of
finance. Ms. Rainey is pursuing
the CPCU designation.

Doris J. Ramsey, director of
risk and benefits at Rohr Indus-
tries Inc. in Chula Vista, Calif.,
started with the company 32 years
ago as a shipping clerk. She
learned insurance as a secretary
assisting the general counsel of
the company. After eight years,
insurance was turned over to her

with the title of insurance coor-

cooo

dinator. Four years ago she was
named insurance manager and a
year ago she assumed her present
title which more accurately re-
flects the job. Her 12-person de-
partment manages all the compa-
ny's risks and employe benefits
and she reports to the vp treas-
urer. Ms. Ramsey holds the IIA
risk management diploma and has
assisted the business school at San
Diego State University in estab-
lishing courses for continuing ed-
ucation in risk management.

Emily M. Schmitz, risk man-
ager at Koracorp Industries Inc.
in San Francisco, decided she'd
rather buy insurance than sell it.
She started as a file clerk in an
insurance company, later handled
insurance on the accounts of a fi-
nance company and moved be-
tween risk management and bro-
kerage positions-including a job
with a Lloyd's broker. She settled
into risk management at the Sal-
vation Army and six years ago
moved to Koracorp. There she

manages the company's insurance
program, including employe bene-
fits, and reports to the vp of fi-
nancial services. Mrs. Schmitz is
a CPCU and holds the IIA risk
management diploma. In 1969 she
was elected the first woman pres-

ident of the Northern California

chapter of RIMS.

Alice M. Smiley, insurance
manager at Boothe Computer
Corp. in San Francisco, has been
in the insurance industry for
nearly 20 years. She started as a
typist in an insurance company,
went into rating and then under-
writing. For five years she was
secretary to an account executive
in a brokerage firm. She went to
work at Boothe in 1969 as an as-
sistant insurance rnanager and in
1972 she was was named insur-
ance manager. She handles all the
company's insurance, including
employe benefits, and reports to
the vl) treasurer. She holds a B.A.
in psychology and is currently
studying for the CPCU designa-

tion.

risk manager of Seattle First Na-
tional Bank, went into risk man-
agement after a successful career

she started as a secretary at Uni-
gard Insurance Co. and worked

Then for 20 years she had her
own agency in Tacoma, Wash. Af-
ter moving to Seattle in 1970 she
opted for an accounting job at

another agent. When she learned
there was an opening in insurance

was made insurance officer. This

year she was promoted to vp and
risk manager. Mrs. Weiss handles

insurance and reports to the
comptroller. She is a CPCU and
holds the IIA risk management
diploma. She was the first woman
member of the Washington chap-

president during the 1974-75 term.

Betty W. Zeni. insurance man-
ager for Marshall Field & Co. in
Chicago, joined the company in
1950 working in the fashion office.
She moved through the treasurer's
office into the real estate division
where she worked on the suburban
expansion program of the depart-
ment store. When the insurance
manager retired in 1972 she was
offered the job because she knew
the company's property. Handling
the property and casualty insur-
ance for the company as well as
the property taxes and some bank-
ing, Mrs. Zeni reports to the fi-
nancial vp. She has a B.A. in po-
L en o |

litical scienmnce .

Utility files suit
against crane firm

CARLSBAD, CALIF.-San Di-
ego Gas & Electric Co. has filed
suit against Liebherr Crane Corp.,
the West German manufacturer
of a hugh tower crane that col-
lapsed last October at the power
company's Encina power plant,
Killing six workmen.

The lawsuit, which is the sec-
ond to be filed against Liebherr
since the accident on Oct. 2, 1976,
charges the West German com-
pany with negligence and care-
lessness in the design, construe-
tion, manufacturer and assembly
of the crane.

The wife of one of the work-
men killed in the accident has
also filed a wrongful death suit
against Liebherr Crane Corp.

The SDGE suit, which states
no total dollar figure, asks general,
special and punitive damages, in-
cluding payments made as work-

ers' compensation to the families
of the six<x dead men. -
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Women risk managers...

Continued from page 11

man’s is assumed, women risk
managers say. Betty W. Zeni
moved into the insurance man-
ager's position at Chicago's Mar-
shall Field & Co. after 25 years in
the real estate division. She’s
found “there’s the inherent ques-
tioning—does the woman under-
stand the financial and engineer-
ing aspects of the field?”

Judith M. Lindenmayer, risk
manager at Sealy Inc. in Chicago,
finds doubting-Thomases among
her male colleagues. “In my peer
. groups there is a tendency for peo-

ple to search to see how much I
know. But that’s brief.”

All of the women interviewed
agreed that women are now more
readily accepted in the business
world than they've previously
been. More than one woman re-
called the times when women
were told to sign letters with their
initials to conceal their sex.

Men weren't the only skeptics
about women in business.
M. Smiley, insurance manager at
Boothe Computer Corp. in San
Francisco, confessed, “I myself
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N7 yeara of} propertys ‘Casualtysinsur:
ance NGrain! DealersiMutuallInsurance
GompanyThas proven
commoditysgWeiveRenduredfand| suc=
GeededSiThelreasontistisimples Grain
Dealerstis; founded onithel bedrock; of
;;,_eiecu_y_;‘ry, We arelselectivelinithe risksiwe
insures Selective ini thefindependent
¢ragentsithroughiwhichiwe work: This .con-
“servative,, prudent. philosophy! has, not
" been affected byjtheishiftingjsands ofitime
orithei( apnc iofic
beenjconsistentiWelhavelgrown' Ourm
dependentiagentsiihave prospered

'msur,ed.hayg. benefited/fromicompetitive
‘policiesyandfiratessiWelwill continuegto

growsand|prosperibecauseiwelare; thelbest;
atiwhatiweldoSWhentyouithink{of{prop:
lertys
Dealers Mutual®The Iastlng ‘one:

GRRIﬂ DERLEQI mUTUﬂL

Indlanapoiis 46202
SanjiFrancisco 54!(}4 ‘{MMemb
Food Indumnas Federahon ‘of IMuluallinsurance Compameu g

Dmaha 68102 0 Greenﬂbom INC 2?4{15
ver

RiskEMutuals

o begamlasting)

circumstanceii\VWe. have

-asua!ty insurance’ think¥of Gram

M!IW!IIII?

found it difficult to work with a
woman, If I talked to a woman at
a company, I thought I was being
shunted off. It took me awhile
fo get used to thinking a wo-nan
knew what she was talking about
even though I was in that position
myself.”

But low expectations of her
ability can be turned to a woman’s
advantage. Pamela J. Rainey, in-
surance manager at California
Liquid Gas Corp. in Sacramento,
chuckled, “I'm not afraid to ask
questions. Men don’t expect me to
know anything anyway.”

When it’s obvious the woman
knows her stuff, can she proceed
to get the job done as a man
would? Not necessarily, said one

woman, “I find as a human being
I am not aggressive. But when I'm
gung-ho on a problem, instead of
management understanding my
concern, they think I'm being too
aggressive.”

Although wemen are popping up
all over in risk management po-
sitions, men still suffer an initial
shock when they first work with
a woman, Said Ms. Akk of the
County of San Diego, “Some of the
technical people are sometimes
surprised to have a woman to
work with. And some of them are
uncomfortable. They don't know
how to interact with a woman on
a professional basis. They watch
their language.”

Ms. Rainey has encountered the
same reaction. She said, “When I
first came here a lot of the men
weren't as relaxed with me as they
would be with other men in man-
agement. They were more careful,
like watching their language. But
that’s changing.”

Either men have mastered their
tongues, or the problem isn't what
it's made out to be, because none
of the women interviewed com-
plained about foul language. In
both the professional office setting
and in a social setting such as a
RIMS meeting, women say men
have always made them feel com-
fortable and welcome. Edith F.
Lichota, assistant treasurer at The
Carborundum Co. in Niagara Falls,
said during her 12 years in the
business “men in the field have
always treated me courteously
and professionally.”

Men’s concern for chivalry can

‘pay off for a woman risk manager.

Mrs, Astarita at AMF observed,
“Qccasionally I find a man will
very courteously listen when he
might be curt with a man. By
long association he is gallant.”

Women risk managers have,
however, run into men who would
rather women weren’t succeeding
in the field. Said one woman,
“Men sometimes think of women
as threatening. When a woman is
in a risk management position it
means there is one less opportu-
nity for the man.”

It's difficult to pin down wheth-
er or not women are paid equally
with men for equal work. Most of
the women interviewed said they
didn't know enough about other
risk managers’ salaries to know if
they were equally paid.

Twice as many women thought
they were underpaid than those
who thought their salaries were
on par with men's salaries. Said
one, “I know women don't get the
same pay, Women have made no
progress in that area. Maybe it's
our own fault. Maybe we are will-
ing to work for less.”

Women's presence in risk man-
agement is on a continuing up-
swing, those interviewed said. In-
surance companies and brokerage
firms are promoting women to ex-
ecutive positions now, long the
training ground for men entering
risk management.

And although increased numbers
of women in risk management will
ease the negative pressures of be-
ing the odd-ball out for women,
they predicted it will also remove
one of the advantages: Good wom-
en risk managers stick in people’s
minds and when a job opening oc-
curs they are often thought of
first.

The people who know
how to handle it in
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RRE UOUR FOREIGN EmININGS
MOUR ROHIbIES HEEK?

The multinational company operations, are not always or throughout the world.With
today may be on sounder covered. more branches abroad than
footing than Achilles but when AFIA Worldwide Insurance any other U.S. foreign under-
it fails to protect its foreign can help you deal with these writer, we can be on the spot
earnings, it exposes its vul- problems in one country... quickly to help get you into
nerability. operation faster. And we can

A recent study by a leading provide the protection you

investment company docu- need all the time. That's

mented the degree of impor- one reason why 90 of the top
tance of foreign earnings to 100 U.S. companies operating
per share earnings among abroad insure with AFIA.
major companies and con-
cluded that a sharp downturn
abroad would have serious
effects at home. Dips in per
share earnings, stockholder
disenchantment, and loss of

confidence could easily result.

While companies are dili-
gent in protecting themselves
against material damage from
earthquakes, fires and wind-
storms, the loss of earnings on
operations abroad is one arrow
often neglected. And that

leaves even strong corpora-
lions vulnerable. Just like

Achilles' heel.

A sound insurance program
for protection of foreign earn-

ings should be tailor made to
fit the individual ' needs

of a corporation

allowing for direct and
contingent business interrup-
tion, extra expense and loss
of royalties.

The cost of downtime is

well recognized but erosion of
market share, expenses
involved in restoration of dis-

tribution and sales channels,
and losses that may result in
other parts of a company's

AFIA
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editorial opinions

Pain and suffering
LORIPASINRYRANGE commigsiongr belleves thatfort

and suffering are contributing to "jackpots'-' for some people
and are motivating people to abuse the legal system.

Commissioner Bill Gunter sees the problems in connection
with personal injury auto liability insurance. He is propos-
ing to do away with "jackpot coverage which can result in
million-dollar settlements for accidents and injuries which
cause relatively minor financial loss."

We compliment Mr. Gunter for wanting to ban legal ac-
tions (regretably, only in the auto accident field) seeking
pain and suffering payments. He thinks only the direct costs
of an auto accident should be compensated.

Suits seeking pain and suffering damages eat up 60% of
all insurance dollars paid out in auto accident cases, said Mr.
Gunter. What's worse, much of that goes into legal fees, he
realized.

We're glad to see someone recognizing that pain and suf-
fering awards can grossly inflate liability damage awards.
We've taken the position several times that these damages
often have little or no relation to the seriousness of an in-
jury, or to real economic loss suffered, and should be
severely curtailed.

We support Commissioner Gunter's proposal in the auto
field. And we'd like to see other commissioners-as well as
legislators and other national policymakers-adopt this view.
That would be the first step in recognizing that we have a
growing liability problem in this country which must be cor-
rected by restricting plaintiffs' and lawyers' ability to profit
from lawsuits asking outrageous sums of money.

Let's recognize, too, that this isn't just a problem in the
auto liability field. It's as bad a problem, if not a worse one,
in medical malpractice, product liability, and several other
liability fields.

Praise for the IRS

T HE INTERNAL Revenue Service can be a "good guy"

1 sometimes. In fact, the IRS just might be learning to
recognize the economic impact on businesses of some of its
actions.

A recent case in point: Although the IRS doesn't often
reverse itself without being taken to court after it has al-
ready passed a rule, the agency on March 21 did just that,
and on a proposed rule that would have hit businesses pretty
hard.

The proposed rule would have been a blow to employe
benefits generally, in the same way the pension reform law's
ill-considered scope was a blow to benefits for workers in
this country.

Apparently because of overwhelming objections from in-
dustry and recognizing the need to provide incentives for
employer-provided benefits rather than restrict such bene-
fits, the IRS withdrew its proposal to impose much heavier
taxes on group life insurance over $50,000. The IRS had
wanted to tax employes anywhere from 24% to 130% more
per $1,000 of employer-provided group life coverage over an

business insurance

the national newsmagazine for buyers of emplove, property and

liability protection and financial services

G. D. CRAIN JR.
founder (1885-1973)
MRS. G. D. CRAIN JR.
chairman of the board
RANCE CRAIN
president and editorial director
ALFRED MALECKI, publisher (New York)

SUSAN ALT, Edito, (Chicago).

Eastern editor (New York)-MARIE KRAKOWIECKI. Associates: New York-DAVID KONIGS-
BERG, Washington-JERRY GEISEL, Los Angeles-JOANNE GAMLIN, Chicago-BARBARA

S. R. BERNSTEIN
chairman, executive committee
KEITH E. CRAIN

group publisheT

GREG DAVID, Managing editor (Chicago)

initial tax4ree $50,000.

At the same time, the IRS was about to do away with the
combination group term insurance-whole life insurance pro-
grams which have become increasingly common as benefits
for executives. They were attractive because companies
could provide big-dollar life coverage tax-deductible for
the employer and tax-free to executives, while providing the
executive with cash-value policies that in some cases were
used to pay the premiums on these programs, in others used
by the executives for their loan value.

Right when everyone thought the IRS was about to make
this proposal a rule, the agency quite unexpectedly turned
around and withdrew the proposal.

Score one for the freedom to provide the most economical
and best benefit package at the lowest dollar cost.

State offers a warning

A N INDICATION OF what would happen under national
13. health insurance-even if it was only supplemental to
private coverage already in force for the vast majority of the
population-is available in the statistics of the Rhode Island
Catastrophic Health Insurance Plan (CHIP) begun in 1975.

The program is intended to pay medical bills after a
claimant exhausted his private health coverage. The cost of
averting such financial disaster for ill residents of Rhode
Island was $858,565 in payments to 150 families in 1976, up
a whopping 69% from 1975.

A total of 189 persons in the 150 families received benefits
during 1976, up 66% from the year before.

Worthy of a compliment to the state was the fact that ad-
ministrative costs were held down last year, though. Average
expenditure per claimant rose only 2% to $4,544 from the
year earlier.

Emotional disorders were the leading cause of disabilities
for which benefits were claimed, affording a hint about
where the cost controls, coinsurance and, yes, benefits are

most needed.

"Wow, you're harder to locate than an owner of a Liber-

ian oil tanker.”

letters

Business Insurance welcomes
letters from its readers. Please
keep your comments as brief as
possible and we reserve the right
to edit or shorten letten for clar-
ity or space. Please send your
comments to Letters to the Ed-
itor, Business Insurance Maga-
zine, 740 N. Rush St., Chicago,
1Z1. 60611.

A correction

To the Editor: Allow me to cor-
rect an obvious misprint in the
Johnson & Higgins listing in the
international directory.

In addition to the many J&H
employes stationed in the 34 of-
fices outside of the U.S. and Can-
ada, we have established exclu-
sive correspondent relationships
with firms having 71 offices in 23
countries (not in 3 countries as
reported in your March 7 issue).

We believe that the most sig-
nificant factor regarding Johnson
& Higgins International is the
quality of J&H subsidiary opera-
tions abroad-the large number of
salaried J&H employes employed
overseas and the many years of
their local experience.

Seth S. Faison

Vice President, Johnson & Hig-

gins, New York, N.Y.

ERISA trusts

To the Editor: | read in the
March 7 issue of Business Ins,ur-
ance that the Labor Department
is presently reviewing the emerg-
ing crisis in regard to multiple
employer trusts.

Ouwur firm specializes in asso-
ciation programs, representing
various large ernployer associa-
tions in the Northeast. These as-
sociations are 501(c) (6) organi-
zations formed for purposes other
than merely providing group in-
surance to its members. Their
membership, however, is ex-
tremely interested in the attri-
butes that can be enjoyed from
large, association group contracts.
These attributes normally include
lower premiums, special benefit
provisions, and better service. The
smaller employer member can-
not secure these items as readily
on its own. The associations,
therefore, have become very ac-
tive in the insurance area on be-
half of their members.

I am concerned that the De-
partment of Labor may not clear-
ly differentiate this type of ar-
rangement fronn the typical
multiple employer trust formed
solely to secure insurance. This
distinction is essential in issuing
any regulations geared toward
establishing strict controls.

Our clients have formed both
fully insured and self-insured
programs. They truly provide the
assurances that the programs are
properly funded, with elected ex-
ecutive heads of association mem-
bers acting as trustees.

Continued on page 34
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protection for petroleum com-
penies for almost 50 years.
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letters

Continued from page 32

We certainly do not want the
honest and sincere efforts of our
association clients being swept
into the adverse publicity of al-
leged frauds. Multiple employer
trusts whose sole purpose is to
band together nonaligned em-
ployers for insurance purposes

appear to be your primary area
of concern.

Michael E. Coslit
Vice President, Donald F. Smith
& Associates, Washington, D.C.

Insurers and brokers

To the Editor: Your generalized
statement in "Insurers & Brokers"
editorial, March 21, took me by
surprise.

It appears you've taken a cas-
ual comment from the broker as

a factual statement, as well as an
overall situation on the ethics of
brokers.

Our biggest job as brokers, and
therefore frontline informants to
the public, in this industry is to
educate the public to the true
problems of the industry. We have
to get them off of the idea that
insurance is j ust a big "rip-off."

Today's tight markets, soaring
premiums and general unrest have
a good deal to do with the horren-
dous investment losses the carriers
took during our economic crunch.

For too long the companies were
willing to forego profitable insur-
ance writing with the idea in mind
that it would all be made up on
investments. That proved to be a
fallible theory and with all the
subsequent educating done on this
particular subject, it's disappoint-
ing to hear there are still those
willing to latch onto and publish
the unworkable theories. In addi-
tion, a comment from your fine
publication on the general ethics

N risk mana

tie course isn'

These days, the course of business is lined with
financial traps. Staying out of them consistently is
the only way for a company to break par and stay
ahead of today's tough competitive field. That's
where Ebasco comes in. Strong.

Ebasco maintains the world's largest staff of top-
qualified risk management specialists engaged
solely in consulting and advisory services for busi-
ness. They will give you an objective analysis of
every shot in your company's bag-and provide
professional independent guidance on how to keep
those shots on the fairway.

Ebasco Risk Management Consultants, Inc., iden-
tifies your objectives...designs and implements
your employee benefits program... investigates
total insurance programs for large corporations and
works on programs of outside carriers, as well as
those of inside corporation funding. . .gives long-

For more facts circle 5 on reply card

of brokers because of one man's
comment is a bit more narrow-
minded then your position grants
you a right to be.
Cindy Flaherty
Vice president, Diversified Risk
Insurance Brokers, Emeryyville,
Calif.

Defensive weapons

To the Editor: In defense of Dr.
Lenz, although I'm sure he needs
no help, | would like to point
out to Dr. Snider ( whose rebuttal
to Dr. Lenz s letter to the editor
appeared in March 21 "Letters")
that the best offense is a good de-
fense. Strategically, if your rear
line defense breaks down, you
will certainly lose your ground.
For this reason, the most power-
ful and best trained are utilized as
defensive weapons.

This theory, therefore, can be
applied to risk management think-
ing in that loss prevention and re-
tention are cffensive weapons and

the insurance buying weapon

purely the last line defense, but:

the greatest force in the arsenal.
F. X. Meeahill 111

Manager, Insurance and Safety,

Norton Simon Inc., New York,
NY.

A real possibility

To the Editor: | think that both
Bl and the broker who was in-
directly quoted in your editorial
"Insurers and Brokers" of March
21st need to check some current
accounting practiees.

The Minnesota workers' com-
pensation law is horrendous and
the aggregate of benefits poten-
tially payable to a widow with a
39 year life expectancy could be
reasonably estimated at $1.8 mil-
lion. There are a lot of ifs to that
but it is a realistic possibility.

However, under current ac-
counting practices either a self-
insured or an insurance carrier

would reserve this claim on a dis-
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term program guidance in loss prevention, funding,
and administration...and assists in many other
areas of asset protection for your company.

Ebasco is prepared to perform a comprehensive
Insurance Audit to give you an objective view
(we do not sell insurance) of your present risk
management program. Then, we'll show you how
to shave a lot of strokes (and dollars) from your
company's financial scorecard. To win in the market-
place today, you can't afford to settle for just par.

—alikKIN
Risk Management Consultants, Inc.

A Subsidiary of Ebosco Services Incorporated
100 Ch rch Street, New York, N.Y. 10007, (212) 785-8712

100 S. \Vacker Drive, Chicago, 111. 60606, (312) 346-3438
Airlie House, PO. Box 1617, Hamilton, Bermuda, Tel. 1-3973

counted present value of money
basis. Since the $1.8 million as-
stimes an inflationary rate of 6.5%
an assumed interest earnings rate
of 6.5% would also be appropriate.
This would result in a present re-.
serve of about $650,000 being ade-
quate to pay the full $1.8 million
in estimated future benefits.

The insurance carrier will, there-
fore, receive no future income
benefit from these reserve funds
since the assumed interest income
has already been credited in de-
termining the required amount of
reserve.

The accounting practice of us-
ing the discounted present value
basis for determining reserves for
claims with long payouts is not
only well established, it is, in fact,
required by law under the insur-
ance reserving practices in most
states.

Howard T. Weber

Director-lnsurance, 3M Co., St.

Paul, Minn.

Air bags or seat belts?

To the Editor: In response to
your editorial, "Ahead on Air
Bags" (Feb. 21) | would like to
make a few comments. | am
aware of the tests that have been
made by various concerns and
agencies, and the studies made by
Allstate, Nationwide, and Volks-
wagen Insurance Co. But | feel
that too little input has been given
to the mass media to give the
average motorist and automobile
buyer definitive facts and test
results regarding the safety, de-
pendability, lack of erroneous de-
ployment.

We are all only too well aware
of the general failure to get the
motoring public to use their seat
belts, which are required by law
in all cars.

Now we see that there is a pos-
sibility that the use of air bags
will be made compulsory by fed-
eral action, and subsequently in-
creasing the cost of a new car by
several hundred dollars. It is
strange that we will mandate
something like this. Public and
other pressure brought to bear re-
quired the rescinding of the re-
quirement that seat belts must be
interlocked with the ignition key
and a buzzer.

This letter is not to imply that
the writer is either pro or con on
air bags, but yet remains to be
convinced of their value over that
of the simple shoulder-lap belt
combination, if used. Again, it
gets back to a matter of public
education.

Because of the cost of these
belts, and the steadily rising costs
of everything that the consumer
and business person must use, it
seems that this should be care-
fully researched and tested before
it becomes mandated, and only
after informartion is given to the
publk on an objective basis.

As to the funding of the tests,
it appears to me that those most
interested in it could certainly
bear the cost, i.e., the Department
of Transportation, the insurance
carriers writing automobile and
motor vehicle insurance, and the
motor companies themselves.

Among the items of the testing
should be problems in regard to
minor accidents and accidental de-
ployment. But also the problem
should be researched as regards
rear-end collisions involving whip-
lash, for which the air bags will
give absolutely no protection, and
the side accidents or ejection of
persons from doors where seat
belts are not being used. Again,
the seat belt comes into view here
as a most important safety device,
along with the properly adjusted
headrest for the front seat pas-
sengers and for the driver.

Gordon L. Bowen

President, Associated Safety &

Claims Services, Inc.






Billions of dollars are lost

by American business each

year through employee dis-
honesty, but only asmallfrac-
tion of these losses are cov-
ered by insurance. Yet expo-
sures to big, potentially cata-

strophiclossesareincreasing.
A brief review by INA of

aninsurancetopicofinterest
to business executives.

A bookkeeper falsifies the deposit records of a
credit association and embezzles $787. The manager
of a company cafeteria misappropriates $8,900 of
company funds through collusion with suppliers. An
accountant makes use of a computer to generate
$417,000 worth of payments to himself through.
dummy vendors.

These examples of employee dishonesty have
three things in common. First, the losses eventually
were revealed. Second, the guilt of the employees was
established. Third, the losses were fully covered by
employee honesty insurance, otherwise known as
fidelity bonding.

Unfortunately these factors are more often the
exception than the rule. Even when losses are re-
vealed and guilt established, insurance coverage is
likely to be inadequate or non-existent, except for
mandatory coverage of financial institutions. Only
about 15%o0f small business firms bond their employ-
ees, often in amounts which fall short- of potential

losses.

Meanwhilethe exposures of business, particularly
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to big, potentially catastr.ophic losses, have increased
with the advent of.sophisticated embezzlement tech-
niques such ascomputer-aided fraud.

Negligence isn't dishonesty

What is honesty insurance? A fidelity bond is
simply-a guarantee that the insured firm will be com-
pensated, up to an agreed-upon amount and subject
to. agreed-upon terms and conditions, for the loss of
money or other property. resulting from the dishonest
acts of its employees. Such bonds are not intended to
cover -losses- caused by negligence, bad: judgment or
incomfetence.

There are many types of fidelity bonds, but all fall
into two categories- those for financial institutions
and those for. all other kinds of organizations. For-
merly most fidelity bonds were written to, cover spe-
cifi€ employees,, either by name or by pQsition. Most
business firms today prefer. to bond:all employees on
a blanket basis, both because it is usually more effi-



Dishones

&A=--z-F- - li-—-EET

'59

2 1=,zZjr 1
44141

.- Jdiji

cient and because of the broader coverage a blanket
bond affords.

Simply buying insurance doesn't solve the prob-
lem of the dishonest employee, however. A large
number-probably the majority-of dishonest em-
ployee acts remain hidden, ranging from petty pil-
ferage to successful schemes for siphoning off cor-
porate funds. Equally important is an effective
internal loss control program.

Splitting employee responsibilities

Such a program involves setting up control pro
cedures and seeing that they are enforced, after re
viewing exposures to crime both within the company
and outside it. In addition to rigorous outside and in
ternal audits (including frequent "surprise" audits)
the principle of division of responsibilities should b
followed wherever possible, so that no one person has
sole responsibility for vital areas of business

operations.

For example, a person who orders goods and sup-
plies should not receive them and should not issue
checks to pay for them. Collusion between dishonest
purchasers and suppliers is a frequent cause of large
losses. By the same t6ken, all checks should be coun-
tersigned and bank statements reconciled by respon-

checks or deposits.

Again, with respect to electronic data processing,
the programming and input and output functions
should be separated. No one person should ever have
complete control of the recording of a business trans-
action, even in this day of "on line" operations.

Most business employees are trusted-and right-
fully so. But most dishonest employees are trusted,

loss control can protect the interests of the vast
majority against the small minority.
For a fuller discussion of employee dishonesty

booklet entitled, "Honesty Insurance: Some Profes-
sional Considerations:' Copies may be requested by
writing INA Corporation, 1600 Arch Street,
Philadelphia, Pa. 19101.

B

The Insurance Company of North America was
founded in Independence Hall, Philadelphia, in 1792.
Today INA and its affiliated companies operate
around the world with major interests in property
and casualty insurance, marine insurance, life and
group insurance, reinsurance and risk management
services.

INA insurance products and services are made
available through selected independent agents and
brokers-professionals with a comprehensive knowl-
edge of insurance needs and solutions.

INA

Insurance Professionals
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Judging from Bl benefit contest entries

Use of audio-visual materials on rise

By MARGARET LeROUX

NEW YORK-Judging by this
year's entries to Business Insu7-
ance's fifth annual Employe Bene-
fits Communication Awr(is com-
petition, benefits communicators
are using more audio-visual ma-
terials than ever and are using
them more innovatively.

Ronnie Drachman, promotion
manager for Bl and awards co-
ordinator for the competition, said
methods other than slides and 16
millimeter films are now becom-
ing popular.

“"We had more entries in the
audio-visual category this year
than we've ever had before,"” Ms.
Drachman said. "We used to be
inundated with print material;

this year there was a fairly even
mix between print and audio-
visuals.”

With 120 entries submitted by
99 different companies and partic-
ipation by 28 employe benefits
consulting firms, the competition
this year was the largest in the
five-year history of the contest.

There are four categories for
entries: booklets; personalized cor-
respondence which includes com-
puterized benefit statements, com-
puterized benefit booklets and
employe publications; audio-visual
presentations; and total communi-
cations programs including all
print or audio-visual material or
a combination of the two.

Judges for this year's competi-
tion included representatives from

both the employe benefits field
and communication and advertis-

ing. They were:

Nathan Smith, assistant vp and
director of employe benefits for
American Home Products, New
York; Maryanne Sherman, man-
ager of corporate communications,
American International Group,
New York; Herbert Hadley, direc-
tor of pension & group insurance
department, American Standard
Inc., New York; Therese Pick, ad-
ministrator of employe benefits;
AT&T Co., New York.

Also: James Ellers, Ted Barash
& Co. Inc. New York; Walt Klint,
director, employe benefits pro-
gram, Continental Can Co.; Joan

Myers, assistant manager, employe

Introducing the

benefits, Diamond International
Corp., New York; Richard Doyle,
vp of public relations & advertis-
ing, Home Insurance Co., New
York.

Also: John Lamantia, employe
benefits administrator, Lever
Brothers Co., New York; Charles
J. LaPaglia, manager, policy &
planning Mobil Oil Corp. New
York; John Napier, director of
compensation, Otis Elevator Co.,
New York, and Joseph W. Duva,
director, employe benefits & com-
pensation, SCM Corp., New York.

Judging was done in Brs New
York office in mid-March. On
four separate days tearns of two
judges each saw one-fourth of the
entries in all categories. They se-
leeted two finalists in each cate-

simplicity of Human Resource
Management.

We've taken the headache out

of complicated employee benefit
planning. It's an expensive
headache, too. Chances are, 35%
of your company's payroll now
goes toward employee benefits.
And every day brings new
complications.

Oursolution is Human Resource

Management. It's the name of a
new operating group within
Alexander & Alexander, one of the
world's largest.insurance brokers.
The idea is simplicity itself.
Human Resource Management
provides you with something
you've never had before: a
coordinated team of specialists
to administer personnel-related
services. All the specialized talent

you need is available under one
roof. With one central: contact

point.

The HRM Group offers pro-
fessional expertise in employee
benefit planning.

Actuarial consulting. Estate and
financial planning. Life insurance.
Compensation, organization and
personnel consulting. And
employee communication and

information systems. We do it all.
We also provide the guidance
you need to cope with the
legislative changes involved in
ERISA, to say nothing of other

state and federal regulations.
With Human Resource

Management, you can achieve
three goals: (1) Make your
corporation's benefit plan more
cost-effective; (2) Make sure your
program competes effectively in
the labor marketplace; and
(3) Communicate the value of
corporate benefits to the people
who matter most: your employees.
Quite simply, you can make
your employee corporate benefits
an investment ratherthan an
expense. And provide better

protection for your company's
mostvaluable asset: its human

resources.

Human Resource Management:
asimple idea whose timehas come.

For more information, just
contact your nearest A&A office

or: Information Service, Dept. F4,
Alexander & Alexander Inc.

1185 Avenue of the Americas,

New York, N.Y. 10036.

Alexander
SNexander

gory. On the fifth day, a panel of
four different judges saw all eight
finalists in each category and chose
first, second and third place for
each group.

Ms. Drachman pre-screened all
entries "solely to make sure that
the program submitted is an em-
ploye benefit communications pro-
gram, that it's entered in the prop-
er category and that it's relevant
to the competition,” she said.

All entries must pertain to a
specific corporate employe bene-
fits program. No blank, standard
forms prepared by'consultants for
prospective clients are allowed.

"At no time did the judges know
who the consultants were,” Ms.
Drachman said. "They only knew
who the companies were."”

Since several companies entered
all categories, the entries for each
day's judging were divided so that
the judges saw only one entry per
day from each company.

An excerpt from the standards
and suggestions given to each
judge for the competition States:
"It is the s6le purpose of the com-
petition to give recognition to how
well the employe benefits are be-
ing communicated . . ."

"It's the communication of the
benefits, not the benefits them-
selves being judged,” Ms. Drach-
man said.

The judges' handbook also
notes "It is entirely possible that
a company with a less complete
or less costly benefits program does
a better job of communicating its
employe benefits than one with
an elaborate, complete and expen-
sive package of benefits.”

The following elements of em-
ploye benefit communication pro-
grams were considered:

- Is it believable? Or is it too
glib?

= Clarity of language. Can the
average worker/employe under-
stand it?

= Are graphics meaningful or
are they just window dressing?

- Is text easy to understand or
is it too technical for the average
worker/employe?

- Are the stated objectives of
the program achieved?

. Is the presentation human?
Does it really care for the worker/
employe as a human being? Does it
show concern without becoming
paternalistic?

= Is the worker/employe moti-
vated to take better advantage of
the offered benefits?

. If you were an employe of
the company whose presentation
you are viewing, would the par-
ticular approach taken- hold your
interest?

- Is the presentation, well in-
tegrated with other elements?
(This applies to total communica-
tions program entries only.)

This year, for the first time,
companies entering the competi-
tion were requested to provide a
supplemental statement describing
how the entry was- applicable to
the benefits communication pro-

gram.

Those entering the - competition
were also asked to include any
other information to better ex-
plain the company benefit pro-
gram. "This was to give the judges
a better feel for the plugram and
company if the company was not
widely known," Ms. Drachman
said.

There was a $30-entry fee for
both of the printedmaterial cate-
gories, a $40 fee for audio-visual
presentations and $50 for the total
communications programs.

The fees cover expenses in-
volved in renting projection equip-
ment to show audio-visual presen-
tations, the cost of the award
plagues and return mailing costs.

The judges volunteer their time;
they get no fee, "just lunch and
lots of coffee," Ms. Drachman said.



The Bl promotion manager and
Hollis Pivor, assistant to the pub-
lisher, show the audio-visual pro-
grams. "We ask that entries in-
clude instructions regarding type
of equipment needed and when
possible, a script," Ms. Drachman

noted.

Though the Bl promotion staff
is available to assist judges, they
are not involved in the judging

process. "The judges are alone
with the printed material."”

By the end of March all win-
ners are notified, though awards
are presented at the annual Risk
& Insurance Management Society
(RIMS) conference in April. A
display of all entries in the print
material categories as well as
print material from the Total
Communications Program cate-

gory are part of the exhibits at
the RIMS conference.

Companies and consultants en-
tered in this year's benefit com-
munications awards competition

include:

BOOKLETS
Alexander & Alexander
AMCA International Corp.
American Business Press Inc.
The American College
American Hospital Supply Corp.
Andover Co.
Bendix Corp.
Berlin Industries
Borden Inc.
Bristol-Myers Co.
Burlington Industries
Citibank, N. A.
Crocker National Corp.
Cyprus Mines Corp.
Dayton Hudson Cor
General Telephone & Electronics Corp.
Hennepin County Personnel Department
Hitchner Manufacturing Company Inc.
Hunt-Wesson Foods Inc.
The Kendall Co.
Kidder, Peabody & Company Inc.
Kingsbury Machine Tool Cor
Los Angeles City Unified Scﬁool District

M. & T. Bank

Midas International Corp.
NBF Corp.

New Process Co.

New York Times Co.

J. C. Penney Company Inc.
Pfizer Inc.

The Pillsbury Co.

Polaroid Corp.

Rainier National Bank
Ryder System Inc.

G. D. Searle & Co.
Skandia Ameriea Reinsurance Corp.
Smith International Inc.
The Sun Co.

The Tappan Co.

Wachovia Corp.

Daniel Woodhead Inc.

PERSONALIZED
CORRESPONDENCE

Alexander & Alexander

Andover Co.

ARAMCO

BASF Wyandotte Inc.

Blue Cross/Blue Shield of South Carolina
The Church Pension Fund Affiliates
Dayton Hudson Corp.

First National Bank of Chicago

Green Giant Corp

Hennepin County Personnel Department
Hunt-Wesson Foods Inc.

International Paper Co.
The Irvine Co.
Johnson & Johnson

Kearney & Trecker Co.
Medtronic Inc.

MerriU Lynch Pierce Fenner & Smith

Int.

New York Stock Exchange
Olin Corp.
J. C. Penney Co.

Pepsico Inc.
Pfizer Inc.
Pullman Inc.

Ragland Brothers Co.
Southwest Petro-Chern Inc.
Texas Instruments

Western Co. of North America
Wyandotte General Hospital

AUDIO-VISUAL
American Can Corp.

Underwriting loss

The nation's property and cas-
ualty insurance companies last
more than $2.2 billion on their
underwriting operations during
1976, the Insurance Information
Institute says. The Institute said
the underwriting losses reduced
the industry's investment income
of $4.8 billion by 46%. Net in-
come for 1976, after taxes, totaled
$2.6 billion. During 1975, under-
writing losses were put at $3.6
billion by the Insurance Informa-

Bristol-Myers Co.

Caltex Petroleum Corp.
Container Corp. of America
Crocker National Corp.
CUNA Mutual Insurance Co.
First & Merchants Corp.
Foremost-McKesson Inc.
Heublein Inc.

Hunt-Wesson Foods Inc.
Inland Container Corp.
National Bank of Detroit
National Board of YMCAs
Pfizer Inc.

Phillips Petroleum Co.

The Resource Sciences Corp.
Revilon Inc.
Richardson-Merrell Inc.
Searle & Co.

Unifax Inc.

United Airlines

United States Shoe Corp.

West Virginia Public Employes Insur-

ance Board.

TOTAL COMMUNICATIONS
Borden Inc.
Cabot Corp.
Castle & Cooke Inc.
Clow Corp.
Control Data Corp.

Crocker National Corp.
Gould Inc.

Greendale Federal Savings & IAan Assn.

Hibernia National Bank
International Multifoods Corp.

Foero the twelve |ud
s we

% |on s
erican §tan ard ﬁtc

York.

Jonns©n & Johnson

A. T. Massey Coal Co.
Meal Corp.

Metropolitan Life Insurance Co.

Oran Corp.

(ﬁ%fg\ Irgﬂluaé%m ye_lBeneflts Com-

OI' an

TR

Pfizer Inc.
Pioneer Bank & Trist Co.
RCA Corp.

The Resource Sciences Corp.
Richardson-Merrell Znc.

J. P. Stevens & Co. Inc.

PARTICIPATING
CONSULTANT FIRMS

A. A. Beaven Communications Inc.

Benefacts Inc.

Benefit Consultants Inc.

Bene-Scriptions Inc.

Brecker & Merryrnan Inc.

Comstock Advertising Inc.

The Creative Department Inc.

Equitable Life Assurance Soc:lety of the
United States

Franklin Creation Group

Gunn Associates

A. S. Hansen Inc.

Hazelhurst & Associates Inc.

Hewitt Associates

Internal Communications Corp.

Robert Jones Associates

Kurihara/O'Dell Productions

Kwasha Lipton Inc.

Fean Masse

William W. Mercer Inc.

Metropolitan Life Insurance Co.

Sue Morrison-Graphic Designer

Northwestern National Life Insurance
co

Playback Associates Inc.

Reed Shaw Stenhouse Inc. of lllinois

Martin E. Segal Associates

Synerconsultants

Towers Perrin Forster & Crosby Inc.
(Phila., Boston, Cleveland, N.Y.)

Henry White

Product liabilityislikeabox
thafsticking.

Wedont know what's inside, aclock
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Although product iabili

Not that long ago, product
liability was just another form
ofinsurance coverage. Something a
manufacturer turned to on those rare

occasions when somebody got hurt

using his product.

Then,almost imperceptibly at
first, sSQme curious things began to

happen.

Product liability cases, which ir_t
the early 1960's were running at a fairly
predictable rate, began to increase at an

unstable pace.

If these trends continue unchecked, the
results could prove disastrous. Not just for people

who make products, but for people who buy them.

many goods and services have begun to escalare because
g dpro tection. Some manufacturer? are
p

roducts. Inceed, there have aiready

tthe older
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its something that should coricern all of us. Because the symptoms are ﬁere And
if the day arrives when we find chat product liability is, in

fact, a crisis, it may be.too late for a solution.
Tick, tick, tick.

THE TRAVELERS

TheTravelers Indemnity Company, and Affiiated Companies, Hartford, Conn. 06115,
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Nuclear plant liability limit struck down

By MARIE KRAKOWIECKI

CHARLOTTE, N.C.-The Price
Anderson Act, which governs the
joint private and federal insurance
program for the nuclear industry,
was declared unconstitutional by
a North Carolina federal district
judge.

Price Anderson limits the liabil-
ity of nuclear utilities responsible
for nuclear accidents to $560 mil-
lion per incident. According to
Rome predictions, a serious nu-
elear accident could cause dam-
ages totaling $4 billion or more.

However, there is currently no
insurance coverage available above
these limits. Neither utilities nor
homeowners living near utilities
can buy extra insurance protection
in the event of a nuclear accident.

It was this limited liability and
accompanying lack of available in-
surance which led an environmen-
tal group affiliated with Ralph
Nader to sue Duke Power Co. and
the Nuclear Regulatory Commis-
lion in 1973 over construction of
the Duke Power Co. McGuire
Power Station. The plant is locat-
ed 40 miles from Charlotte, a city
of 300,000.

According to the Carolina En-
vironmental Study Group, which
represented some 40 homeowners
near the nuclear plant, the limits
if liability under Price Anderson
were a source of potential damage
to the homeowners since they
could not buy additional insurance
to protect themselves.

The suit was experimental, be-
iause no actual damages have
ever occurred. The plaintiffs had
to establish their right to even
bring such an action.

They appeared before Judge
James B. MeMiillan last September
to give testimony to support their
case. Also testifying were propon-
ents of Price Anderson. (BIl, Oct.
18, 1976).

Late last month, Judge M©Mil-
lan, who has a reputation in North
Carolina for being willing to es-
tablish precedents, issued a 43-page
ruling which said the $560 million
limit of liability under Price An-
derson is unconstitutional and
therefore illegal. If his ruling is
upheld by higher courts, it could
have a major impact on the nu-
clear industry.

Action is not expected for about
a year, according to one industry
source. However, the net effect is
expected to be a slowdown in the

unstruction of nuclear

power
plants. Utility companies are like-
ty to be unwilling to gamble on
someday assuming potential lia-
bilities above $560 miillion for
which they can't buy insurance.

Congress extended the Price An-
derson Act late in 1975 until Aug-
ust 1987. Among other things,
Price Anderson provides for $560
million of property and liability
overage for utilities in part by
private insurers and in part by the
federal government, with the gov-
ernment slowly being phased out
as an indemnitor.

The principal pool of insurers
that provide such coverage is
the Nuclear Energy Liability-Pro-

Consultants eye
public agencies

RED BANK, N.J.-A consulting
firm has been established here to
specialize in government bodies
such as county boards of educa-
tion and state-authorized agencies.

President Hubert M. Farrow Jr.
said the firm hopes to bring the
benefits of risk management to a
greater number of government
bodies through specialization. -

perty Insurance Assn. (NEL-PIA).
Joseph Marrone, general counsel
for NEL-PIA, said the McMillan
ruling is not expected to have any
effect on the coverage offered by
NEL-PIA.

Early this year, NEL-PIA ex-
panded the amount of property

and liability insurance its members
will offer a utility to $390 mil-
lion from $300 million.

This did not mean that the gen-
eral public would receive any ad-
ditional protection. The $560 limit
set by Price Anderson still applied,
only NEL-PIA provided a larger

amount and the government a pro-
portionally smaller one.

Duke Power said it would ap-
peal Judge MeMillan's ruling
against the Price Anderson Act to
the Supreme Court. According to
court watchers in North Carolina,
Judge MeMiillan has had a number

of his rulings overturned by ap-
peals courts, but then upheld by
the Supreme Court.

One of the main purposes of
Price Anderson has been to pro-
vide limited liability to utilities
while a: the same time phasing out
the government as an indemnitor
in Nnuclear accidents. If the courts
strikes down the law, it is unclear
what the government's role as an
indemritor would become. -

The 3000
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We can serve you better because
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Whether you need fast policywriting or speedy claims
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States trying to prevent liability
from derailing Conrail commuters

By DAVID KONIGSBERG

NEW YORK-Transportation
officials from four eastern states
are continuing efforts to keep Con-
solidated Rail Corp. (Conrail) from
eliminating major commuter ser-
vice due to an impasse over the
financing of liability losses.

Conrail Chairman Edward G.
Jordan announced this month that
cuts affecting some 50,000 daily
commuters will be made June 5
unless New Jersey, Maryland,
Rhode Island and Southeastern
Pennsylvania Transportation Au-
thority negotiators find a method
of covering the costs of all con-
ceivable catastrophic losses.

Should the cuts become effec-

tive, 455 trains each weekday
would be eliminated in the New
York and Philadelphia area alone.

Under a provision of the federal
law which created Conrail from
the ruins of six financially troubled
Northeast railroads last year, par-
ticipating states are required to
fully compensate the carrier for
all operating expenses. The current
dispute arose from a recent Inter-
state Commerce Commission rul-
ing which defined unlimited lia-
bility coverage as part of the rail-
road's operating costs.

Although the commuter service
is partially subsidized by the U.S.
Rail Assn., all federal financing

will be withdrawn by September
1978.

May be obtained on approval (Money refunded within 30 days)
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212-261-6222

Conrail's commuter lines are
currently insured for $50 million
of liability losses with a $2 million
deductible. Under the contract with
Conrail, each state pays a portion
of the premium according to its
usage of services. According to
Conrail, the coverage is the most
extensive it can obtain.

The railroad's officials are re-
portedly worried that even a sin-
gle passenger train accident could
seriously upset its fiscally delicate
existence. A Maryland transporta-
tion official speculated that recent
air disasters may have prompted
Conrail's insistence on unlimited
guarantees.

Officials of the four states have
contended they can't agree to the
open-ended guarantees, however.
New Jersey, for example, has stat-
utes which prohibit the state from
entering contracts in which costs
are unknown.

But the states-especially New
Jersey, where Conrail serves more
than 35,000 commuters daily-are
working double time to resolve the
conflict with Conrail. Even Rhode
Island, where Conrail ridership
rarely exceeds 350 a day, recognizes
the political importance of keeping
the commuter line open.

"One just doesn't eliminate a
mass transit system in an energy

LONG TERM DISABILITY MARKETS

FOR LARGE AND COMPLEX GROUPS

Offered only through your agent or broker, featuring

NO SIZE UMITATION

BLUE COLLAR OCCUPATIONS RECEIVE SPECIAL CONSIDERATION
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Our markets have assets exceeding $600,000,000 as well as
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evaluation. Benefits can be flexible and tailor-made. A.S.O.

and nationwide claim payment facilities available. Have your

brokercon#ac#us.
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90067 - (213) 556-1313

1009 West 9th Avenue, King of Prussia, Pa. 19406 - (215) 337-3160

Conrail feels that even one passerger train accident cotld endange, its

delicate existence.

crises," a state official said.

In an attempt to deYer act.cn,
New Jersey obtained a federal
court injunction April 4 against
Conrail's posting of service discon-
tinuation notices in the state's ra.1-
road stations.

New Jersey deputy attorne=>
general Kenneth Levy, who has
been instrumental in negotiat:cns
with the railroad, said he believes
some form of federal guarantee is
the most likely solution to the de-
mand for unlimited liatility reim-
bursement. And he told Busines:

INnsurance :hat members of -cr-
gress have met with state officials
to discuss Fossible legislative ac-
tion :o this end.

MI. Levy has also suggest:Ed a
reserve fund to cover the dedue-
tible. According tc tis plan, states
would pay a schedjlei amount in-
to a pool. In the event of an acci-
dent, specialists would estimate
the resultiniloss. As 32:ual claims
approached 80% i :he estimate,
funds woid be added by member
states to :3-ure the lund's viabil-

ity.

Crime payouts total $10 million

SACRAMENTO-The state of
California has paid nearly Sl)
million to 5,330 victims of violent
crimes since late 196-, with an
average payment of $1,900 to
compensate for medical or hos-
pital expenses, loss of wages ani
rehabilitation services.

In addition, the state has paid
workers' compensation insurance
to crime victims in instances
where injuries occurred while the
victim was at work, as well as
additional millions of disability
insurance payments.

The state program also provides
crime victim benefits to depend-
ents and survivors to a maximum
of $10,000.

The prosram dies not comren-
sate for pa.n and sur'fering cr for
property losses.

E. F. Vellia, executive secretary
of the board, estimates there now
are 180,000 victims of violent
crimes each year in Californ:a.

"Very few of these,"” Veglia
poirts out. "either file a claim
with the state or actually are
eligible f€r the crime victim as-
sistance.”

Applicants are required t 3 fill
out lengthy forms, appear at hear-
ings and provide Froof of their
losses and that they are unable to
reccup from the violent crime
without suffering financial hard-

_ I  m g _ [
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GEICO chief predicts

better times ahead

By JERRY GEISEL

WASHINGTON-AN insurance
company best known for its recent
whopping losses appears to have
turned the corner and may roll up
record profits in 1977.

Speaking before stockholders at
the annual meeting, Government
Employes Insurance Co. (GEICO)
chairman John J. Byrne indicated
that the company's net income in
1977 could exceed'$30 million.

The black ink on the company's
bottom line stands in sharp con-
trast to the 1975 record loss of
$126 million.and the 1976 loss of
$26 million.

"Wouldn't that be something to
have the company make its high-
est profit in history immediately
following the cliffhanger?"” Mr.
Byrne asked.

Mr. Byrne, however, dismissed
as. speculation published reports
that GEICO could earn more than
$100 million this year.

"l want to tell you loud and
clear that | don't.see that in the
cards," he said.

But he. did note that "if you
take the net income on the fourth
quarter and multiply it by four
you get about $32 million ...1
thinkthe 1977 income could well
be:better than that.”

GEICO, a Washington-based
auto insurer, appeared to be head-
ing toward insolvency last year
when a -combination of bad pub-
licity and rate increases drove

Houston,

LA -brokers
plan merger

LOS ANGELES-Bayly, Martin
& Fay Inc. and Harlan Inc. of
Houston have announced an agree-
ment in principle whereby BBS
will acquire Harlan.

Terms of the agreement were
not disclosed. The .acquisition is
expected to be completed with
four months.

Harlan will continue to oper-
ate autonomously in its geograph-
ical market .areas under its.own
nameand present management,
according to the-agreement.

"Harlan's operations -comple-
ment those of Bayly, Martin &
Fay," said C. R. (Jack) Warde,
BMF president, "and its acquisi-
tion will fulfill a major goal of
ours. We wi11 become a factor in
the growing markets centered in
Texas and the Gulf - Coast area
while strengthening our opera-

tins in key locations throughout
the U.S."

In the same joint release, Har-
lan president Joseph N. Tate
said, ."The addition of Bayly,
Martin & Fay international ser-
vice facilities will be of substan-
tial benefit to.us and our clients.
We are particularly looking for-
ward to supplying direct service
to our clients in Alaska and on
the European continent through
the office of Bayly, Martin, &
Fay in Anchorage, London, Paris
and Oslo.”

Harlan's six offices will bring
the BMF total worldwide loca-
tions to 29.

Bayly, Martin & Fay, one Qf
the insurance service companies
of The Sperry & Hutchinson Co.,
had gross -revenues of $25.6 mil-
lion in. 1976, according to BMF
senior vp Samuel Alcorn. Harlan
gross revenues were over $12

e E Tl f > m _ —_—

away thousands of preferred-risk
customers.

INn recent months, though,
GEICO has restructured its rates
in many states to provide lower
rates for drivers with good safety
records. Company officials say
they hope to add 150,000 new pol-
icies this year.

In 1976, GFICO lost 750,000 pol-
icies, which Mr. Byrne referred to
as "a moderately unfavorable
variance from our plan.”

The company was kept alive
through the sale of $75 million
of preferred stock, a reduction in
staff and through a reinsurance
agreement under which. competi-
tors assumed the loss risk for
25% of GEICO's policies, Mr.
BEyvirmme ss=aid. —

CRAVEN

(O. PACIFIC COAST

Some different-approaches to lumber exposures.

Risk management assistance

around the world

1OLUNS BURPICK
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If this ad gets enough people to act, ‘
your insurance may become
a better buy.

Many people
just wog’fflls)e
~ productsright.

- Guesswho
pays for their

injuries.




Insurance rates are at record levels. Some types of
coverage are becoming unaffordable.

Now then. Insurance companies are required to
see that there is enough money on hand to cover losses as
they occur. So rates are based on expected dairns.

And frankly, rate increases could goon forever if the
public is willing to pay for them.

But at The St. Paul we think people ought.to know
the score. Because ultimately they pay for high claims costs.

So we're.running advertising like this. Hopefully,

We a# do. In the form of higher
prices for the products we buy.

Why? Because manufacturers and
sellers of products are being besieged by
product liability suits, many stemming
from improper or careless use of products.

The total number of suits has soared.
And the average settlement is 200 percent
larger than it was 5 years ago.

This sue-somebody syndrome has

pushed the oost of product liability

insuranoe 00 record levels.

All of us help manufacturers and
sellers meet their soaring product liability
insurance costs by paying more for their
products. Sometimes, a lot more.

So what's to be done?

On the one hand, the public
certainly has a right to reasonable pro-
tection against injury and damage from
faulty products.

On the other hand, it is impossible
for manufacturers and sellers to anticipate
every misuse.

Should manufacturers and sellers be
held liable even when products are
misused? Or, should greater responsibility
be placed on oonsumers to use products
properly, with reasonable care?

Furthermore, manufacturers are
being sued as long as 40 years after products
leave their plants. Even when products are
altered by others and made unsafe.

Should manufacturers continue to be
held liable forever? Or, should time limits
be established?

it will inform the public and encourage them to take a long
hard look at what is happening and then take action.

And if that happens, insurance rates might just
stabilize. That would be a nice change.

You can help. Get one of our Enough is Enough
booklets from your local Independent Agent or broker
representing The St. Paul.

It's full of information on the causes, the pro's and the
con's of some possible cures for high insurance rates.

At The St. Paul we feel Enough is Enough.

How do you feel?

These are not easy questions.

But we at The St Paul feel the
public must answer them.

How can you participate in making
these decisions?

Send for our "Enough is Enough"
consumer booklet. It's full of information
on the causes and the pro's and oon's of
some possible cures for high insurance
rates. You'll find out how to register your
views where they'll count. Along with
some tips on how you can hold down your
own insurance costs.

Then get involved. Support the
action you want taken.

Write a letter to your legislatokBe
heard

Or you can just do nothing and
figure the problem will go away. Of
course, if it doesn't, better keep your
checkbook handy.

EnoughisEnough

Write The St. Paul for your
Enough is Enough booklet. Or contact an
Independent Agent or broker repre-
senting The St. Paul. He's in this with you
and wants to help. You'll find him in the
Yellow Pages.

St. Paul Fire and Marine Insurance
Company, 385 Washington St.,

Saint Paul, MN 55102.

a mioul

Properly& Llablilly

Insurance

Serving you through Independent Agents. St. Paul Fire and Marine Insurance Company/Sr. Paul Mercury Insurance Company/The Sr. Paul Insurance Company/
St. Paul Guardian Insurance Company/The St, Paul Insurance Company of lllinois: Property and Liability Affiliares of The St, Paul Companies Inc., Saint Paul, Minnesota 55102.
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HMOs' time has come, but prepaid legal lags

By SUSAN ALT

CHICAGO-If the time is ripe
for health maintenance organiza-
tions ( HMOs) to be incorporated
in employe benefit programs, just
the opposite is true for prepaid
legal services.

Eighty-five members of the
Business Insurance Employe Ben-
efit Board are singularly unim-
pressed-and unmoved-by the
much-publicized "trend" over the
past few years to provide workers
with legal benefits. None of the

PRODUCT
LIABILITY
CLAIM COST CONTROL
See Our Ad On Page 10
Countrywide Services Corp.

85 corporations responding to our
latest mail survey has a prepaid
legal benefit plan; only four of the
85 benefit managers said they've
even seriously considered such
plans.

HMOs, on the other hand, are
widely used, judging from the re-
sponse to the same survey. Fifty-
four percent (37) of our panel
participants presently offer an
HMO option to at least part of
their workforces. Furthermore, of
the 37 companies not presently
working with an HMO, nearly
two out of every three benefit
managers said they've been ap-
proached recently by HMOs in
their areas, while almost that
many said they've seriously con-
sidered using an HMO for health

benefits.

It's possible that prepaid legal

services will catch on in the next

"MULTUM
1X PARVO!
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an T
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major medical - and a separate

dental plan.

Any or all of the optional benefits
may be added to the basic life and

AD<*Dplan, ofering maximum
flexibility with the economy of the

package approach.

To find out more, contact your
Crown Life Group Represe*fative or
General Agent or write to us directly
at 120 Bfoor St. E., Toronto,
Ontario, Canada M.;VV 188.
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LIFE INSURANCE COMPANY

few years, as has been predicted
by some benefit experts. That, in
fact, appears to be indicated in
the replies of 30 % of our Benefit
Board participants who predict
that prepaid legal plans will be
widely provided by employers as

benefits within the next two to

five years.

Three benefit managers who've
seriously considered prepaid legal
services plans said they favor the
closed-panel plan, in which a des-
ignated group of lawyers provides
designated services to employes.
In total, 16 benefit manager pan-
elists said they favor this type of
plan, although twice that many
believe an open panel plan is more
effective from an administrative
and cost/benefit point of view.
Under the open panel arrange-
ment, a benefit consisting of a

r

For more facts circle 23 on reply card

maximum annual cost is avail-
able to employes for legal ser-
vices provided by any lawyer of
their choice.

Only one panelist was able to
cite a cost figure for legal benefits.
The large food processor's em-
ployes obtain prepaid legal serv-
ices through their credit union at a
cost per employe of $8.25 a month.

Companies not using HMOs
seem concerned about potential
problems that haven't been en-
countered by companies already
offering their employes HMOs.
Benefit managers for firms with-
out HMOs, for example, worry
about higher cost for employers
(premiums plus administration)
and employes.

Those fears appear to be un-
founded in practice. Benefit man-
agers using an HMO compared the
cost on a monthly premium basis

»3

to the cost of their companies in-
sured or self-insured health bene-
fit plans. The survey found:

- 12 of 37 said the cost of the
HMOs is higher.

- 14 said the HMC) cost is low-
er.

= 11 said the cost is the same
as the previous company plan.

Although HMO users didn't say
what their administrative costs
are, making it impossible to tell
whether costs to the employer rose
or fell, several benefit managers

noted their claims processing de-
creased.

Of the firms using or consid-
ering HMOs, monthly costs ranged
from $20 per month single/$65
a month family to $35 a month for
an individual and $95 a month for
a family.

When HMOs cost more than
conventional health plans, the
monthly charge is generally 5 %
to 25 % more, or, in dollar terms,
$6 to $20 higher.

INn those instances where the
HMO actually costs less than the
conventional plan (for generally
better coverage and broader bene-
fits, said the respective managers)
the range was 3 % to 15% lower
cost or in dollar terms, anywhere
from $2 to $15 lower monthly
charge per ernploye.

For the HMO users as well as
the non-users, the prospect of po-
tentially lower major medical
costs over the long term is the
most attractive advantage of
HMOs. Also ranked very high by
both groups as expected advan-
tages, are the positive effects of
the emphasis on preventive medi-
cine/health care practice and the
broader coverage afforded under
HMO plans (availability of dental
care, clinical services for routine
physical exams, outpatient care
for minor emergencies).

HMOs are attractive to em-
ployes, and reap benefits for em-
ployers, because they allow em-
ployes to "tailor"” their benefits to
fit individual needs, said eight of
the firms using HMOs.

Among the other advantages
cited by HMO users were:

- Convenience (one-stop health
care).

- Employe groups desirable for
HMO plans can be easily identi-
fied.

- Employes are more aware of
their benefits.

- Better maternity coverage.

- Better control of duplicated
services such as X-rays.

. Consolidation of medical rec-

The people who know

how to handle it in

LOS ANGELES

are
KINDLER & LAUCCI
1545 Wilshire Boulevard

484-0220
SEE OUR AD ON PAGE 7
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agent/broker topics

Capacity h

By BARBARA JEAN GRAY

CHICAGO--Commercial mass market-
ing has been hailed as the' wave of the
future. It still may be.

But the number of insurance companies
willing to underwrite this business de-
clined, creating a capacity crunch. A few
commercial mass marketers are moving to
non-traditional markets, such as captives,
but many have been unable to take on new
business.

The agents and brokers claim insurance
companies dislike mass marketed programs
because of the large surpluses they require.
ANd the pullback is colliding with the
growing need of small businesses and pro-
fessionals for the savings and coverages
these group plans can offer.

Agency and marketing networks for
commercial mass marketing, exclusive of
the long-established industry mutuals and
direct writers, began proliferating in the
late 1960s.

Last year, commercial business written
on a group basis accounted for about 3.5%
of the total property/casualty premiums
written, according to best available esti-
mates. That means slightly over $2 billion

Bob Jordan

Identifying the need

is a key requirement

TAMPA-"Commercial mass marketing
has really failed, | think, in most areas
because most companies got out,” claims
V.C. "Bob" Jordan.

"At a time when there seemed to be
pretty healthy profits to be made, com-
panies were led to make concessions to at-
tract large homogeneous groups, whether
they be farmers or machinery dealers.
When the crunch came on the surpluses of
insurance companies, they looked for ways
to get rid of a book of $10 million to $20
million that would displease one agent in-
stead of several.”

That opinion, however, did not keep Mr.
Jordan from setting up his own agency

Continued on page 46F

ampers mass marketing growth

of the property/casualty total which the
Insurance Information Institute estimates
at $59.5 billion in 1976.

Several individuals in the field, includ-
ing Max Dickerson, vp of Fireman's Fund's
commercial group operations, forecasts that
mass marketing will account for 25% of
the total property/casualty dollar 10 years
from now. The company's marketing sub-
sidiary corporation, Famex, with 230
agents under contract throughout the
country enjoyed a 25% premium increase
in 1976 over 1975 and this year is an-
ticipating a 50% increase including "a sub-

stantial increase in units.”

Late last year, Famex organized a group
benefit trust to insure multiple employer
trusts and in the future the division "has
plans to expand Famex to pensions and
annuities.”

Famex markets to small and medium-
sized business generating premiums up to
$100,000 each and covering several indus-
tries. In the last year groups such as the
Coca-Cola Bottlers Assn. and Allied VVan
Lines were added.

Similarly bullish for the future of com-
mercial mass marketing is Kenneth Ford,

Bob Jordan: "For mass marketing to be
effective, you must have a network of
agents who will make the calls and get
results. That eliminates most people in
the property/casualty field."

who heads the Insurance Company of
North America's MarketDyne open mar-
keting division which has a 200 independ-
ent agency network nationally.

"Over the course of the past seven
years, our increase has been on the aver-
age of 25% to 30% in annual premium
volume.”

MarketDyne is test marketing commer-
cial mass marketing programs in France
and Japan.

Industries and associations that lend
themselves to the concept are limitless,
Mr. Ford said. "There are 4.8 million
businesses in the country, and of those 4.2
million have less than eight employes.
That's our selling market.”

Both Famex and MarketDyne place
most of their coverage with their parent
insurance companies.

For the independent agency marketing
association to weather the capacity crunch
"we're going to have to be creative, origi-
nal and unorthodox," said Kenneth Wil-
liams, president of Marketing Management
Inc. He terms the route "manufactured
markets” or non-traditional markets for

mass marketers.

At the organization's seventh annual con-

Albert Wohlers: "The most important
part of the operation is how long il
takes to handle the mail. Anyone can
sell. It's what happens after the mail
arrives that determines profitability.”

vention recently, Mr. Williams said that
MMI was in the process of entering into a
joint venture with a captive insurance
agency owned by a motorcycle manufac-
turer. It is the first such agreement for
MMI and others are in the works, Mr.
Williams told Business Insurance.

The 350-member independent marketing
network has also entered into an agree-
ment in principle to be the sales force for
a program for Fred S. James which will
be finalized June 1, Mr. Williams said.

The organization also has an agreement
in principle with Preferred Security Life
Ins. Co. of Oklahoma City to become its
reinsurer. Policies will be issued through a
fronting company which will be named
at a later date, Mr. Williams said. This plan
will supplant the self-funded program
MMI had before for its life and health
progrann.

MMI premiums last year totaled $18.5
million plus life and health, Mr. Williams
said. This year the marketing organiza-
tion anticipates a total of $30 million com-
mercial and personal lines premiums writ-
ten by its agents.

Continued on page 46H

Albert Wohlers

Taking a new approach

after 30 years in area

PARK RIDGE, ILL.-Albert H. Woh-
lers & Co., which has been specializing in
administering and brokering voluntary
group association business in personal lines
for nearly 30 years, is now making a
conscious effort to get further into the
commercial lines mass marketing.

The better part of the commercial busi-
ness of the future will be mass marketed,
believes president Albert H. Wohlers.

The advantages are in premium volume,
Nnot in terms of the number of insureds.
The average premium on one commercial
product is $1,000 whereas a six-month life
premium is $5.85. "We can hardly send
something out for that.”

Continued on page 46H

Allstate independent agent program
draws praise from the ins and outs

By JANET MROCZEK CORRADO

NORTHBROOK, ILL.-Allstate
Insurance co.'s three-year-old
program of appointing indepen-
dent agents in rural areas draws
high praise from both agents that
represent Allstate and those who
don't.

Spokesmen for both the Inde-
pendent Insurance Agents of
America and the Professional In-
surance Agents (formerly the Na-
tional Assn. of Mutual Insurance
Agents) gave the company high
marks for its handling of the pro-
gram.

"They've been very much above
board on this,"” said Robert T.
Clayton, IIAA president.

The Allstate effort appears to
be picking up steam after a year of
relative inactivity. The company
had signed up 300 independent
agents in 29 states by the end of
last month.

Allstate confirmed that 250 in-
dependent agents produced $11
million in premiums in 26 states
in 1976. (Total property and li-

ability premiums for Allstate last
year totaled $3.55 billion.) Wy-
oming, Utah and Idaho are the
three newest states Allstate has in
the program.

The business is almost equally
split between auto and home-
owners. Commercial lines made
up a small part of the volume, it

said.

Mr. Clayton said that Allstate
meets with the state agents' asso-
ciation before entering a new state
to present the contract to be used,
explain the program and list the
names of the producers it intends
to contact.

"l can't blame Allstate,” Mr.
Clayton added. "It sees a very
significant market in non-metro-
politan areas where there are no
Sears stores, and non-metropoli-
tan areas are typically good and
profitable markets."”

The program "is a good deal
for Allstate,"” said George T. Fra-
zier, IIAA president-elect. The
company has contracted with good

agencies with solid reputations,

A special section of

. business

iNsurance

Exclusively for
agents and brokers

he explained, and doesn't have to
provide fringe benefits or train-
ing, a sizeable investment it makes
in its exclusive Allstate agents.

1nHAA officials don't blanne
agents who have contracted with
Allstate, even though the official
association view is that an agent's
acceptance of Allstate is "detri-
mental to the agency system as
such since it enhances a com-
petitor,” Mr. Clayton said. But the
association upholds the right of an
independent agent to make his
own choice.

For many agents, signing on

with Allstate is a "defensive meas-
ure," he added. "Some agents feel
that if they don't take it, the guy
across the street might.”

There can also be significant
pricing differences between All-
state and agency companies, "and
it comes at a time when agents
are having a devilish time with
markets,"” Mr. Clayton explained.

Mr. Frazier, who competes with
an independent agent represent-
ing Allstate, admits he would
have a struggle deciding whether
to go with Allstate if he was of-
fered the opportunity today.

Agent criticism of the apparent
success of the Allstate program is
directed squarely at those agency
companies allegedly not providing
"competitive markets" for their
producers.

"f feel that our agency com-
panies are going to have to do
something to combat the Allstate
experiment and others and get
us back into personal lines on a
competitive basis," said Mr. Fra-
ZiAr.

William S. Watson, one of the
principals of the Frank-Watson

Agency in Dumas, Ark., signed on
with Allstate in October 1976. He

made the move because of the
restriction of the homeowners in-

Continued on page 46D

Inside:

Bill Baird, marketing di-
rector of the top selling
CNA agency, says his agen-
cy "found a way that works
well for us and we go with
it" And the results are im-
pressive. Mr. Baird and his

agency are profiled on Page
46B.
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Top CNA agents find a new road to riches |

By HARRIET KING

SEATTLE-"I don't know any-
one who works the way we do.
We've found a way that works
well for us and we go with it,”
says Bill Baird, marketing man-
ager for H. E. Schwartz & Asso-
ciates Inc., CNA's top selling
agency in 1976.

"The way" is to develop pri-
mary lead sources for accident,
health and life policies by work-
ing through associations, unions
and retirement clubs in Washing-
ton and parts of Oregon. Develop-
ing the sources is a matter of us-
ing the local library to scout out
all local chapters of national
groups.

The technique that works best
is to send out letters and return
cards on the association or club

stationary, an endorsement that

lends credibility.

Typically, "If we send out 1,000
letters, we get a 15% return from
an association mailing. Of these,
we close 60% to 70%." says Mr.
Baird. Even where the return is
not that successful, the agency
still averages a 3% to 7% re-
turn. "It's not a true group in-
surance, but an association fran-
chise," says Mr. Baird. His typi-
cal customer is a blue-collar
worker, aged 40 to 45, with a
family to support.

The agency sells primarily to
the self-employed through the as-
sociation franchise and mails let-
ters once a year to each associa-
tion it deals with, including the
Retired Railway Employes, Ma-
son County Credit Union and Re-
tired Federal Employes Assn.

But Mr. Baird estimates that

"there are hundreds and hun-
dreds of groups in this area. |
doubt that we've even tapped
20% of the market." Mr. Baird,
who's been with Schwartz since
1969, says he has a two-drawer
file cabinet in his office "with
past clients we haven't even had
time to contact in the last five
years."

The bulk of the agency's sales
-$800,000 or about 75% of its
business last year-were from
skilled nursing care and Medi-
care premiums for people aged
60 years and older.

"There's no one else even close
in the running for association
business,"” says Mr. Baird. "We
get the business not only because
we get endorsements, but because
we have a better product, the best
competitive product that we know
of. We pay $20 a day fronn the

first day a person is hospitalized
on skilled nursing.” The firm
sells primarily CNA life, medical,
overhead expense and disability
income policies, but also repre-
sents Colony Charter Insurance
Co. for supplemental medical

coverage.

"We also get there first, a big
advantage since it's always easier
to get an initial endorsement. Re-
cently, a fellow has followed me
around on these retirement pro-
grams but he hasn't gotten any.
If you don't get there first, it
takes a lot of wining and dining.”
This philosophy of being first
pays off in terms of premiums per
person contacted. The average
client account, he guesses, gener-
ates $200 to $250 a year in pre-
miums, with many accounts gen-
erating $400 to $500 a year on a

"I'll tell you what my handicap is, it's slow claim service, that's what it is:'

When the name of the game is keeping pres- who really care about your business, the end
ent business and getting more, slow claim result is reliably fair and accurate as well.

service can be a handicap, indeed. That's Agents who know the score know Bitumi-
why at Bituminous we do all we can to keep nous, the full-line, full-service, property/
the ball rolling. Our service is reliably liability companies with 22 branches ready
prompt because our own staff of adjusters to serve you. Why not give us a call today.
handles most claims themselves. And, be-

cause they're all highly-skilled professionals

U Bituminous
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Bill Baird

substandard medical risk.

As marketing manager, Mr.
Baird primarily contacts associa-
tions and develops lead sources.
He goes to conventions and board
meetings of associations, gives
talks, and notes that president
Herb Schwartz "has the ability to
absolutely mesmerize women's
groups.” He also contacts unions
and is continually on the lookout
for large retirement clubs. "I
clear the way and see if we can
get some goodies,"” he says.

About half of Schwartz=z's 21
Balesmen have been with the
company between seven and 20
years. Even for newcomers, "we
seem to get men who've been in
the business for awhile," says
Mr. Baird.

When new people join
Schwartz, they first get on-the-
job training. They go out with a
successful salesman to see how he
sells. Later, they "follow a few
basic guidelines and develop their
own sales pitch,"” says Mr. Baird,
who says the agency could use
more salesmen now in Washing-
ton and another five or six in
Oregon "where the association
market is virtually untapped.
We've been holding back because
we want experienced people and
don't like to go through training
procedures.”

Mr. Baird says their approach
to sales "is simple. When we get
in a house, we'll sell them any-
thing we can. This is sometimes
a little difficult for old accident
and health salesmen who, when
they make an initial sale, just
want to take the money and leave.
Selling everything is not en-
grained in them.

"But our whole concept is that
if we are in a house for an hour,
we spend the first five to 10 min-
utes on the product, which is
pretty simple to explain. If it's a
retired couple we're talking to,
we tell them we pay $20 a day
for 365 days, that's it. The rest of
the hour, we develop a need for
the insurance, a sales story and
closing. That 50 minutes is spent
strictly on show and tell."

The agency likes to close deals
that first time around. "We don't
like to call back,"” says Mr. Baird.
"That is a nice thing about our
association ties, it breaks the ice
for us.”

The company does not query
much on renewals. "If they lapse,
we can rewrite for a new com-
mission. A lot of people also for-
get what they initially bought, so
we have a story that we tell on
lapses," says Mr. Baird.

Mr. Baird says the CNA Seat-
tle office "has some real go-get-
ters. In January alone, one man
wrote $18,000 collective premi-
ums, mostly on skilled nursing-
he was CNA's top salesman in
January. He wrote $185,000 col-
lective last year. Also in January,
another guy wrote $18,000 in pre-
miums, four wrote over $8,000
and three wrote $7,000. These are
all good premiums.

"l just don't know of anyone
around who out competes us,”
says Mr. Baird. -



(}/ reco men
ur

CheCk Ogco et C fodl(r;
Olit W@%ﬁ

Mr ~* ﬁ%egur ?c has
Surprising 38% L

nt to see more

Package Write bus. Welg)ser]]d ou

a comparative broc

St

Look to Mr. Za and
Z A for to products INSURANCE S

bac eg 0 ic Amencan Guarantee and
| n urance Compan
ecause, at t Jackson Eoul Va

service is our Ch|cago linois 60604

numberone policy.



46D / business insurance, April 18, 1977

Allstate program...

Continued from page 46A
surance market by a majority of
the companies he represented and
because of Allstate's competitive
price advantage.

Allstate offers homeowners cov-
erage at about half the manual
rates for new homes in Dumas
and the surrounding area, and at
about a 40% savings across the
board, Mr. Watson said, "That's
a tremendous price advantage.

"Other companies who want to
enter the market and compete wiill
do so," he said. "If not, it is their
choice and not the agent's choice.”

Mr. Watson, who is current
president of the Arkansas Assn.
of Insurance Agents, said he
sought a contract with Allstate
because he was "looking for a
market for my own business."”
The association itself took no stand

on the Allstate program.

Since last October, the agency
has had a 10% personal lines vol-
ume growth, Mr. Watson said.

"Allstate spends a great deal of
time, money and talent on re-
search and development on the
insurance product for the con-
sumer,”" he believes.

"It is dedicated to making a
profit and maintaining a stable
personal lines market." Allstate is
"very responsive on their claims,
as good as anybody | ever saw.
Underwriting is very liberal, and
it is computerized to a science
with- no foul-ups. It really has
been good.

"Allstate has an excellent Amer-
ican Agency System contract and
profit-sharing agreement,” Mr.
Watson said.

The non-exclusive, open-ended

contract protects the agency's

book of business in the event of
termination, according to Allstate.

Kenneth Paddie, president of
Greening-Ellis Co. in Hope, Ark.,
said his contract with Allstate re-
stricts him' from writing in towns
where full-time , Allstate agents
are on duty, such as Texarkana
and Little Rock. As any other
company, Allstate sets a volume
figure as a quota before contin-

gency commissions can be earned,
he said.

The first year's volume with
Allstate was $25,000, the second
year $50,000, and this year it is
$75,000, said Mr. Paddie, who has
been a producer for Allstate for
over two-and-a-half years.

"l spent a lot of the agency's
money researching this deal,” Mr.
Watson said, visiting Allstate's re-
gional and home offices three
times before signing the contract.
And "Allstate looked at our

agency operation as close as |
looked at them.”

One overriding doubt plagues
IIAA officials about an indepen-
dent agent representing Allstate.

With the competitive price ad-
vantage that Allstate has, at least
in some areas, "l can't understand
how an independent agent can
make a decision to place some
business at one rate and other
business at another rate,"” said
Mr. Clayton.

"How can | charge Mr. A $200
and Mr. B $400 for a policy on
essentially the same home, when
they might be neighbors?" he
asked.

The problem is not only one of
public relations for the agency,
but also volume and loss ratio
with agency companies.

"Allstate's rates are so con-
structed that it can pick and
choose risks and offer good rates
to the business it wants and price
high the business it doesn't want,"”
Mr. Frazier said.

"I'm afraid that if the Allstate
experiment works, the bureau

Dental coverage that
wont bite into the payroll.

HereS our plan.

Consolidated Group Trust's Group Dental
Insurance Plans forcompanies with ten or
more employees often cost participants as
little as$1.50 a week for employee coverage.

Through the facilities of CGT, companies
with as few as ten employees can receive the
benefits reserved for major corporations
including orthodontics, major care and

escalating coinsurance (up to 100%) on
basic care.

Both of our plans, Dentalmaster* and
Dentalmaster 11** can broaden a benefit

program dramatically with a surprisingly

small increase in cost. For full details,

just open wide, and say "Ah!"

'Underwritten by Loyal Protective Life insurance

Company, Boston, MA.

-Underwritten by Lumbermens Mutual Casualty
Company. One of the Kemper Insurance Companies.

CONSOLIDATED GROUP TRUST

HOME OFFICE Massachusetts P.O. Box 1440- Framingham, MA 01701 (617) 620-1000

CGT Group Life, AD & D, Income Protection, Medical Insurance and Dental plans are available in most states.
Please inquire for further details.

companies will end up with the
residual business which will com-
pound the loss ratio."”

Allstate contractors Mr. Paddie
and Mr. Watson report, however,
that the volume placed with all
the companies their agencies rep-
resent has increased since going
with Allstate.

"It's not a fear of mine” that
the other 12 companies that Mr.
Watson's agency represents will
suffer, he said. "Allstate is a vi-
able market for new customers
and those on fixed incomes, with
medium-sized houses," he said.
"Those are the Allstate customers,
and | think that's so nationwide.”

Mr. Watson said he is using All-
state to pick up business from
State Farm and others, not to
switch policies away from agency
companies.

Allstate has rules to follow, he
added. For example, "l have no
control over claims, which may be
a disadvantage. | explain this to
a customer and the customer and
I then make a decision.”

Mr. Watson said he gets sonne
referrals from the company but
that no client has asked specifi-
cally for an Allstate policy.

Mr. Paddie reported the oppo-
site. Some people who are new
to the area have been with All-
state for years, he said, and want
to continue. He also gets referrals
from the company.

Can Allstate continue its dual
marketing system successfully?

"l don't see how Allstate or any
other captive agency company can
be both fish and fowl,” Mr. Fra-
zier said. He thinks agents in the
program will either not give All-
state enough business and the
company will pull out of the
agency, or that the agents will
have tremendous growth and
"somewhere down the line they
will have to decide whether they
are Allstate agents or independent

producers_ -

Study eyes
performance

GLENMONT, N.Y_.-A study
entitled The Impact of Consumer
Services on Independent Insur-
ance Agency Performance has
been published by the Indepen-
dent Mutual Agents Education
and Research Foundation.

The 360-page book is the result
of a two-year research project
undertaken by J. David Cum-
mins, assistant professor at the
Wharton School, and Steven N.
Weisbart, associate professor at
Georgia State University.

More than 3,000 IMA agents in
New York, New Jersey and Con-
necticut, as well as non-member
agents and direct writers, were
surveyed.

The average contributing agen-
cy has a premium volume of
$494,000, gross revenues of $100,-
000, and a net income of $30,390.

This agency wrote 59.3 % of
its premiums in personal lines,
with an average account of $320.
The remaining premiums were
m commercial lines; the average
account was $1,400.

It employed two producers and
2.6 clerical workers.

Roger S. Reid, foundation di-
rector, said the project was un-
dertaken to learn if agents were
providing the services consumers
wanted, as they had expressed in
two surveys taken by the Sentry
Insurance Co. in 1974 and 1975.

The study is available for $8.95
from IMA Education and Re-
search Foundation, P.O. Box 196,
Glenmont, N.Y. 12077.

Finances permitting, IMA
stated it would like to conduct
a counterpart study on commer-
cial lines agents. -



Allstate agency grows,

but competitor declines

By JANET MROCZEK CORRADO

HOPE, ARK.-Light industry,
poultry farms and Main Street
stores make up the commercial
activity in this town of 8,000 in
the southwest corner of the state.

But personal lines is the bulk of
the insurance business served by
two independent agents, MFA,
State Farm and farm bureau
operations in town.

Allstate Insurance Co. entered
Arkansas three years ago when
it began appointing independent
agents outside metropolitan areas.

Greening-Ellis Co. in Hope
signed on then. Today, Kenneth
Paddie, president, said "it has
been more than a pleasant situa-
tion.”

The agency doubled its per-
sonal lines volume in 1976. It
wrote approximately $80,000 in
personal lines business with All-
state last year, Mr. Paddie said,
"and half of that was new busi-
ness that we didn't have before.”

Since Greening-Ellis took on
Allstate, its. friendly competitor,
Anderson-Frazier Agency, has
been suffering.

From the 3,000 individual per-
sonal lines accounts the Ander-
son-Frazier agency once had, it
is now down to 2,400, said George
T. Frazier, principal. At one time
the agency had 70% of its volume
in personal lines. Today it is close
to 60%, he added.

The reason for the competitive
shift is clear to both producers.
Agency companies are just not
competitive with Allstate and
State Farm in personal lines in-
surance.

There is a growing disparity
between manual rates and those
of exclusive agency companies in
auto and homeowners, said Mr.
Frazier. "There is a 30%, 40%,
even 50% difference in some
cases, primarily in homeowners
insurance.”

Hope is a class-six town, Mr.
Frazier said, which means that
for a masonry dwelling in an un-
protected area (fire department
services) agency companies get
$800 prenniurn and Allstate comes
in at $350 to $450.

For new dwellings the problem
is worse, he continued, since All-
state has a 10% deviation in Ar-
kansas if the structure is five
years old or less.

Mr. Paddie concurred. For a
$40,000 or $50,000 new home with-
in the city limits, there could be
up to a 50% premium difference
between Allstate and manual
rates, he said.

"Agency companies just don't
want any personal lines business,"
Mr. Paddie said. Greening-Ellis
increased its personal lines volume
with one agency company it rep-
resents from $15,000 to $65,000,
he said, but as of March 1 this
company put its underwriting on
a renewal basis only.

Greening-Ellis signed on with
Allstate over two-and-a-half years
ago because "we felt it offered
something that other companies
didn't," Mr. Paddie said.

'The personal lines market was
shrinking, and that is Allstate’' s
long suit. We thought we'd be
open-minded and maybe take a
gamble."”

Some of the other companies
his agency represented didn't like
it, he said, though he hasn't heard
any grumbling for over a year

The state independent agents’
association frowned on it, Mr.
Paddie added, "and some of our
contemporaries thought we were

crazy. Now some of them wish
they had gone with Allstate." He's
even been trying to help a few of
them contract with the company,
he said.

In the beginning, Greening-
Ellis was concerned about All-
state's claims handling. But "I
could not find a company any
more prompt in handling claims,"”
Mr. Paddie now maintains.

The agency, split about evenly
between personal and commer-
cial business, has had approxi-
mately 20% premium volume
growth every year for the last
three years, Mr. Paddie said, add-
ing that Greening-Ellis has in-
creased the prernium volume done
with all of the 14 companies it
repreesen tss. -

What do you call an agency
that handles -«

SADDLE ANIMAL LIABILITY
INTERNATIONAL LIVESTOCK

CHILDREN'S SUMMER CAMPS?

A specialist.

The Rhulen Agency specializes in out-of-the-ordinary clients and
hard-to-insure items. So when you need speciality insurance and
special expertise, call Rhulen. Rhulen is special!

AGENCY INC. - MONTICELLO, N.Y. 12701

Area Code (914) 794-8000 + (212) 924-1950 » TWX 510-240-8385
CALL TOLL FREE ANYWHERE IN THE U.S. 800431-1270

lin New York use direct wires)
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PROFESSIONALS"

Specialists in marketing

large or unusual property

and casualty accounts

SPECIAL RISKS/EXCESS/REINSURANCE

VWORLD WIDE SERVICE TO

AGENTS - BROKERS - INSURANCE

COMPANIES

200 West Monroe Street
Chicago, lllinois 60606
Phone (312) 663-1500

Telex 02-53553 - Cable: AVRECO

O INC.

COMMERCIAL INSURANCE

SERVICES OF AMERICA, INC.

Affiliated with

REINSURANCE
CORPORATION OF AMERICA
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Commercial risks up
40% a year at ACI

CHICAGO - Association Con-
sulants Inc., formed six years ago
to administer third-party sponsor-
ships in life/accident and health
lines, added a subsidiary three
years ago for commercial risks.

That segment of the firm, the
National Assn. of Consultants Inc.,
is labeled as the fastest growing
area of mass marketing, according
to ACI president George Bon
Salle.

"The growth we're sustaining
in NACI," he said, "is limited only
by capacity. We're growing at a
rate of 40 % to 50% each year."

-Organizations which lend them-
selves to commercial rnass market-
ing are those that have difficulty
obtaining coverage because of ex-
posures inherent to their opera-

Group Marketing Dept.
120 Bloor Street East

Toronto, Ontario
M4w 1 88

*"CROVWN

LIFE INSURANCE COMPANY

tion, Mr. Bon Salle said.

"Groups came together before
for a myriad of reasons. One of
the prime reasons now is an in-
surance need, so we can look for-
ward to a large growth depend-
ing on the capacity crunch."”

"In the commercial area, groups
are having a lot of problems now
with insurance. Motorcycle insur-
ance is not easy. On bike theft
we have the only market in the
country.

"Were one of the few managers
of national risks in the country.
Product availability is the answer
to a new business as is national
distribution outlets. We have good
rapport with underwriters and
can distribute nationally through

George Bon Salle

the mails.”

Mr. Bon Salle deelined to iden-
tify the gross revenues of ACL
He said it was one of the largest
third-party administrators and
had 60 clients.

One prime example of a group

that joined together for a common
purpose, including an insurance
need, is the Professional Indepen-
dent Mass-Marketing Administra-
tors. This two-year-old trade as-
sociation, of which Mr. Bon Salle
is president, has 100 members who
are administrators of third-party
sponsorships and 20 who are in-

PIMA banded together "be-
cause there was not an effective
national lobbying voice for mass
marketing,"” the president ex-
plained. "We were fighting tooth

and nail on the state level for leg-
islation.”

PIMA was its own first cus-
tomer. "We found it difficult to
buy errors & omissions coverage,”
and through joint effort devel-
oped a program.

The  organization represents

85% of all third-party sponsor-
ships, he estimated, and handles
about $1.5 billion in premiums,

most of which are in life/acci-
dent/health. BJG -

Let's

assume

you're

calling the

signals on you r
company's pension
plan. You have to
score in two areas:

1. Your future

pensioners should get
enough to live on.

2. The cost of funding the
lan should be kept

-Maybe from where you rerstanding

the emphasis has to be the other
way around. Either way, Crown Life's
GUARD is the pension vehicle

which gains you the yardage you need.

You get:

1. High interest guarantees.

2 Low annuity purchase rates.

3 The better of the current or guaranteed
interest and annuity purchase rates.

4 Expenses either front-end or back-end, and

experience rated.

5. Optional administration and actuarial services.

And if you're concerned with the adequacy of your

retirement benefits, why not let Crown Life's pension
specialists help you carry the ball? They're warming up on
the sidelines, waiting for your nod!

(This coverage not available to empfoyers located in the state of New York.)

NAMF

COMPANY

ADDRFSS

CITY

STATF

ZID

For more facts circle 155 on reply card

Jordan...

Continued from page 46A
here after serving as executive vp
with Poe & Associates.

V.C. Jordan & Associates does
about 50 % of its volume in per-
sonal and 50% commercial lines
in mass marketing with such or-
ganizations as the Federation of
Mobile Home Owners of America
and professional societies with
its office protection plan (TOP).

Mr. Jordan describes his per-
sonal lines business more as a di-
rect mail, direct response cam-
paign. One of every three persons
contacted actually buys.

FBr commercial lines "we work
through American Insurance Mar-
keting Corp. and other friends
throughout the country.”

"Commercial mass marketing is
relatively new and it has had its
up and downs.

"Unless there is an insurance
problem that needs solving, and
one that best be solved through a
group, there is no reason for mass
marketing. Simply coming in with
a product you think will be less
expensive doesn't work because
you cannot be the cheapest guy
on the block for too long.

"If | developed a really neat
property/casualty mass marketing
package with a premium of
$25,000 and over, and | present it
to a group, they will take it to
their agent/broker to look over
and he will fight for it, because
it's worth fighting for." It is the
$5,000 to $10,009 premium busi-
ness that lends itself best to com-
mercial mass marketing, he con-
tinued.

The answer to commercial mass
marketing is "to have a good
prospect, an organization with
'glue’, fit clients' needs, price it
fairly, and then be six months
ahead of everybody else.”

"Then, the only thing missing is
a network of agents.

"That's the other big problem
in the property/casualty field.
Mass marketing takes strong
salesmanship.

"Property/casualty insuran ce
buyers often tend to order insur-
ance. They are not sold on it.
The typical p/c agent is not accus-
tomed to going out and selling the
product. He plays 'Ain't it aw-
ful?' The game where he sits at
his desk all day and says 'Ain't it
awful that. . .' on any number of
things.

"For miN marketing to be ef-
fective, you must have a network
of agents who will make the calls
and get results. That eliminates
most people in the property/
casualty field.

"One of the problems of com-
mercial mass marketing is that
you're asking the customer to
leave his present agent. What most
customers are looking for is a
tremendous savings - which are
not there. If you're going to get
into a price war, the person who
comes out on top is the person
who has had the last look."

The profitability of mass mark-
eting versus that of traditional
brokering contains many ifs.’
"Anytime that you can increase
successful sales ratio by eliminat-
ing prospecting, and go to that
prospect under favorable condi-
tions, you have eliminated one of
the most expensive parts of the
business. If, in addition, you don't
have to put up with the harass-
ment from underwriters because
the class has been pre-approved,
you have cut down on paper work
and then it becomes more profit-
able than traditional business.

"Many companies have spent
thousands trying to develop life
business out of fire and casualty.
Turning it around is a different
ball game.” _-BJUG -



Sex symbol

Ed Mack

has somethjng to say

CHICAGO-"Not only is Ed
Mack Jr. the greatest sex symbol
of the insurance industry, he is
also one of the brightest-so
listen to what he says." So wrote
Ann Landers in January, accord-
ing to a scrap of paper framed
and hanging on the wall of Ed Ely
Mack Jr.

Mr. Mack is chairman of the
board of Mack & Parker, a 40-
year-old brokerage firm, and of
Mass Insurance Consultants Ad-
ministrators, a separate corpora-
tion set up 25 years ago to handle
employee benefit plans, Taft
Hartly funds, voluntary group
plans, and risk management ser-
vices.

MICA's first customer, the Na-
tional Home Furnishing Assn. for
whom it mass marketed credit
life, was probably the first trade
association group plans written.

Today, MICA employs 150 peo-
ple to administer, consult, handle
claims, process electronic data
and do accounting.

MICA does no marketing ("the
toughest part of that business")
but gets clients through insurance
companies or through other bro-
kers. Ten percent of, the fees
earned are through references
made by Mack & Parker, Mr.
Mack estimated.

Commercial groups represent
tess than 10% of MICA's fees.
"It's growing, but one employe
benefits program premium may
add as much as $1 million. With
property/casualty, it's slower.

"We think there's a big future
for mass marketing, but one of
the problems is that there are
only two advantages for its exist-
ence-consumer cost or coverage.

"Where are the savings? The
real savings have to be in acquisi-
tion-acquiring the business. But
we have a real paradox here, be-
cause we cannot sacrifice acquisi-
tion costs at the expense of
the purchaser's understanding of
what he is buying."

A recent inquiry about mass
marketed warranty insurance
provides an example, Mr. Mack
said. "Warranty coverage might
be a good product and inaybe we
can explain it in the mail.”

"Under many mass marketed
methods, the marketer does not
have a local agent or contact. |
think there are only a few suc-
cessful plans where the broker
makes the calls. The problem is,
with any network of agents,
you're competing for their time.
If you're making face to face calls
with reduced commissions you
must have a superior product so
your percentage of close is higher
than normal. Our percentage of
close is higher than normal be-
cause we qualify our prospects.
If the agent making the calls is
getting 5% to 10%, with the
master broker taking an addition-
al 1% or 2%, he may not be too
far below an average brokering
commission of 15%."

"The risk is high. That's why
the customers want it.” -BJG -

Agents launch

education effort

ATLANTA-A campaign for
greater consumer education of in-
surance has been launched by the
Professional Insurance Agents
here.

"Rip," a slide show depiciting a
character who is responsible for
insurance company losses, will be
nationally distributed to the or-

ganizatian's 27,000 members. -

ED MACK JR.: "1 think there are
only a few successful plans
where the broker make; the

calls.”

THE
| UMBREL A
J B O O KLAehenswe comparison of major umbrella

liability policies providing quick, easy and accurate
coverage comparisons.

Know At A Glance
- w/dely differing coverages available - the coverage you have

- shortcomings of your umbrella - and how to improve it
- flaws in the competitor's form . and positive features in your own

Scope...
. clear and concise. hard-cover book
= color charts comparing all features
-discussion of each feature and its impact
- tips to improve inferior coverage
-written by the authors of
Practical Risk Management

Indispensable For...

every Agent, Broker, Risk

Manager. Consultant and
Underwriter

0 Yes, send my Umbrella

1 Book today

' O Full price $50 enclosed
O Please bill me/my company Compiny
Calif. companies add 6% tax

S. R Bay Area 6-1/2% tax

Check payable to:

Warren, McVeigh, WMGH Corporation City

Griin & Huntington |1 680 Beach Street No, 307

rancisco,

Namp

) t
published by Strep

St'te - -

Quantity discounts (over 25) available. Call (415) 928-4680 i
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Flexinilit

And how Afco premium financing
adapts to your every need.

Sell alt your insureds on using Afco. This lets
you offer an unusual flexibility in payment
plans. And makes accounts more
profitable for your agency.
Afco provides a wide
choice of ready-made
premium financing plans.

Or we can tailor a

program to fit exact
requirements. Monthly
payment plans for

national accounts,

. associations, franchise
accounts or group
business. Plans that

tie in with an unusual

cash flow.

, So sell Afco's flexible financing
to all your insureds. The more they

can afford to buy, the better your profits.

You're in the money with Aico.

E o

NEW YORK: 108 John Street, New York, N.Y. 10038
Atlanta - Baltimore - Boston - Chicago - Columbus - Dallas
Hartford - Hempstead - Houston - Kansas City - Los Angeles
Miami - Pine Brook, N.J. - San Diego - San Francisco - Seattle

IN CANADA: _33UD»

Halifax - Montreal - Toronto - Edmonton - Vancouver
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Mass marketing...

Continued from page 46A
Another marketing association
which has taken the captive route
is the American Insurance Mark-
eting Corp., a corporation of 50
individual stockholder members
for the nnass marketing of
property/casualty business. AIM
formed a Colorado captive for the
National Welding Supply Assn.
last December with the North-
western National Insurance Co. of
Milwaukee as the fronting com-

pany.

Curtis Urbanski, vp of AIM,
sees the move into captives as
phase two of commercial mass
marketing evolution.

ALM, (formed in 1968) is pres-
ently 100 % commercial lines,
where the average premium is
$5,000, Mr. Urbanski estimated.
Because of the higher premium
than personal business, face to face

Continued from page 46A

The major thrust has been in
the firm's association professional
liability insurance coverage, a
product they created one year ago
and on which they received 1,000
applications. APLI is an officers
and directors liability program for
non-profit associations.

Marketing property/casulty to
date has been through the mail
with a follow-up phone call or
personal visit. Although the 75-
employe company has no sales
force, it is considering membership
in several marketing networks.

"A lot of the trade associations
are looking into captives because
of the product liability problem,"
Mr. Wohlers said. "As brokers
and admisistrators of mass mar-
keting we could, but wouldn't, ad-
minister captives unless things
change in the marketplace and |
don't see how they wirt. We have
companies saying 'We will provide
re-insurance if you can get com-
panies to provide basic or primary.'
It used to be the other way

The number of underwriters for
mass marketing has fluctuated
over the past five to 10 years.
"Some companies have been in
and out,” commented Mr. Cella.

Mass marketing accounts for
95 % of Wohlers' firm's income.

Of that, 15% is commercial.

"You operate on a lesser margin
for mass marketing but profita-
bility related to internal manage-
ment. The most important part of
the operation is how long it takes
to handle the mail and to process
the claims. Anyone can sell. It's
what happens after the mail ar-
rives that determines profitability.

Depending on the postal service
is a constant problem. "They have
no competition and we have no
recourse," said Mr. Wohlers."

"Postage is the one cost we can-
not control,” Mr. Cella elaborated.
"We can control the product by
bidding it out. We can control per-
sonnel by better training. We can
control internal operations by bet__
ter equipment.

"But on our whole distribution
system-the postal service-we
cannot negotiate price and we can-
not affect its efficiency.”

Most mailings go third class
which is a major problem because
"we have to assume it will take
three weeks to be delivered.”

"Our whole thing is enrollment
time. If you're going to announce
the end of an enrollment period,
you would like that mail to ar-
rive." Last year alone, the firm
mailed 3.5 million pieces of pro-
motional mail. Of the expense
dollar, 13 % went for postage.

-BJG .

contact is economically feasible and
imperative. "Penetration is less
by mail. A rule of thumb would be
5 % by mail. But we're looking for
a 20 % penetration with face to
face contact.”

An agency that has taken an ag-
gressive stance in markets is Poe
& Associates of Tampa. Early this
year, it entered into an agreement
in principle to acquire Howden
Reinsurance Corp. from the How-
den Swann Group.

Joseph E. Brown, Poe presi-
dent, said, "It will be wholly
owned and used for many aspects
of our business, mostly associa-
tion marketing. The whole philos-
ophy behind it is that we're find-
ing if we have reinsurance we can
talk to more reinsurance compa-
nies. We're willing to put our
muney where our mouth is."”

Poe generates about 25 % of its

want.

revenues iNn commercial mass

marketing and 5 % in personal

lines.

"We feel commercial mass mar-
keting definitely will expand
greatly in the near future and in
the long run, although there will
probably be more emphasis on
state programs because insurers
do not want to take on the mas-
sive surplus requirements for na-
tional programs. Regarding the
growth of commercial mass mar-
keting for Poe in the last year,
Mr. Brown said, "It's been a
struggle to hold together what we
have. The rates for professional
societies is quadrupling. The basic
limits for an attorney’'s liability
in Florida today is $1,500 com-
pared to $680 a year ago.

The difficult.tes of establishing
national uniformity do not exist
for commercial mass marketing
associations like Associated Risk
Managers International, is organ-
ized on the sta-e level. ARM, be-

came a loosely knit national net-
work about four or five years ago,
according to its treasurer, Joseph
Bow. ARM affiliates are estab-
lished in 32 states plus Puerto Rico
and the Virgin Islands and within
the next 18 months it hopes to
have organizations in all 48 con-
tinental states.

The 400 ARM independent
agents affiliated for the mass
marketing of property/casualty
insurance last year wrote $750
million in overall premiums in-
cluding commercial mass market-
ing.

"What has hampered us is noth-
ing but the marketplace,” com-
mented Mr. Bow.

On the insurance companies’
side, not all is bleak, however.

Providence Washington's, special
programs division is 90% com-
mercial mass marketing, according
to general manager Harry L.
Baker. Providence Washington did
$6 million premium volume last

year in commercial mass market-

t'llico

PREMIUM FINANCING

Immediate response

Don't put up with poor service or slow
response on your premium financing
needs. Pick up your phone any business
day and call THICO on ourtoll-free 800
number. We'll give you the prompt, bro-
fessional answers and quick quotes you

That's just one advantage of doing
businesswithTHICO. Herearea few more:

THICO will not only come back
quickly with information-but your gross

premium payment will be mailed in 15
days or less from the time we receive

your application. This will result in a
definite improvement in yourcash flow!

thlico

PREMIUM FINANCING

ing and is looking for a volume
between $10 million and $12 mil-
lion this year.

An organization of individuals
called the Market Masters Club,
consisting of 26 individuals from
20 insurance companies, was in-
corporated this February. "We
formed an organization because so
many mistakes have been made
we decided we must become more
commercial

professional about

mass marketing,” Mr. Baker said.

Others represent Aetna Insur-
ance Co., Kemper Cos., Reliance
Insurance Co., MarketDyne, The
Travelers Corp., Nationwide In-
surance Co., Gulf Insurance Co.,
Royal-Globe Insurance Co., Great
American Insurance Co., Bitumi-
nous Casualty Corp., The Han-
over Insurance Co., Covenant Mu-
tual, Northwestern National, The
Atlantic Cos., Commercial Union,
Maryland Casualty Co., and Com-

merce &

o —

Industry Insurance

L —

We have done away with coupon

books, and automatically bill your

insureds every month. Result? Fewer
cancellations-more commissions

retained.

Our liberal notification plan commu-
nicates with customers twice as often as

competitive plans. Most important, this

further reduces cancellations

of your valuable insureds.

Find out how much easier THICO

can make your customer's life- and
your own. Call 800-631-5385 right now.*

Or mail the coupon below in New Jersey. call
(201) 494-2200. In California, call(415) 397-6466.

call our 800 Nnumber
for instant service!

10 Parsonage Road, Edison, N.J. 08817

I'm interested in finding out more about THICO Premium Financing and
how it can hel,3 my agency grow. Please rush me full information about your

proven financing and billing program.

O Please haveyour Field Representative call me.

Namp
AO'nry
Addrpaq
City

Telpphnn

Title

Rtat/ Zip
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ords in one place where they oan
be utilized by providers.

« Team approach to health care
in HMO provides better treat-
ment.

Additional possible advantages
of HMO use, cited by the non-
users included:

* More health care competition.

- Higher overall quality of care.

- Flexibility in benefit plans
because employes are offered a
zhoice.

- Reduced "time off" for medi-
cal appointments.

Users and non-users of HMOs
also told of problems that they've
considered. Eighteen of the HMO
users said they didn't anticipate
any problems and haven't had

Here are 76 employe benefit panel members

Of the 150 employe benefit managers

serving on the Business Insurance Employe

Abbott Laboratories
ACF Industries

Acme-Cleveland Corp.

Addressograph Multigraph Corp.

American Can Co.
Babcock & Wilcox
Bemis Co. Inc.

Borden Inc.

Brown & Williamson Tobacco

Campbell Soup Co.
CBS Inc.

Celanese Corp.

Chase Manhattan Bank

Cranston Print Works
Crown Zellerbach Corp.
Dart Industries

Dravo Corp.

A. B. Dick Co.
FMCCorp.

Foremost-McKesson line.

General
Dynamics Corp.

General Mills

Greyhound Corp.

Gulf Oil Corp.
H. J. Heinz Co.

Benefit Board and regularly receiving our
mail surveys, 76 have approved disclosure

Lockheed Aircraft Corp.
LTV Corp.
MeGraw-Hill Inc.

Mead Corp.

Medtronic Inc.

Meredith Corp.

Mobil Oil Co.

Morton-Norwich Products Inc.

National Service
Industries Inc.

Nordson Corp.

Northwest Industries Inc.

Otis Elevator Co.

of names of their companies to illustrate the
cross-section of companies on our panel.

Republic Steel Corp.

R. J. Reynolds Industries

H. H. Robertson Co.

Ryder System Inc.

Sherwin-Williams-Co.

SmithKline Corp.

Squibb Corp.

St. Regis Paper Co.

Sun Co.

Sybron Corp.

TRW Inc.

TRW-Defense & Space
Systems Group

any. Problems listed by users of Cherry-Burrell Hercules Inc. J. C. Penney Co. Inc. Uniroyal Inc.

HMOs, however, included: Pfizer Inc. United Airlines

- Geographic location of HMO/

limited access to facilities.

Chesebrough-Pond's Inc. Honeywell Inc.

Container Corp. Tnmont Corp. University of Missouri

S. C. Johnson & Son Inc.

Phillips Petroleum Co.
of America Polaroid Corp. U.S. Industries
- "Clinic" approach to health Lever Bros.

Eli Lilly & Co.
Thos. J. lil,ton Inc.

Control Data Corp. Puritan Fashions Corp. Weyerhaeuser Co.
Quaker Oats Co.

Ralston- Purina Co.

care. CPO International

Wickes Corp.

Crain Communications Inc. Xerox Corp.

- Employ e misunderstanding
about benefits.

- Employe expectations too
high.

= Added administration.

- Hardship on employes if
HMO fails.

- Employer responsibility un-
der ERISA.

- Fragmen-tation of HMOs;
competition -among HMOs.

- Transferring coverages be-
tween plans; varying premium
rates.

< Lack of doctor choice; hesi-
tancy to change doctors.

- Employe complaints to com-
pany about poor HMO service/-
view employer as "sponsor" of
HMO.

Unlike the firms already using
HMOs, fewer non-users (5) said
they didn't foresee any problems.
In fact, they listed a total of 25
problerns they were concerned
about with HMOs, far longer than
the list provided by benefit man-
agers already working with m
HMOs. Among the non-users' —_— W a
concerns were:

. A decrease in coverage and
benefits.

- Adverse reactions of em-
ployes if HMO doesn't meet ex-
pectations.

FrMISWers 2o s
wouldn't have it any other way. We specialize in the
unusual or hard-to-place risk - and thrive on chal-
lenge. We bring fresh thinking and new ideas to each
risk -and work out individual solutions to their rating
and coverage problems.

- Employe looks to employer
to solve all problems with HMO.

= Too much employe switching
back and forth from insured plan
to HMO, etc.

e Complicates budgeting prob-
lems.

- Communicating differences

between HMO and insured plans.

* Loss of contact with employes
to third party.

« Possible HMO failures, too

We're experts in excess and surplus coverages, in-
cluding buffer layers, umbrellas, products only, DIC,
layered excess property, and facultative reinsur-
ance. We're a young company - with fresh ideas
and a current Best's Rating of A: X.

much competition among local
HMOs.

- Large geographic spread of
company locations.

- Lack of employer claims con-
trol.

- Transfers of employes to
areas not serviced by HMOs.

Next time you have a question about a difficult risk,
give us a call. You won't get any ready-made
answers. You'll get a considered solution.

= Union problems re: irregular

or varying benefits in different
locations.

- Differing benefits with dif-
ferermt HRNACO=s_ -

Columbia Casualty Company, the idea company.

Through licensed surplus lines brokers and profes-
sional reinsurance intermediaries.

40 booths set

for conference

NEVV YORK-More than 40

Columbia Casualty Company, 55 East Jackson
Boulevard Chicago, lllinois 60604, TELEX 25-4553.
(312) 822-6827

booths will display the latest in
loss control and risk management
aides at the 15th annual Risk &

Insurance Management Society

Columbia Casualty Company

INSURANCE FROM

CNA

conference.

An early warning fire and smoke
detection system, a computerized
security system, a risk manage-
ment information system and im-
proved ways to help the handi-
apped are among the scheduled
demonstrations.

More than 25 companies are ex-
pected to establish exhibits. -
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Lawyer Philip Corboy combines research and dramatics

The million-dollar attorney for the maimed

By JACK STAR

CHICAGO-On March 28, 1972,
a husky 21-year-old bricklayer
named Robert Kooyenga was
thrown 12 feet to the ground
when a scaffold tipped while he
was helping build a house near
suburban Oak Brook Mr Kooy-
enga, paralyzed from the waist
down, sued for $25 million. On
Jan. 3, 1977, a Circult Court jury
in Cook County granted Mr
Kooyenga a stunning $1,578,000 m
damages.

A generation or so back the
insurance companies involved
probably would have had to pay
only $200,000. But no longer. A

Many believe the difficult insurance
problems faced by businesses are partly
a result of the success of the new breed
of skilled personal injury lawyers. This
story, by Chicago writer Jack Star, pro-
files one of the most successful person-
al injury lawyers in Chicago, Philip H.
Corboy.

Nowadays, Mr. Corboy drives for the same money, $4,250 a year,
to work in a new royal blue Cad- with the dean of personal injury
illac Seville and owns two dozen lawyers, James A Dooley, now an
custom-made $400 suits and 30 lllinois Supreme Court Justice,"
pairs of elegant shoes. Mr. Cor- says Mr. Corboy. "By working
boy would never be caught wear- seven days a week | managed to
ing a brown watchband with a learn the business after 16 months
blue Jacket-he owns 10 watches and struck out on my own in
that match appropriate costumes. 1952."

Mr Corboy went to the Univer- The trouble with becoming a
sity of Notre Dame for a year at personal injury lawyer is that it
government expense, long enough takes a long while for the money
to satisfy the * pre-law require- to start coming in Customarily,
ments, and then enrolled in Loyola P.l lawyers, as they are called,
University Law School, where he gamble on collecting a fee Only
was a top student, graduating cum if they win or settle a case favor-
laude-and No 1 in his class-in ably can they collect what is
only two years An uncle, a Cath- called a contingent fee-in some
olic priest, used clout to get him states up to 50% of the award. If

new generation of tough, highly lose, and because his fee is 25% made Mr Corboy quite a rich a Job as an assistant corporation they lose they get nothing. For
trained personal injury lawyers is to 3314% of a settlement or man with extensive holdings of

managing to extract ever-higher award, the practice of law has farmland and apartment houses.

damages from increasingly sym-
pathetic juries.

In this case the lawyer, silver-
haired Philip H Corboy, 52, had
no trouble after a three-week trial
m convincing the Jury that his
client was condemned to a life of
indignities. The 102 exhibits he
introduced included a catheter,
leg bag, and rubber gloves, all
used by Mr. Kooyenga to manage
his paralyzed bladder and bowels.
Imming over the jury box was
another exhibit, an exact dupli-
cate of the scaffold that tipped
over, constantly reminding the

jurors of a moment of pain and
horror.

In another trial, a month later,
Mr. Corboy interrupted the pro-
ceedings after six days m court
to accept an $800,000 settlement in
behalf of his client, Daniel Sween-
ey, 36, a former iron-worker, who
suffered severe back Injuries
when he had been knocked to the
ground by a crane that buckled on
a building site in Kankakee. A
life-size model of the ironworker's
badly broken back, alongside a
model of a normal back, helped
the Jury come to its decision.

Verdicts and settlements of this
magnitude are nothing new for
Mr Corboy He is one of only six
Chicago lawyers (three of whom
he trained) to have attained
membership in the Inner Circle
of Advocates, attorneys who have
received $1 mtllion or more in
damages for a client after a trial

Seven lawyers who work for
Mr. Corboy and a dozen other of-
fice employes help him prepare
for trial or settlement more than
200 new cases a year. Because
Mr. Corboy and his crew rarely

The people who know

how to handle it in

MIAMI

are
D R. MEAD & COMPANY

1900 Biscayne Boulevard

576-1101
SEE OUR AD ON PAGE 7
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the several years that the case is
"After two years | took a Job awaiting trial or settlement there
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Increased

capital and
cash flow am

just downthe hall

And we can prove it Because USCC ot 11 And so should you USCC 15 the
has been proving it to our clients for

largest net recovery senzice in the coun-

t, Copyright 1976

- more than 80 years recovering mil- try with 28 offices nationwide

lions of dollars each year by merchan- Marketing and sales recovery
dising salvable and distressed products The cash flow retention possibilities here
materials and equipment We can do are endless For example, a product or
it for you too, generating additional packaging change creates overlap
cashilowandretaining assets formerly purchase requirements through your
lost channels of distribution Why force

Consider your risk/insurance dealers to buy obsolete products with
management department Chances funds that could increase new product
a-e, if your company experiences a sales and speed up market penetra-
S 00 000 loss on a retained risk it may tion? USCC can merchandise obsolete
be assumed a total loss and written off products through non-competitive chan-
for any one of several reasons That's nets retaining total product integrity
fine But, you can also recover a signif- while protecting for products liability
icant percentage of the loss Usually And we will be creating new avenues
within 30 days The wayto handle your
self-insured loss makes a maior differ- servation

for increased cash flow and asset con-

ence to your cash flow and your risk Minimizing the legal recall costs
reserve There IS always something A sign of the times Product recall As in
left in almost any loss The msurance aself-insured loss, we offer net recovery
industry knows it and takes advantage potential through USCC's merchandis-
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is Nno money coming in. getting a reasonably friendly re- i, the face of his wife-that he had

Borrowing $2,500 from the ception when he went to court. BUt We prepare every Case thoroughly, forgotten what she looked like.
owner of a court reporting firm, Mr. Corboy's reception was es- . . - Leading the blind man to the
Mr. Corboy hung out his shingle pecially friendly. He had the rare JUSt as though we were QOIng to trlal ] Jury box, Mr, Corboy had him

in front of the office of a lawyer knei Ct a |ng e)itremely com raise his smoked glasses so the

egal issues and reducing and this helps us get good settlements "  jury members coutd took into nis

who gave him free rent in ex-

change for court work. It was the them to simple, understandable ags sightless, milky eyes. One of the
right time to become a P.l. law- human issues. | remember several _Phlllp Corboy women on the Jury shuddered.
ver. years ago sitting in a press seat Another was in tears.

For centuries the English com- in a Civic Center courtroom and microphotographs of the offend- to accept them. | don't want my Perheps 95% or more of all
mon law on which our law is watchmg Mr. Corboy win $752,500 ing tool-a reminder as to how client to be a friend of the jury, damage suits are settled before
based has given injured parties for an auto mechanic who had lost several metallurgists brought in but an abstraction " going to trial: Mr Corboy's cases
the right to sue for a wrong, but his right eye when a fragment by Mr. Corboy had damagingly The Jury was obviously moved are bigger deals, so only 80 % are
before the age of insurance it was from an allegedly defective tool testified. “Juries get bored with as the courtroom doors opened settled. But we prepare every case

often impossible to collect How- punch flew into it while he was the incessant legal talk, and | hke and a Seeing Eye dog led the thoroughly, just as though we
ever, with the advent of insurance working on a truck transmission to give them something to look at blind defendant to the witness were going to trial, and this helps
and the many injuries caused by The mechanic, a balding man of while all the talk is going on," box. Mr. Corboy's gentle but us get good settlements,” Mr. Cor-

the industrial revolution, suing 48 who spoke with an Italian ac- Mr. Corboy says. probing questioning lasted a long boy says.

and winning became more com- cent, previously lost his left eye As usual, Mr. Corboy had not time. The injured man told how

mon. in a similar accident and now permitted his client to come to he couldn't sleep at night because The thorough preparation, ex-
was blind court except on the day he gave his eye hurt so much, that he was tending to the building of com-

Toward the end of the 19th Mr. Corboy had transformed the his testimony It is the lawyer's deprived of such simple pleasures plicated and expensive models,
Century, U S. courts even began courtroom into a theater. In the belief that "a jury should not be as walking to the corner store or tends to intimidate the opposition.
allowing relatives to sue for the room's center, leall[ing oil onto allowed to become too familiar even smoking a cigarette for fear Recently, Mr. Corboy sued in be-
wrongful death of a loved one, the elegant rug, was the truck with a client-that sitting in the of starting a fire. half of a woman who sustained
something that had been previ- transmission On easels, where the same room with him for several The mechanic wiped the tears brain damage when the car she
ously forbidden. By the middle of jury could see them, were a dozen weeks conditions the Jury to live from his sightless eyes as he said was driving was hit by a train
the 20th Century a plaintiff was huge and somewhat mysterious with the plaintiff's infirmities and that most of all he missed seeing at an unguarded crossing.

Mr. Corboy hired a De Kalb
modelmaker to construct a 40-

-

foot-long model of the crossing.

-7 - P

=fair- 4> Special lights showed the moon
e — .~ and the hght it cast on hundreds
of points around the crossing. A
-/141/4#3™ black hght source over the entire
——Ae©g-» length of the model produced the
reflection emanating from the

Y shadowed snow.
. The modelmaker even used a

42*E- /Q > inoi

<44+ AS1 114327 = computer at Northern lllinois
-"06.-r-* 3%-rts.- r,2.1 University to calculate the proper

} * % ; A speed of the tiny model train ap-
—i-=T-F Zfkntr. A4 proaching the crossing The cal-
Ff -& 667 . . . R
P culations took intO consideration
147 3 1-4*9+. .

the weight of each box car, the
~CSro-w-14 . type of engine, braking capacity,
and deceleration,
—:efi/32 - :* B - When the model was completed
b *3/LOAT< S Mr. Corboy invited the railroad
- —ft*1> 1 lawyer and three railroad claim
70-41; HAAlAG EMENT agents to De Kalb to inspect the
A~ [ — . model. They were stunned. It
e 2 1 GMS_? o was evident tBI:at the model would

- show how significantly a motor-
ist's vision was obstructed at the
crossing and would influence the
Jury in this highly technical case.

f-,r6 - 13 t. :/ -SCE 1:r The railroad promptly settled

- for $560,000 The model had cost
Mr. Corboy's client $23,000, but

"les

- . it was well worth it. (Mr. Cor-
i . 1..Cf ./ — r- boy pays all expenses if he loses,
o . '1f577 but the client pays them all if
+1 - - r:43/<Fi-- ‘KN Mr. Corboy wins. In typical prep-
aration of a casse, expenses-in-
s cluding such costs as fees for ex-

111' 4 ~

pert witnesses, travel, investi-

'7<11 f 3- 9< f|L#Z &-5:1.-5 ... y . abon, and photocopying-total
ml’, “1 411‘: - -+ «*'_7PY % E l.é %?53%40 th :1 0,000, but tEey haveF;)t/:caiional—
] '7"4« 4: -- T Me ly run as high as $100,000.)
j*-*73.0.&11 '61:.- . --0--rk_:+5--U". f11= 1312* K+ i
= - —IX *52- H3 r. IQ 4 1 Jﬂ - %]f *(A* h - ||| of dollars are so often at stake,

I * . .
3il;.2 ] 1/ 300 « 14'4% e s o oty 5

6 » to infinite pains. Each of the

- f t] FF f I 4 f 0 -- - seven lawyers is responsible for
o " ' anywhere from 80 to 150 cases at

a time for the years before a case

=_--\4%6_A,= 1 2tv:s , D--- f—-f -) / =5=5% is settled or goes to trial. The
= . * young lawyers personally try two-
5 1 /2 3 f thirds of the minority of cases
A i 7 —— e 2 €2 5 3* that go to trial, but Mr. Corboy
. g

/A T — case at daily staff meetings,

sounding like a tough law profes-
-1 sor as he orders his assistants to

ing programs, plus the cost economies or trucks ( individual units or fleets) read precedent-making court de-
of recalling into 28 USCC warehousing through our automotive and equip- cisions and offering streetwise
centersnationwideforregionalinspec- ment department at a greater return hunches as to strategies
hon and expedient redistribution in- than is feasible through tum-back lease As a trial date draws near, Mr,
stead of shipment and redistribution methods Corboy starts reading the contents
from only one manufacturing point Read more about recovery, cash of file drawers, a section at a time,
Product integrity protection for flow protection and asset consenra- memorizing most of the material
product managers Profits and prod- tion We have Just skimmed the surface ("l forget it promptly, just as
uct integrity are major concerns of the of the many services USCC offers cor- soon as the verdict IS reached,
product manager as well as corporate porations in the conservation of assets he says). When a trial begins, he
management USCC strictly adheres to and protection for cash flow To learn rises at 4 a m., a bit earlier than
any required product integnty protec- more about our services wnte for our his usual waking time, in his 12-
lion And. we have proven our ability corporate brochure Risk Management room, white-brick colonial house
to do so in the merchandising of mil- Services, USCC, National Executrve Of- in a north Chicago suburb. Care-
lions of dollars of products, commodities, fices 1400 Busse Rd Elk Grove Village, ful not to awaken his wife, Doris,
matenals and equipment L. 60007 oseE (his four children are all away in
A different approach to leasing college, two of them in law
The decision to lease is often a wise school) Corboy absently chews
one However, lease renewal and ro- on some cold cereal and heads for
tation offers additional cash recovery his elegantly furnished office
opporturuties seldom considered by the Kitty-corner from the court.
lessee In many cases, USCC can mer- Contmued on page 50
Chandise plant emilpment. C[litomobiles Nattoral Executlv. :" -*" - *'-1. 3., - ---1'"B.t" -E k .r, V 1lage !1liros 600C1
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Lawyer Corboy...

Continued from page 49

In the early-morning quiet Mr.
Corboy mulls over the tactics
("Please don't call them tricks")
he will employ that day. The
witnesses scheduled to testify to-
day have been thoroughly ques-
tioned in his office the night be-
fore. Mr. Corboy never uses a
script ("A jury will suspect the
testimony is phony"), but says it
is imperative that both he and the
witness clearly know what the
testimony will be. The witness
will even have been walked
across the street to see what the
empty courtroom looks like to cut
down his or her nervousness.

Mr. Corboy himself is coiled
like a taut spring now, and when
the young lawyer handling the
case arrives at 7 a.m., Mr. Corboy
is likely to be impatient if the
associate shows any hesitation in

answering any questions. But his
tension vanishes as he leaves for
tourt.

In the courtroom Mr. Corboy
has his associate sit with the
spectators, ready to help if needed,
but not at the counsel's table, to
avoid giving the jury the impres-
sion that the plaintiff has a bat-
tery of expensive lawyers. He also
waves away the glasses of ice
water that the bailiff pours for all
the other lawyers. ("The jury
doesn't have water to drink, so
why should 1?" Mr. Corboy asks.)

Picking a jury is an art form.
Mr. Corboy always arrives early,
before the prospective jurors are
seated. "I want to see how they
walk, if any of them limp, if a
man is wearing sandals in mid-
winter, if a woman is premature-
ly aged,” the lawyer says. All this

has meaning to him and to his
client's chances.

"Blacks and Jewish people are
said to make good jurors from the
plaintiff's point of view, and they
are because they know what it is
to be underdogs," says Mr. Cor-
boy. "But do you think | would
take a Jewish man who earned
his living by listening to com-
plaints all day long in a depart-
ment store? Never! He would be
too inured to trouble. For the
same reason | would never take
a black nurse who had become ac-
customed to the pain her patients
suffer. She might take my client's
pain for granted.

"Contrary to the popular view
that plaintiffs' lawyers don't want
smart people on the juries, | want
smart people. The economic issues
in these cases are complicated,
and it takes a smart jury to un-
derstand them.”

With the case under way, Mr.
Corboy makes it a practice to put
on at least one medical witness a

Call us in anyone
of 3l cities.

We're James S. Kemper & Company, an international insurance
agency. We have offices in 31 cities throughout the United States and
Canada to serve your total business needs on a personalized, local
basis. Perhaps that's the secret of our 65 years of success. James S.
Kemper & Company represents a multitude of insurance companies
through which we provide the right kind of programs at the lowest
possible rates. Check your local phone directory for our office and
ask for a free analysis of your business insurance program.
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"Blacks and Jewish people are said to
make good jurors from the plaintiff's

pointof view..

because they know what

it is to be underdogs."

day. "l like to keep the jurors
reminded of the hurt my client
has suffered, but | don't want to
overwhelm them with a half-
dozen doctors one after another,"
he says.

In the court Mr. Corboy rarely
loses his temper except for effect.
One of the times he came close to
it was in the case of a 16 mm.
movie the defense presented
showing his client changing a tire,
The defense's contention was that
the injuries claimed by the plain-
tiff were obviously of little con-

sequence.
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-Philip Corboy

Mr. Corboy was baffled. His
client, an iron-worker, had been
hit or. the head by a five-foot
wooden plank that had fallen 18
stories from a building under con-
struction. The plank had smashed
the man's hard hat with terrible
force, dislocating several verte-
brae and causing possible brain
damage. Calling for a recess, Mr.
Corboy had his trial assistant rush
out to buy a stopwatch. Then
Mr. Corboy had the film played
over for him as he timed with the

watch.

"l saw the light!" says Mr. Cor-
boy. "The film ran only 4 min-
utes 3 seconds-record time for
changing a tire. | put the private
eye on the stand and got him to
admit that it actually took my
client 15 minutes to do the job,
slowly and painfully, and that the
camera was constantly stopped to
shoot selected action. | also got
the private eye to admit that he
had caused the flat tire by delib-
erately letting the air out of the
tire and that he had followed my
client to an employment agency,
where the poor man was then re-
fused a job."

Corboy's turning of the tem-
porarily damaging testimony to
his own advantage brought him a
verdict of $502,400 from the fed-
eral court jury.

Once in awhile, though rarely,
Mr. Corboy makes a mistake. It
is axiomatic in trial work that a
lawyer never asks a question of a
witness when he himself doesn't
know the answer that will be
forthcoming. Mr Corboy broke this
rule to challenge the seeing ability
of an old man with thick glasses
that looked like the bottoms of
two Coke bottles. The old man
claimed to have seen an accident.

"Tell me, sir," Mr. Corboy asked
him on impulse, pointing to a clock
50 feet away, "what time does that
say?" The man immediately an-
swered: "The minute hand says
27 after 11 and the second hand
says 33 after so | make the time
out to be 11:27:33." "No further
questions," said Mr. Corboy, biting
his tongue.

Sometimes Mr. Corboy is not
averse to being audacious and
using the defense's own expert
witness to bolster his case. Mr.
Corboy had filed suit for the wid-
ow of a young laboratory techni-
cian who was fatally burned when
there was an explosion while he
mixed 28 pounds of a presumably
safe, "inert" powder that was to
be used in making Army explo-
sives. Mr. Corboy took the muni-
tions company's hired expert, an
lllinois Institute of Technology
professor, and had him testify that
whenever he handled this "safe"
powder he never mixed more than
a few grams at a time and always
wore an asbestos suit for protec-
tion. The jury awarded $519,000.

Sometimes Mr. Corboy lets the
various defendants fight it out-to
his own advantage. Mr. Corboy
had sued in behalf of Mrs. Joan
Devine of Morton Grove, whose
husband, Jack, was killed with an-
other man when their car was
struck from behind by a trailer
truck operated by the Beatrice
Foods Co. Mr. Corboy sued Bea-

.trice Foods along with Ford Motor

Co., makers of the truck, Bill Boy-
er Ford Inc., sellers of the vehicle,
and National Car Rental System
Inc., owner of the truck.

"The truck driver had said that

his brakes failed," says Mr. Cor-



boy. "l put a Ford Motor Co. ex-
pert on the stand to swear that
there was no brake failure. | let
the jury decide." After a two-week
trial -the jury held only Beatrice
Foods accountable, for the sum
of $1.14 million, the largest
arnount ever awarded by an llI-
inois jury in an automobile death
case.

One reason Mr. Corboy invari-
ably wins is because of careful
case selection. Certain important
elements are involved in a good
case. The victim's pain, mental
suffering, financial loss, and med-
ical expenses are part of the case,
augmented by permanent disabil-
ity and/or disfigurement. "The
pecuniary loss to the next-of-kin
is very important,” says Mr. Cor-
boy. "The money loss of an 18-
year-old student is not too great
-he's usually not supporting any-
one at the time of his death.
On the other hand the death of a
39-year-old president of a com-
pany, with six children, is a big

Of some 750 cases that were
offered to Mr. Corboy last year,
he turmed dowvwn all but the
strongest 220 of them. As a law-
yver's lawyer, Mr. Corboy receives
60% of his cases in referrals from
other lawyers. Depending on how
much time he may have contrib-
uted to a case, the referring law-
yer gets anywhere from no money
to a fifth or a third of Mr. Cor-
boy's final fee. Some clients ask
for money advances from personal
injury lawyers while these cases
are awaiting trial. The lllinois
Supreme Court has ruled this to
be an acceptable practice, but Mr.
Corboy will only co-sign bank
loans that he gets for his needy
clients.

The failure of inflation to abate
makes it passible for Mr. Corboy
to exact ever-larger damage ver-
dicts. Invariably, he brings in unil
versity professors of economics to
testify about inflation. In the case
of Robert Kooyenga, the young
bricklayer who was paralyzed
when the tipping scaffold threw
him to the ground, Mr. Corboy
brought in Prof. Charles M. Linke
of the University of Illlinois to
testify.

In 14,000 words of testimony
Mr. Linke calculated that if Mr.
Kooyenga's salary had risen at the
rate of 5.6% a year (as a brick-
layer's salary had been doing for
many years) at his retirement in
the year 2012 he would have ac-
curnulated lifetime earnings of
$1,849,303. (The average brick-
layer in 1949, for example, earned
only $3,925 compared to $20,000
last year.)

The jurors were impressed by
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the argument.

The jurors seemed even more
impressed when Mr. Corboy in
his final argument countered the
defense lawyer's contention that
an overly generous verdict would
make Mr. Kooyenga a million-
aire.

"l guess if you are made a
millionaire you are happy if you
can't go to the john reguarly, if
you can't enjoy somebody of the
opposite sex, if you can't walk, if
you can't get a job when you have
been trying for three years. You
have to sleep on your side so you
don't get bed sores. You are
wrong. Mr. Hatch. We don't want
a million dollars from your client.
We think we are entitled to $2.5
million dollars. Thank you, ladies
and gentlemen.”

The jury knocked nearly a mil-
lion dollars off Mr. Corboy's de-
mand, but his client had, indeed,
become a millionaire.

And Mr. Corboy, that day alone,
had become half a millionaire. m
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House committee refuses to lift

$30 million oil spill liability ceiling

By JERRY GEISEL

WASHINGTON-With a sense
of drama rarely seen at drafting
sessions, a House subcommitee re-
jected a Carter administration pro-
posal to remove the liability ceil-
ing on oil spills for supertankers.

As part of its action in approv-
ing a comprehensive oil pollution
liability and compensation bill, the
Coast Guard and navigation sub-
committee had to vote three times
before approving a $30 million
limit on tanker liability for oil
spills.

The deadlock was broken after
subcommittee chairman Mario
Biaggi (D-N.Y.) warned that an
open-ended liability could result
in the bill's defeat on the House

floor.

"By removing the ceiling, we
can anticipate severe opposition
on the floor that we need not face
by retaining a ceiling," said Rep.
Biaggi.

The subcommittee also turned
thumbs down on the administra-
tion's request to raise the mini-
mum liability for oil tankers to
$500,000. It opted for a $250,000
or $300 per gross ton limit (which-
ever is greater).

In response to suggestions from
the insurance industry, the sub-
committee exempted operators of
transport and storage facilities
handling less than 1,000 barrels
of oil from having to show evi-
dence cf financial responsibility

to satisfy the maximum amount
( $50 miillion) of liability facility
operators are exposed to.

Under another approved amend-
ment, damaged party claims would
be decreased by the amount the
party's own negligence contri-
buted to the accident (contributory
negligence).

But the teeth of the bill-estab-
lishing strict liability for operators
of oil tankers and facilities-re-
rnains intact.

Strict liability means that if
damage is caused by oil pollution,
the owner or operator is liable, re-
gardless of fault.

To recover under strict liability,
it is only necessary to identify the
polluter. A claimant does not have
to prove that the oil spiller was

Ifwe didit own ourselves,
mabewewouldntsend

somany people throudhthe
College of Bsurance.

negligent or failed to take reason-
able care.

The only liability deienses are
if an incident is caused primarily
by an act of war, a natural phe-
nomenum of an exceptional na-
ture or an act or ommission of

a third party.

In the recent Argo Merchant
disaster, the operators would not
have achieved immunity from li-
ability by arguing that exceptional
weather tore apart the ship be-
cause improperly maintained na-
vigational equipment was a ma-
jor cause of the accident.

The bill establishes liability for
claims in these key areas:

= The costs of cleaning up oil
spills.

* Inj ury, destruction or loss of
property.

- Destruction of natural re-
sources (which can be claimed
only by the fedaral or state gov-
ernment).

- Loss of the use of natural
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So it's not surprising that we look
at our clients and our business in a highly
personal way Or that J&H puts a hefty

premium on talented people.

Randy Roppelt, l.inda Bianco and Alan Levine are

in work-study programs under J&H sponsorship.

The insurance industry is going

As corporate responsibilities increase, risk
managers will be looking for the counsel of people
who are conceptually and technically ahead of the pack.
At J&H we'd like to think we're helping to
attract the best and the brightest to the field
through our sponsorship of young people
in work-study, graduate study, and
self-improvement programs at the

College of Insurance. More people

thanmn any other broker.

These young

talents are important

at J&H. Because they're .
: ieaders-With ideas. The

very ideas you look fon
A The kind that have made us

at Arizona State.

G

to need all the talent it can find and develop.

Gary Rimler of J&H Phoenix, Class of'71,
is finishing his master's studies in finance

, the leading private insurance broker in the world.

Johnson™«iggins

The private insurance broker

Rufus Williams ofJ&H Houston.

Class of'72, received his law

degree in December.

We answer only toyou

RISK AND INSURANCE MANAGEMENT SERVICES: EMPLCYEE BENEFIT ANC ACTUARIAL CONSULANG THROUGHOUT THE WORLD

resources.

* Loss of earning capacity be-
cause of destruction of property.
For example, oyster fisherman
could file for damages if an oil
spill destroyed oyster beds.

As reported earlier, the bill
establishes a $200 million fund to
serve as a backup mechanism to
pay injured parties if the respon-
sible party can't be identified or
is insolvent.

A damaged party first would
have to ask the alleged oil spiller
for compensation. If the alleged
spiller denied responsibility, the
claimant could seek compensation
from the fund or file suit in fed-
eral court.

Once a suit is filed, however, a
claimant could not seek compen-
sation from the fund.

The bill now goes before the
full Merchant Marine and Fish-
eries Committee. Hearings are ex-
pected to begin in early May. -

$47.5 million

awarded to

Anaconda

WASHINGTON-A major vic-
tim of the Chilean government's
1971 nationalization of foreign
mining properties will receive
$47.5 million from the Overseas
Private Investment Corporation
(OPIC) for insurance claims re-
lating to the expropriation.

Under the terms of the settle-
ment, which were announced last
month, Anaconda Co., a wholly
owned subsidiary of Atlantic
Richfield Co., will receive a $47.5
million cash payment from OPIC.

In addition, OPIC, the U.S. gov-
ernment agency that provides po-
litical risk insurance to American
investors in developing countries,
will receive $27.5 million of prom-
issory notes acquired by an Ana-
conda subsidiary from Chile under
a 1974 compensation agreement.

OPIC also will guarantee pay-
ment of a $47.6 million portion of
Chilean notes acquired by another
Anaconda subsidiary under an
earlier settlement with Chile.

Anaconda's agreernent with
OPIC represents the final settle-
ment of claims relating to the ex-
propriation of its three copper
mines in Chile.

Prior to the Anaconda settle-
ment, OPIC and its predecessor
organization, the Agency for In-
ternational DeveloRment, had paid
or guaranteed rnore than $246
million to investors in settlement

of 60 insurance claims. m
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Frank J. Baldassare, a UAC adjuster with 20 years of a djusting experierce makes a damage evaluation of a fast food restaurant.

We provided claims services formore
than 1,200 customers last year.

Only two years ago UAC had 850 customers. Last year
we handled over 1,750,000 claims for over 1,200 insur-
ance companies and self-insurers. We're growing big-
ger. And we're growing better.

With 3,700 specialists at hundreds of locations, we have
the resources to handle both high-volume routine as-
signments and complex special cases.

Whetheryou areaclaims manager, risk manager, agent
or broker, we stand ready to help with responsive, pro-
fessional service tailored to your needs.

3" OT

a subsidiary of The Continental Corporation

As long as you have a need, we'll be there.

For more about UAC and a copy of our Self-Insurers
brochure, contact. Marketing Department, Underwriters
Adjusting Company, 27 Cedar Street, New York, N.Y.
10038.

UAC's Special Reporting Services for SeN-Insurers:
No-charge Incident Report System. Selective Claims
Reports. Tailored Statistical Reports includjng Cumu-
lative Claims Analysis, Loss Fund Summary, Contract
Year Summary, Accident Type Summary.

We are where you need us.

YdgeLlLIU CAplU11116 £CLUVCiJ FUD-

For More facts =ircle 26 on reply cird



54 / business insurance, April 18, 1977

56 / business insurance, April 18, 1977

Claims from heart drug hit U.K. fir-

By JOHN H. MILLER

LONDON-Product liability
problems are hitting the big U.K.
conglomerate Imperial Chemical
Industries because of the side-ef-
fects of its heart drug Eraldin.

Sufferers may get between $4
million and $5 million dollars in
compensation for blindness, deaf-
ness or skin disease which have
affected 800 people between 1970-
1975.

Though the drug has now been
withdrawn from use except for
emergency heart treatment in hos-
pitals, it has left a trail of liabil-
ity problems which only began to
come to light two years ago.

Seven years of pre-launch test-
ing failed to suggest any harmful
consequences from its use. The
drug was then marketed in the
U.K. and many other countries
with the approval of the British
Drugs Safety Committee.

Only the U.S. and Canada re-
fused authority for its use, partly
because it had not passed the car-
cinogen requirements. It is esti-
mated that more than 500,000 peo-
ple have used it harmlessly, in-
cluding elderly patients suffering
from heart trouble or asthma

which it alleviates.

But 10 people have died. The
drug can have an adverse reac-
tion in a limited number of cases
for reasons that are still unclear.

Claims ranging from $2,000 to
$40,000 are being met voluntarily
out of If.l.'s corporate funds, as
the group wants to avoid protract-

New safety exam
start is delayed

CHAMPAIGN, ILL.-A two-
level examination for the safety
professional certificate will be
inaugurated in the fall of 1978.

The board of certified safety
professionals announced that it is
delaying the implementation of the
new test six months. The present,
single examination will be avail-
able two more times-in October
1977 and May 1978-for persons
who prefer to take that ewamina-
tion.

Applications to take the present
exam must be received by June
1, 1977, and Jan. 1, 1978.

The new two-level exam re-
quires the applicant to pass a
basic core test as well as a second
examination in engineering, man-
agement or comprehensive man-
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ed litigation, although it does not
admit negligence.

Substantial cover is held in the
U.K. insurance market for any
product liability problems of the
I.C.l1. group, but underwriters have
not yet been called on fer pay-
outs. It is expected, however, that
this could happen if any costly
lawsuits are won against the com-
Ppany.

The situation recalls the tha-
lidomide tragedy which ended in
an agreed payout by Lloyd's of
about $6 million towards the costs
of the Distillers Company in its
$40 million settlements to 433 af-
fected children in Britain.

LONDON-Surveys of major
fires costing $250 miillion in losses
in the U.K. in 1975 reveal that the
engineering industry was the
worst-hit in these outbreaks.

Textile firms were also heavily
involved, according to figures re-
leased by the British Fire Pro-
tection Assn. for insurers.

Forty percent of the blazes were
apparently started deliberately.
More than 60 % of the fires in the
whole country occurred after nor-
mal work hours and storage areas
were the rnost vulnerable parts of
affected premises.

Other industries where expen-
sive outbreaks occurred were
leather goods, furs, clothing, foot-
wear and electrical engineering.

LONDON-Premiums levied by
the U.K.'s government-run Export
Credits Guarantee Department for
business firms wishing to insure
against non-payment of foreign
orders are to raised.

They will be hiked to 32 cents
per $100 for short term business,

covering goods sold on up to six
months credit, which reflects an
increase of eight cents on existing
rates.

For longer term business, cov-
ering up to five years credit, they
will rise from 73 cents to 83 cents
per $100.

Financial secretary Robert Shel-
don told Parliament: "The in-
creases are due to adverse world
trading conditions over the last
few years. We need to keep an
adequate reserve level in relation
to the continuing rise in claims,
but there will be no further in-
crease for the next two years."

The department, which in 1975-
76 insured U.K. foreign trade to
the extent of $16 billion, protects
exporters against non-payment of
bills by overseas buyers. But it
has to operate on a commercial

basis, with no cost to public funds,

so keeps its ratings in line with
existing monetary requirements.

Premium income totaled near-
ly $ 120 miillion, and claims
reached $80 million, leaving re-
serves of last year's operations
at $500 million.

LONDON-Both U.K. and for-
eign employers of labor on off-
shore oilfields under British con-
trol in the North Sea are now be-
ing reminded that they must take
out liability insurance for at least
$2 million pounds sterling to cov-
er any claims arising out of any
occurrence to their employes.

The insurance is intended to
cover any claims for bodily injury
or disease contracted through such
employment, in keeping with reg-
ulations which have applied for
more than seven years to land-
based industrial and commercial
premises throughout U.K.

Penalties up to $350 a day can
be imposed in the courts for any
breach of these regulations. -

The more you know about loss prevention, the less your business could lose.

The Hartford
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Effective use of London markets

defeats product liability woes

WASHINGTON-The National
Tire Dealers & Retreaders Assn.
beat the growing product liability
insurance problem for its members
last summer by effective use of
the London markets.

Ironically enough, the associa-
tion was practically desperate
right up until the time Lloyd's
came through with a policy priced
inexpensively compared to the
rates the group had been hearing.
AnNnd, to add a further irony, the
group's subsidiary association, the
Tire Retreading Institute, had
moved to establish a captive in-
surer in the Cayman Islands to
underwrite coverage which wasn't
forthcoming from any other mar-

kets.

All the feasibility studies had

been done on the captive by Ebas-
co and by Fred S. James & Co. at
a cost of about $15,000. The asso-
ciation insurer was established and
set to go. Spurring this hectic ac-
tivity was a notice of non-renew-
al by the Institute's previous un-
derwriter of product liability cov-
erage for the tire retreaders,.and
unsuccessful attempts by the as-
sociation’'s insurance agency,
NAIM in Jacksonville, Fla., to
draw quotes from any of nearly-
200 carriers approached.

The hundreds of members of the
Institute were also concerned
about the premium rates to be
charged for product liability in-
surance even if a carrier could be

found. The product liability in-

surance progrann begun 12 years
ago by the Institute for about 100
of its members initially cost one
cent per retreaded tire, but rates
rose rapidly. Three years ago the
rate reached 7.5 cents per tire for
$1 million in coverage. The group
had replaced its insurer several
times over the years, but claims
were "always relatively low," ac-
cording to Philip Taft, director of
the Tire Retreading Institute and
coordinator of the several insur-
ance programs.

When the insurer warned early
in 1976 -that it didn't want to re-
new the policy at any price, the
underwriter said that if it did stay
on the account the rate would
have to jump to 20 cents per tire.

Rathmell & Co., based in Hous-

ton, saved the day. Rathmell got
Lloyd's to underwrite the product
liability insurance for 600 tire re-
treaders at a rate of 10 cents per
tire, provided the Institute mem-
bers participate in the safety in-

spection program run by the In-
stitute.

The rate of 10 cents per tire is
considered low. More retreaders
are joining the program all the
time, said Mr. Taft, pointing to
participation by 600 out of the In-
stitute's 875 members. The pro-
gram generates annual premiums
between $600,000 and $700,000.
(The parent association, NTDRA,
has 4,000 tire dealer members.)

"Part of what sold this pro-
gram,” Mr. Taft is convinced, "was
the inspection program we have.
We have our own field force to
inspect at least once a year every
member's operation, to check the
retreading process being used and
overall operation of the shops.”

Lloyd's has designated its own

The trucker was righton
schedule when he made his usual
roadside stop for coffee. Which is

exactly whatthe gangof hijackers waitingthere was
countingon.

Then the gang struck the same fleet's trucks
again, costing the fleet's owner hundreds of
thousands of dollars in lost cargo.

But after being alerted to the crimes,

The Hartford's loss prevention service suggested
some measures that put an end to those hijackings.
We recommended drivers alternate their rest stops so
hijackers wouldn't know where tostrike. And we
also suggested drivers make their first rest stop

at least 100 miles from their terminal. Because it's
harder to hijack a truck on the open road than

inside a city's limits.

Our loss prevention counseling
recommended other ways the fleet could improve
security, such as using its billingcomputer to keep
track of a driver's estimated time of a r<rival.

The result of this loss prevention counseling?
Besides stopping the hijackings, it also helped lower
the fleet's insurance rate. Proving that when losses
go down, rates don't have to go up.

Every business can use loss prevention.

Fleet owners, manufacturers, wholesalers,
retailers, contractors-or whatever business you're
in-can benefit from loss prevention. Because a
loss prevention program finds better ways to help
you prevent thefts, injuries, accidents, and lawsuits.
It can also help you avoid costly business
interruptions due to fires or accidents. And can helF1
improve employee morale-and productivity.

At The Hartford, there are no set solutions
in designing loss prevention programs. Each one is
tailored to the specific needs of a business. In the
case of a fleet operator, our recommendations may
improve security on the road and at terminals. We
may suggest conductingour unique 3-D Driving

Program to help improve driver skills. Or perhaps
our survey will show a need for changing equipment
maintenance procedures. And in all cases, our
conclusions can serve as an objective appraisal of
your present program. Something that one of your
employees can't easily do.

Our experience shows.

The Hartford hasover60yearsof experience
in designing loss prevention programs for virtually
every type of business. We also have over 500
loss prevention experts on our staff, located through-
out the country. Chemists, engineers, plus experts
in product liability, transportation, construction,
health care and fire safety. We also conduct
industrial hygiene studies and even operate our own
Environmental Sciences Lab which analyzes
industrial pollutants.

It adds up to the kind of preventive help
businesses of all sizes need but can't always afford
on their own. Which is why more of them are
asking for The Hartford's help-and getting results.

The insurance policy that doesn't cost extra.
The Hartford's loss prevention counseling

comes with every commercial policy we sell.

So besides getting protection, you get help when

necessary. Help in establishing controls

fawsusanerostprofits=And your

business can get this help regardless of size.

See how lossprevention can make
a difference in your business. Just contact your
independent Hartford agent, who's listed in the
Yel low Pages.

Do ittoday. Afterall, wouldn't you rather
get help than get hurt?

The best protection is prevention. 6&9

THE HARTFORD

The Hartford Insurance Group, Hartford. Connecticut 06,115
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New York-based law firm to han-
dle investigation and defense of
all claims, said Mr. Taft. He didn't
have data on claims experience in
the first year of this new program
because only 10 months have
passed, but he feels overall experi-
ence has been good. -

New policy
is aimed at

small firms

HARTFORD-Small employers
can now buy a new hospital med-
ical plan from The Travelers In-
surance Cos. which includes home
health care coverage in all states.

Called Med Pac, the plan cov-
ers second surgical opinions, home
health care, post-operative out-
patient care, full maternity bene-
fits, premium waiver in the event
of the death of an insured and
an automatic inflation factor.
There is a $50 deductible on the
home health care portion of the
coverage. Travelers will pay 80%
of actual expenses for as many as
80 visits a year by a recognized
honne care agency.

Benefits other than home health
care increase automatically by 5 %
every other year for 10 years.

The firm also introduced a dis-
ability income plan offering a $500
per month benefit for persons
earning under $10,000 a year.
Called Pay Pac, it is designed for
people whose LTD needs would
largely be met by Social Security,
but who need short term coverage
until they can establish Social Se-
curity eligibility. The coverage has
a $ 10,000 accidental death benefit
and will pay $50 for a routine
medical check-up every two years
after the policy has been in force

For orme yvves=ar . 1

Work comp

extension
abandoned

SACRAMENTO-California has
abandoned the concept of extend-
ing workers' compensation insur-
ance to occasional baby sitters,
yard workers and other casual
household employes.

Gov. Jerry Brown has signed a
measure designed to correct major
problems in a 1975 law which re-
quired workers' compensation in-
surance to cover on the job in-
juries for all domestic employes.

The most serious problem in the
1975 law was that only owners of
buildings were required to obtain
coverage. Tenants employing do-
mestic workers were not required
to find insurance.

Insurance company executives
pointed out that under the new law.
thousands of domestic employes
could be left unprotected' against
injurieg suffered working for. em-
ployers who had no coverage.
They also warned the state itself
might be required to assume lia-
bility for them under its uninsured
employers' fund.

The California- Workers' Com-
pensation Institute will re-activate
its committee on household. work-
ers' compensation to help the in-
surance industry adjust itself to
the terms of the new law.

The new law requires- coverage
only for household employes who
work at least 52 hours and earn
at least $100 from a single employ-
er during any single quarter.

The new law also removes the
prior law's distinction in treatment
of employes of owners of buildings
and employes of tenants of build-

-Er ey = _ —



Ever wonder,*ho pays
for all those lasuits

yodve been reading about?

the right to sue is
basic to the American legal

system. But lately there's
been an enormous

increase in the number of

liability claims. For example,
medical malpractice claims
have been soaring, and
a similar trend is now
appearing in products
liability.
And not only has
the number of claims been
escalating, but the amount
of money involved has been
increasing dramatically too.
These are some of the
reasons why you and every-
one who buys liability
insurance must pay
higher premiums.

Insurance, after all, is of handling them.That's why your
simply a means of spreading risk. insurance premiums have been
Insurance companies collect going up.
premiums from many people and No one likes higher prices.
compensate those who have losses. But we're telling it straight.

The price of insurance must
reflect the rising cost of paying CRUM&FORSTER
for those losses and the expense INSURANCE COMPANIES

THE POLICY MAKERS.

Administrative Headquarters: MorrisTownship, New Jersey 07960

Ever wonder when someone was going to
tackle the issues of the day that affect your business?
Crum & Forster is running messages like
this in a continuing campaign in national consumer
publications. All of the advertisements explain
how the insurance system works and
why premium costs are going up.



PE SPECTIVE

A quiet revolution is changing

central station alarm operations

By James A. Synk

Senior vp
ADT Security Systems
New York, N.Y.

ROUBLERRY JHEhought.of being

named Tildesley devised and later marketed
commercially, a rudimentary alarm sys-
tem consisting of a set of bells joined to a
lock. If someone were to attempt to use a
skeleton key to compromise the lock, the
bells would ring.

Since these beginnings in the early 1700s,
burglar alarm systems have become in-
creasingly sophisticated, adapting man's
best available technology to help solve an
old problem: The need to protect life and
property. Today, the need for effective pro-
tection is greater than ever.

Out of every 10 crimes committed in re-
cent years, nine have been directed at
property. The list of offenses is a familiar
one, including burglary, robbery, pilferage
and incendiarism. Together, they add up
to ever-increasing losses for American busi-
ness, especially the insurance industry, and
a formidable task for law enforcement agen-
cies and the alarm industry.

One of the most effective forms of prem-
ises protection has long been the central
station alarm system, since it first evolved
into its present form just before the turn
of the century.

Basically, a central station is a manned
reception point at which incoming alarm
signals are received, after being actuated
by sensing equipment at the protection site
and transmitted to the station over alarm

grade communications lines.

At the central station, trained security
operators receive, record and act upon in-
corning emergency signals that warn of
burglary attempts, holdups, incipient fires,
and a wide range of other problems that
could result in losses.

For anyone involved in property insur-
ance, the foregoing information is basic, as
is a knowledge of the various grades of
alarm service as determined by Under-
writers Laboratories.

What many insurers, corporate security
directors and others involved in the broad
area of risk management and premises pro-
tection may be unaware of, however, is that
central station operations are beginning to
undergo a radical change.

During the past few years, the most sig-
nificant advance in central station history
has been quietly taking place. That change
involves the application of electronic data
processing to central station operations.
With its lightning-fast information re-
trieval, massive processing capabilities and
"hands off" automatic control capabilities,
the computer is providing benefits to alarm
system users, to companies such as ADT
supplying alarm services and, ultimately,
to property/casualty insurers who have a
very obvious stake in premises security and
life safety.

The benefits of central station automation
via the computer are many, and generally
fall into the following groupings:

= Increased efficiency

- Greater integrity

- Affordability

Central stations are receiving points for
a heavy volume of incoming information.
In some large city locations, signals will be
received from as many as 4,500 separate
locations, generally reaching peak volume
in the morning hours when protected busi-
ness locations are opened and later in the
early evening when they are closed for the

This information, well over 90 % of it
routine, requires fast and accurate response
by central station personnel, although only

1 -r--/_
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a small fraction of the incoming data indi-
cates actual alarm conditions. For the most
part, these signals tell central station op-
erators that a subscriber's alarm system
has been turned on at the close of business
or turned off the next morning.

In the conventional central station, these
signals must be manually acknowledged
and logged-in by the operator. At the same
time, he matches it with his record of the
location's predetermined schedule of open-
ing and closing times for any irregularity.

At an automated central station, these
procedures are handled automatically by
the computer, which matches the incoming
signal to data stored in its memory. The
"ring back" to the subscriber, indicating
that the signal had been received, is swift
-often within 15 seconds-and the trans-
action is automatically logged by the com-
puter and recorded by a high-speed printer.

All alarm system information on a given

Joint pooling plans

— = /

The new station
An incoming emergency signal re-
ceives immediate attention from a

central station employe utilizing a
CRT. Ir addition to the alarm, the

computer can provide the g.ard wth
all the information he needs to contact

 police.and e unis.Jhe sostemm.is

location-covering a week, month, or even
a longer period-can be retrieved swiftly,
with the computer delivering on command
a printed record detailing system activity
-routine and emergency-during the spe-
cific period.

By thus being freed from the minute-by-
minute chore of handling routine, scheduled
signals, the operator is able to devote the
greater part of his attention to non-routine
signals-the ones that warn of potentially
loss-producing emergencies such as intru-
sions, holdups, beginning fires, stoppage
or malfunctions of automated procedures
and other hazards.

As actual emergency signals are re-
ceived at the automated central station,
they are flashed on a CRT-cathode ray
tube-by priority so that the most urgent
ones may be acted upon first. Naturally,
fire alarms, holdup alarms and related life

safety s:gnals take priority, followed by
intrusion signals and others. Each signal
continues to be displayed 111 the screen
until the operator follows up on it. virtual-
ly eliminating chances that 2 signal will
become ulost.”

To act on an alarm, the opera:or simply
types out an access code on a keyboard and.
within a fraction of a secor.d, she CRT
screen begins filling with :he most im-
portant information he will need’' The
address of the endangered location, the
telephone numbers or retransmission codes
of nearby police or fire facilities, the home
numbers of the subscriber and others to be
contacted, the approximate "time out:’ it
will tak€ to reach the location and perti-
nent facts about the premises.

Because the computer provides this criti-
cal information instantly anc Lccurately:
operator response is swifter and more ef-

Continued on following T age

Product liability cover-up underway

By Robert E. Fischer

Assistant vp.,
Zurich-American Insurance Cos.

Chicago, 111.

—I— HERE's A COVER-UP in the making

in the product liability field-a cover-
up that would hide the true costs of prod-
uct deficiencies behind a screen of joint
underwriting associations, reinsurance pools
and assigned risk plans.

The insurance industry has an important
role in the current product liability crisis
to keep visible the costs of compensating
victims, under the present tort liability
system. This compensation is funded large-
ly by product liability insurance.

It is the high costs associated with pro-
viding this compensation that have focused
national attention on the problem of prod-
uct liability insurance. To diffuse these
costs is not to defuse the basic problem.

In recent years, improvement in design
and quality control in manufacturing have
assumed a higher priority than at any time
in our history. Consumer activists such as
Ralph Nader must be given some credit for
this impetus, but their effectiveness has
depended on the courts, which have created
strong financial incentives to make pro-

Robert E. Fischer
is the commercial
underwriting man-
agerofZurich-Amer-
ican Cos. Since join-
ing the company in
1962, his responsibil-
ities included zone
underwriting audits
and large lines risk

underwriting.

The courts, buttressed by regulation,
have, in effect, created an expanding de-
mand for absolute product safety. One re-
sult is sharply increased product costs, re-
flected both in more money spent on mak-
ing products safer and higher product lia-
bility insurance premiums. For a market
system to function efficiently, these costs
must be apportioned back to the con-

The responsibility of the insurance in-
dustry in this is its traditional one, the as-
sumption of risk. The insurance industry
should be willing to assume the manufac-
turer's risk in selling the product that is not
absolutely safe, but is as safe as can rea-
sonably be expected.

ANd for this, premiums should be
charged that are Arier]l1}Ate--AflerniAtp tn

provide for loss costs and related expenses
as well :s adequate for reasonable profits
for the service and the capisal at risk. It
is essential that the insurance industry re-
spond to the product liability problem in
this manner, for any other course will c.s-
tort the rroblern itself.

If the current product liability cornpen-
sation system needs changing, hiding its
costs will only delay its ultimale correcti)n
while weakening the insurance industry in
the process. The consumer musi understand
that the costs of a product include the costs
connected with the right to sue the manu-
facturer.

The socner the consumer realizes the full
cost involved, the sooner he will make -he
fully informed decision as to whether or not
he is willing to pay the costs of the current
product liability system and the costs of
absolute Eafety.

Various avenues have beer m*pped out
for the insurance industry to follow to al-
leviate the product liability problem, in-
cluding ioint underwriting associations
(JUASs), assigned risk plans and reinsur-
ance facilities, All of these merely hide the
real proliem, shifting it into -he lap of Lhe
insurance industry.

All a JUA does is provide a market by
spreading risks more evenly over the en-

TrmtimiZ, O rrmm f,11 i« Nn.Nno
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they should have been foreseen, but | am
SPEAKING OUT wholly aware that hindsight is wonderfully AI arms

accurate | know, too, that problems en-
- countered in this kind of construction have
NO easy answers exist  mooameeiom e s
y resultant revision of standards by the clas-
sification societies -t
Moreover, the type of heavy weather loss
- . mentioned above is comparatively rare.
I n a n e r S a e y I S S u e S Most marine casualties are caused by hu-
man error. Every collision, for example, in-,
volves a failure on the part of somebody
By Peter Downes en disruption to American economic life. and accidents of this kind can happen to
Consequently, an even larger segment of the best run companies Most landsmen fail
the population will be unable to make ends to realize that a ship has no brakes Once
American Trading & Production Corp., meet. a ship is committed to a certain course, it
Baltimore, Md. Consider, too, the nature of maritime just keeps going and if there IS anything
losses In the early 1950s the General San in the way It gets hit. Corrective action may
MPUTATION IS NOT a recommend- Martin left Bahia Blanca for Buenos Aires be attempted but it must be done in time
Aed cure for a headache As Alexander and disappeared. This was akin to a trip or it Will be futile.
Pope so correctly said, "A little learning is from Boston for New York San Martin
a dangerous thmg." At one time or another was no dinghy but a brand new 15,000 GRT Nevertheless, it is said that ilf there were
we all learn that when trouble spots exist cargo ship, which was wholly seaworthy more inspections this would ensure that
the best cure 15 to eradicate them at the In the fall of 1975, a bulk carrier left such ships are at least seaworthy Inspec-
source. Thereupon we are apt to yen like Wisconsin for Cleveland and sank with all tions by whom9 Is it being suggested that
the Red Queen, quite reflexively, "Off with hands while enroute. She displaced 26,000 current standards are inadequate, and if so,
their heads!" The trouble with this 19 that tons, was deemed seaworthy in every re- what criteria have been adopted to deter- Cont:nued from preced:ng page
it may create more problems than it cures. spect and had a competent crew. However, mine adequacy? Or IS It being suggested ficient, reducing the chances of mistakes or
We get this kind of reaction whenever since she was carrying iron ore pellets in- that classification societies are negligent, misinterpretations. What': more with the
there iS a tanker casualty Among some of stead of crude oil her loss "didn't get the However, it is still insisted that there computer taking er the Job 12 record-
the reactions are those that demand an normal adverse publicity." Indeed, most are far too many casualties and under- keeping-including logging-m the oper-
immediate conversion to double-hulled people who have heard of her would nev- writers should do something about it Per- ator's response-an accirate 6-ronicle of
tankers and the barring of all foreign flag er have done so if Gordon Lightfoot's bal- haps there are too many casualties but | activity is created

Manager of Insurance

tankers from U S waters, or alternatively lad had not made it on the hit parade- have not measured the volume of casualties One requirement at ADT's 11) Under-
restricting the entry of such tankers to "The Wreck of the Edmund Fitzgerald." against the total number of marine casual- writers Laboratories-approved central sta-
strictly delineated classes And then Just over two years ago a tank- ties so | do not know how far out of Ime tions is for periodic tes:ing of alarm sys-

A recent Business Insurance editorial er dropped a propeller in the Indian ocean they may be As to underwriters increasing tem transmission 1-nes, both direct wire
suggested more inspections and more rig- Fortunately, the ship was towed safely Into their rates, thank heavens that marine un- and McCulloh circuits, the 12:ter being
orous action by underwriters It is perhaps Durban, but can you imagine what would derwriters still underwrite We all share in roughly the equivalent if a par y hne
worth commenting on some of these re- have heppened if a full gale had beer. blow- general hull rate increases, of course, and Yet another routine, but r ey critical,
actions. ingp The ship would have turned turtle and not long ago deductibles were mandatorily function that the computer assures in the

sank without another sound And it 15 im- Increased Nevertheless, an owneFs expen- automated central station m checking the

First, it will be necessary to import 011 portant to bear in mind that the ship was ence still governs the final rates integrity of transmission hnes to help guard
and oil products into the U S throughout wholly seaworthy so far as could be de:ect- Has anybody gone to their friendly against compromise attempts, nzafunctions
the foteseeable future Large segments of ed until the casualty occurred Nevethe- neighborhood broker lately with a lousy and other problems that could Impede sig-
the population depend on such imports less, if this ship had sunk would there not experience and managed to keep the same nal transmission In a conventicnal central
for their Jabs, to heat their homes, to run have been outcries that safety matters had ratesp And has anybody looked at the cost station, this operaticn is conductfc manual-
aircraft, trains, cars, trucks and buses As not been attended to and that there was of excess liability insurance compared with ly In the automated station, It becomes
we learned during the 1973 embargo, even negligence m some respect otherwise the just a year ago? And has anybody compared another function of the computer The re-
to reduce these imports damages the econ- ship would not have sunk9 "They that go the cost per ton in the clubs compared with sult is that this process is conducted with
omy severely And when we talk of dam- down to the sea in ships and occupy their five years ago') In either case underwriters a high degree of assurance and, nportant-
aging the economy we talk of damaging business in great waters" still pursue a very are out to make a profit and the clubs must ly, on a much more frequent k asis

peoples' lives, people who are laid off from hazardous undertaking. cover their costs In some clubs supplemen- By way of contrast, m a c lventional
their Jobs or who have to close their bum- tary calls have been upwards of 100% central station, direct wire systems are
nesses. Now see here, you may say, we are not The point of all this is to insist that point- tested on the average of once every three

Consider the suggestion that all tankers really thinking of ships like the ones you ing a finger at classification societies and hours, and McCulloh circuits once every
be double-hulled The fact is that most have mentioned We have in mind those the underwriters IS too simplistic an ap- four hours At an alL.toma:ed cen=ral station,
tankers do not require double-hulls. Some super tankers that blow up for no good rea- proach. This situation and its ramifications this time is cut dramatically to ince every
do, such as LNG carriers, where the space son and ships flying funny flags tna, are are far more complex than this and will not hour and two hours, respectivel-
between the hulls IS filled with refriger- poorly maintained and badly manned. be solved by dry-docking ships a few more
ant In the first place there are not that many times and by doubling msurance rates Per- Where the very highest possible level of

The proponents of such an action would super tankers Other types and sizes far haps underwriters and surveyors can do line security 15 needec, additional safe-
probably put a time limit on changeover outweigh them But it is agreed that super something Perhaps they can insist that each guards can be applied One ad:anced ap-
One wonders if any thought has been giv- tankers' huge cargoes alone have a deves- ship carries certain equipment and be ade- proach now available 13 the UEe of elec-
en to the economics of such an undertak- tating ecological impact in the event of dis- quately crewed. But having done this they tronic devices to generate pse izlorandom
ing Will ships with a useful remammg life aster, and new construction of this type did cannot prevent owners and crew from being codes transmitted in synchrcnization be-
have to be scrapped and will the owners give rise to problems that were not fore- negligent or stupid, and yelling "off with tween the central station and tt e protected

be able to afford to do sop In other words, seen | am quite unable to guess whether their heads" accomplishes nothing - location Practically imlicssible - 3 duplicate
will they be able to pay of their mortgages9 because they don't repeat themselves in a
Also, where will one be able to find ship- normal lifetime, these electronic codes help
yard space to build new ships in any quan- assure the highest available E Murity for

. . . - L alarm systems at high risk locations that
tity? If the new construction is to be sub- P d t I b I t N
sidized, the U S government will insist ro u C Ia I I y Cove r u p include ban.k vault.s, lewelry stores and
that ships be built in American yards, and governrhent installations. i
there is just not that many yards in ex- Continued from precedmg page costs of the product safety compensation The final, but by no means least impor-
istence tire insurance industry ?f t%ose risks are system It would hide the true cost of the tant, reason behind automation of central
a drain on the assets of the mdividual in- product from the consumer and society in stations is the cost of service dlarm sig-
Presumably, it will be insisted that all surers, the JUA only guarantees the drain general ) ) nal transmission lines, as supplied by the
foreign flag carriers be similarly double. will be equitably spread to all participating The key role for the insurance industry nation’s telephone system, are becoming

hulled, if not, they will be forbidden to companies, weakening the whole industry in response to the product liability crisis is scarcer and more costly With the computer

enter American waters Thereupon, the and hiding the true cost of produc: de- to provide a market for all deserving risks, as its nerve center thé automgted central
foreign flag carriers may Just tell us to ficiencies charging a premium adequate to“support a station is able to make Jse of telco trans-
stick it in our ear Indeed, there are some ssigned risk plans were designed to be free enterprise insurance system. Only in mission means other than alarm-grade
legislators who want to recommend that the industry's response to its social obliga- this way will the true and total cost of the lines to hold th(_-:; Iinle on Lisin costs and
all foreign flag carriers be barred anyway tions to assist a few risks that need Lnsur- product be determined, , decreasing avallabllity if this 1 -ansmission
regardless of the quality of their ships ance coverage, but could not find it on the Is this too passive a role for the insur- medlun_"l' ) o

_These are hardly practicable sugges- open market They are not intended to op- ance Industry'), What about reform in the Additionally, by effectively permitting
tions, but these and others like them are erate in competition with the voluntary tort s¥stem9 Restrictions on the contlngent the use of other modes cf transmission, the
being made in all seriousness Apart from market ee systemo State of the art defenses against automated central station is abl E to provide
any other consideration, however, the U S claims of defective products? A statute of alarm seivice to a oroader gecgraphic area
flag fleet would be quite inadequate to do When viewing the product liability prob- limitations for product liability? This is an important corsideraten as cities
the Job that would be demanded of it- lem, we must distinguish between com- These are a few of the possibilities for continue to spread beyond -teir older

there are Just not enough ships Already plaints about availability and price Nu- alleviating the current problems in this downtown cores into more distailt suburban
this winter the law forbidding intercoast- merous surveys have indicated that rela- area And | am not suggestmg that insur- areas. ,
al trade by foreign carriers has had to be tively few businesses have been denied ance companies and insurance industry urrently, automated Dentral rations are
waived in certain instances since there product liability coverage, but many are groups should not continue to examine in operation in the New York City area,
were no U S. ships available to carry fuel finding the cost of coverage has Increased these ideas for reform and work with re- Houston, Baltimore an j Mort.eal Before
011. If recommendations such as the fore- substantially Of course, assigned risk plans sponsible elements in the legal professions, the middle of the year, anothe- automated
going are enacted then with what will you are not intended to solve the problems of rerglulators Ieglslators, consumer groups and central station will gc on-lins in Wash-
. . . anufactur&rs to bring about desirable ington. In coming months, sti-l more auto-
run those factories and home heating fur- price.. . ted central stations_inclu.in: those of
naces that depend on imported oil-tomato Reinsurance facilities, another suggest- changes. ma - ’ .
oup? o ed "solution,” would only serve to disguise But if we allow the true costs of the cur- ADT and.other companies m th.e alarm in-
nd there IS one further economic inn- the ﬁroblem_by spreading the birden rent system to be swept under the rug, the dustry-will commence operat in m other
pact to be considered During this winter throughout the insurance system The m- pressure to bring about meaningful change cities, marking a transnion to a new era of
a sizeable segment of the population could evitable transfer of the financial burden to will disappear, and the Insurance industry electronic protection service, the results of
not afford to pay utility and fuel bills insurance buyers through such mechanisms and its customers, particularly the major which wnll benefit not only tte alarm in-
Changes that are being pressed will tend to would serve only 1o pile the costs of run- industrial customer, will be left to paythe dustry, but also alarrr system users and
raise fuel costs even more, as well as threat- ning a reinsurance facility on top of the price of the cover-up. - thes<iivheinsure them. )



TheThird Country National.

When it comes to getting insurance,
he's The ManWithout aCountry.

= Bl Because, he can't get adequate
insurance coverage in the
country where he works, in his
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Panel avoids specific
product liability plan

By JERRY GEISEL

WASHINGTON-A House sub-
committee shied away from any
concrete set ot proposals to deal
with the product liability crisis
during hearings this month.

The subcommittee on capital,
investment and business oppor-
tunities did make what it called
"observations" on the problem. At
the same time, the subcommittee
poked holes in frequently-pro-
posed remedies.

Subcommittee members sug-
gested that specific legislation was
still in the future. However, one
interesting proposal would provide
tax breaks for self-insurers.

A mechanism to provide rein-
surance through the Small Busi-

64'ehea o In kiefiet

ness Administration, a proposal
that has won a measure of support
in the Senate, came under fire for
"diminishing the impetus to find
a real and long-lasting solution”
to the problem.

Rep. Ronald A. Sarasin (R-
Conn.) warned of the steep costs
of "making certain that those
who were insured utilized proper
product liability prevention tech-
niques."

Instead of a federal reinsurance
pool, Rep. Sarasin and other sub-
committee members appeared to
be lear-ing toward an approach
allowing manufacturers to sue em-
ployers who failed to keep factory
equipment in good operating con-
dition.

"We are going to have to shift

#1:-*44

the burden more from the manu-
facturer to the employer,” said
Rep. Willis Gradison (R-Ohio).

Legislation that would allow
machinery makers to pull negli-
gent employers into product lia-
bility suits would serve two pur-
poses, Rep. Gradison said.

"It would encourage employers
to be safety conscious, thereby
improving j ob safety"” and it
would "remedy an existing in-
equity whereby a manufacturer
bears the burden of an injured
worker's claim" regardless of
how an employer maintained
equipment.

But Rep. Sarasin admitted that
any legislation allowing manufac-
turers to sue employers was far
from "problem-free.”

While providing immediate re-
lief to manufacturers, it would
push workers compensation costs
up and increase both suits and
litigation, Rep. Sarasin said.

There was little disagreement,

though, about enacting a statute of
limitations. Although committee
members declined to give a spe-
cific figure, a consensus did emerge
to define "more precisely the
length of the period of liability
expogure.”

Other suggestions tossed out
during the hearings were not new.
Several subcommittee members
favored legislation removing lia-
bility from equipment modified
from the time of original sale.

But one approach rarely men-
tioned previously would allow
firms that self-insure for product
liabili,ty a tax deduction for an-
nual additions to their reserves.

In addition, the subcommittee
urged the government to change
its purchasing policies in which
contracts are denied to those firms
that "lack name-insurance” to
cover product liability suits.

At the end of the hearings, the
subcommittee staffer warned that
specific legislation wouldn't be dis-

cussed for at least two months, m

1" 4104't hare tl ellalige (elif%e.

AEtna's National Accounts Department
learned a long time ago when you design
and price your product properly, you can
maintain a consistent market in good times
and bad. That's why when people call us
"conservative", we smile and agree whole-
heartedly.

But a knowledgeable risk manager expects
more than an attitude. /Etna Life & Casualty
delivers a broad range of services to its na-
tional accounts. Ten strategically located
regional offices staffed by full-time special-
ists put high-level expertise and decision-
making ability near at hand where it belongs.
And without sacrificing the intimate knowl-
edge of your operation that comes only with
sustained personal contact.

Because your account manager and his team

are in constant touch with your people, little
problems can be found and corrected before
they become big ones. And AZtna's country-
wide network of branch offices with claim
and engineering facilities is available to help
supply quick local action when you need it.

AEtna has developed a National Accounts
operation that's fast, mobile, flexible, and
foresighted. One you can depend on to do
the job whatever your organization requires
or the economy dictates. If this is the kind
of outfit you want handling your risk pro-
gram, talk td an AErna agent or broker

about us

It doesn'r have to be today. After all, we'll

be around tomorrow.

You get action with AEtna

LIFE & CASUALTY

Drop in to see us at our hospitality suile at the Hilton

Product suits

widen lead

in Chicago

CHICAGO-Product liability
suits filed in the six-county Chi-
cago metropolitan area in the first
three months of 1977 surpassed by
31 % the number of malpractice
suits filed in the same period.

The lllinois Insurance Informa.
tion Service reports that 152 prod-
uct liability suits were filed from
Jan. 1 to March 1 compared to 116
malpractice suits.

In 1976, product liability suits
filed in the Chicago metropolitan
court complex outnumbered lia-
bility suits by only 12; there were
868 produt liability suits filed and
856 malpractice suits filed. That
was a 13 % increase in product
liability suits compared to 1975
and a 25 % decrease in malpractice
suits compared to 1975.

Commenting on the increased
number of product liability suits
in Chicago and adjacent suburbs,
Thomas F. Reynolds, general man-
ager of the lllinois Insurance In-
formation Service, said, "It would
appear that product liability cov-
erage now is to beome the new
'deep pocket' to be targeted by
the personal injury specialists.”

He suggested the slowdown in
malpractice action in the Cook
County courts could be attributed
to two primary factors: "Doctors
and surgeons are developing a re-
markable record in winning de-
fense verdicts in Cook circuits
courts... and counter suits filed
by targeted doctors against plain-
tiffs and their lawyers in malprac-
tice actions may be causing some
second thoughts in the personal
injury bar.”

Malpractice suits filed against
lawyers in the Chicago six-county
area more than doubled in 1976
compared to 1975. In 1976, 93 suits
were filed against lawyers com-
pared to 43 filed the previous
year. The lawyer-defendants lost
in the three attorney malpractice
suits that were decided, the ser-
vice said, quoting the " Cook
County Verdict Reporter.”

Although malpractice suits in
general are declining in the Chi-
cago area, the lllinois Insurance
Information Service believes they
are growing in Downstate lllinois.

In product liability cases down-
state, the service notes "the de-
fense is successfully resisting un-
meritorious actions, with four
major not guilty verdicts.”" m
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If you take serious fire precautions, we'llsave you serious money.

HPR. It's insurance on a Highly
Protected Risk. And it's available to
larger properties that are
sprinklered. And either protected

by watchmen or by supervised
alarm service.

| f you qualify, we're a good bet to
save you money on your property
insurance. And if you don'tqualify,

one of our professional fire pro-

tection engineers can show you
what it takes.

We're the largest non-pool writer
of HPR.

Ride with one of the strongest
outfits in the business. Ride with

the Kemper Caval ry.

Call the people who cover your territory.
Your independent agent or broker who
represents us. Or write Pete Standbridge,
Sales Manager, Kemper Insurance Companies,
Long Grove, lllinois 60049.
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64 / business insurance, April 18, 1977

At fast growing Pay 'N Save

Benefit

By HARRIET KING store every two weeks with the the company has paid out $85,000 handle it, as it pays so much for

resuM that the company ran a in claims. "During the first year, glasses, frames, so much per lens,

SEATTLE-"Pay 'N Save" is a

dynamic, fast growing company

hodgepodge of benefit plans. it is hard to have money because for examinations and that's it.

So, in the year since Mr. Sims the newly insured people all rush The turnaround time is fantastic,”
he said. .,
As a rule, the plan pays $25 for

one year than some companies department employing five persons girl working on it for a half day an exam, $30 for frames, and $16

and we've been able to make more was hired, he has: out to get their needs taken care

changes in employe benefits in = Created an employe benefits of," says Mr. Sims. "I now have a

have made in 10." to handle the company's 7,000 em- every day. per lens. The average claim is for
That's the assessment of Roger ployes. $80. The plan does not pay for
L. Sims, lured from a job as an - Established a self-insured vi- "But we save on cash flow. We con,tact lenses unless it is medi-

employe benefits consultant with sion plan covering 4,000 employes don't transfer funds until they are cally necessary. "We want to pro-

Johnson & Higgins in February with no assistance from insurance needed. We also don't pay monthly vide eye care, not cosmetics," he

1976 to set up an employe bene- companies or consultants. checks in premuims, nor state pre- added.

fits department at Pay 'N Save. - Merged three pension plans mium taxes: and we don't need to The plan covers all non-union

The company, with $417 million and one profit sharing plan into hold excessive reserves. At this

one defined benefit plan.

stores, management and some
union stores that requested the
coverage. And, he feels that over-
saving 50%%." all his plan "is as good or prob-

Mr. Sims says the vision plan is

in sales last year, is one of the point, although it is difficult to
Started analyzing an admin- pinpoint exactly, I'd say we're
istrative services only (ASO) con-

tract for medical/dental benefits.

largest drug, apparel, hardware -
and sporting goods store chains in

the West. ably better,” than union plans. For

Last year, the company opened The self-insured vision plan be- easy to administer. "You don't claims generated by employes in

or acquired on the average a new gan May 1, 1976. Since that time, need a lot of claims expertise to Pay 'N Save's Canadian stores, the

Industrial Risk Insurers
Ishere, overthereandeverywhere.

2. Flags are symbolic of the territory we cover. When our
U. S.-domiciled insureds expand their operations
overseas, Industrial Risk Insurers is
ready andable toprovide their
property coverage, overseas.
We insure numerous firms
domestically and internationally,
including many FORTUNE 500
5 E companies, withtotalliability
= 31> , exc1eeding $350 billion.

4 Industrial Risk Insurers has
« , -J the ability, strength, stability
f and capacity to deliver a
j world of experience toward
preventing losses and to
=-.*- _j provide unquestioned financial

protection when they occur.
An association of 451eading insurance
companies, Industrial Risk Insurers
specializes in providing underwriting and
engineering services related toindustrial,
oil, andpetrochemical properties around
the world. From ourhome office in
Hartford, CT, we work through leading

independent agents and brokers.

Tolearn more about Industrial Risk
Insurers, just send us the coupon with
. r your business card for acopyof our new
Capabilities Brochure. Who knows, it might help
you cover the gap between here and over there.

Industrial Risk Insurers

1®,+C,0*,SUR:Ng, +,:0c.+,. (CIR O,,.=Mx,",)

F.C. Powers, Director of Publications t
Industrial Risk Insurers, 85 Woodland Street, Hartford, CT 06102 1

Please send me your new Capabilities Brochure, which tells the
complete story of Industrial Risk Insurers. My card is attached. 9
Namp

manager revitalizes program ----212

Roger L. Sims

payouts are in Canadian currency.

"l didn't need outside consul-
:ants when setting up the vision
plan,” he continued. "l got some
claim forms to use as guides and
that's about it.”

He also changed health and wel-
fare brokers. "We asked several
:0 prepare bid specs. We wanted a
regional house to cover cur needs

as we are a regional company," he
said.

Pay 'N Save operates 169 Pay
'N Save and Bi-Mart Drug Stores,
Lamonts Apparel stores, Sports-
Land and Sportswest sport:ng goods
stores and Yard Birds general mer-
chandising stores in Washington,
Oregon, California, Idaho, Utah,
Alaska, Hawaii, Canada, Nevada
and Wyoming.

"A committee of three persons
from Pay 'N Save selected Fred S.
James & Co. as our broker, based
on written proposals and oral
presentations,” Mr. Sirnms said.
"We were all in agreement on who
did the best job.

"In our proposal, we asked who
the broker would assign to our
account and how much ctter busi-
ness that person handles. We didn t
want to end up with the person
who handles the Boeing Co. cr
Weyerhaeuser Co., where we'd be
a poor sister. We wanted to be an
important account.

"l knew that initially 1 needed
a broker to help straighten us oit
and told them that the first year
we would lose money for them be-
cause of the amount of work
they'd have to do. But | felt there
was long term potential." The re-
view of different brokers took

about two months.

"Then we had pension plan
problems,"” says Mr. Sims. "We
had two plans, hourly and salary,
and a recent acquisition, Bi-Mart
Stores. had another.

"We then rewrote all three to
conform to ERLSA and gct all as-
sets m just one bank. Then, the
Yard Bird stores in southern
Washington that we acquired had
pmfi: sharing, so we merged that
plan and got the profit sharing
money into our bank.”

The most difficult part was
merg.ng the profit sharing into
pension benefits "
didn't want them to lose the bene-
fits. We ended up with a 'greater
of philosophy. If a person quits
who was in profit sharing, he can
elect that balance as a pension. It
took a tremendous amount of work
with attorneys to get it straight-
ened around," Mr. Sims said.

Before Mr. Sims' arrival, claims
and accounting were in two dif-
ferent departments "which was
ridiculous," he said. "Now cur em-
ploye benefits department handles
accounting and payment of claims.
Before | came, the company basic-
ally just had an insurance clerk.’

The way Pay 'N Save handles
claims is different from most, he



said. "Many companies have their
insurance company process the
claims-but not here. AIll health
and welfare claims come here and
we certify eligibility here. My as-
sistants can spot areas like coor-
dination of benefits.

"We send the claims to the in-
surance company and they mail the
check back here. We then mail
the check with a cover letter to
the store, where the employe
works. The store manager then
hands the oheck over to the em-
ploye.

"Our company philosophy is to
let them know that we, not an
insurance company, are doing this
for them. It takes a lot of time
to do this, but it strengthens the
bond between the company and

its people.

He is looking at an administra-
tive services only contract for
medical/dental benefits and "we
are quite close to making a deci-
sion on this. We see the advan-
tages of a substantial savings in
reserves and in premium taxes.
An ASO plan also helps cash
flow.

"We need to have our legal
counsel look into it, but we could
save quite a bit of money if we
can keep an exact zero balance.
Then, if say we need $8,000, we
transfer the funds that day,"” Mr.
Sims said.

"Our experience is favorable in
medical/dental, although most
companies are losing their shirts.
But it may be because we employ
a lot of young people who tend
to have a high turnover.”

Mr. Sims also recently put into
effect an upgraded long term dis-
ability plan. "It includes more
management types, especially
those we get in new acquisitions.
It also includes a higher maxi-
mum. It was a maximum of
$1,000 a month or 60% of salary,
but now it has a $3,000 maxi-
mum,"” he said. "It's also inte-
grated better with Social Securi-
ty benefits."” Altogether, his de-
partment offers 13 or 14 different
plans.

Of his full time staff, one per-
son handles all accounting and
payroll deductions; another han-
dles vision care and pensions; a
third health and welfare claims.

In a recent reorganization, the
person Mr. Sims reports to also
was changed. Pay 'N Save hired a
man to handle the entire human
resources staff of the company,
including human relations, per-
sonnel, labor relations and em-
ploye benefits.

"A lot of companies handle
employe benefits as a part of
personnel. But | resist this; | say

The people who know

how to handle it in

ALBUQUERQUE

are
SOUTHWEST INSURANCE AGENCY
504 Second Street, N.W.

247-1021
SEE OUR AD ON PAGE 7

it conflicts with a prime function
of personnel which is to make
people happy. | buy benefits and DUB MARTIN & CO.. INC.
try to control costs, so one of my
major goals is to save money."
Because the company's benefits ) .
are so substantial, Mr. Sims says, Managing Excess/Surplus Lines General Agents
they can be used as a public re-
lations tool. "A panel of people

Orville D. Jones

from our personnel department C. Locke Thompson
can then go talk to new employes, Senior Vice President Senior Vice President
such as the people at the stores o .

. ] Administration Casualty
we acquired in Nevada, and tell
them we have medical, dental and
vision. The employes seem recep-

ploy P Robert B. Creel Florence Masters Carol McRae
tive to this.”™
He must also deal. with health Vice President Vice President Vice President

maintenance organizations getting Property Trucking Casualty
underway. "It's inevitable that
HMOs will come in. We have
there or four that have called 711 Corrigan Tower Area 214-748-0853
or written us. The way it looks
now, if | had to go to one, I'm Dallas, Texas 75201 Telex 73-0245

inclined toward Group Health
(Group Health Cooperative of
Puget Sound)-it's better than Member Texas Surplus Lines Association
any other in this area and | know
the people there.™ -
For more facts circle 17 on reply card

‘Companies
dont need

product liability

iINsurance:’

These could be
famous last words.

Every product manufacturer is exposed to pro- Product liability claimshave increased 10-fold in
duct liability claims. the past 10 years, and average courtawardshave

risen more than seven-fold.

The Consumer Product Safety Act of 1972 has

been interpreted by the courts to mean that the If you cannot obtain product liability insurance
manufacturer can be held liable for damages from your regular sources, have your broker or
without proof of negligence...if the consumer agent talk to NAS. We have the markets to write
was using the product in a normal fashion. product liability insurance.

There isnosign that the consumersorcourts will Ask your agent or broker for our information Kkit.
ease up on filing lawsuits or exacting penalties. Or write for one today.

Yes, send me your Product Liability Insurance Kit.

Mr. S. Aronson Mr. Tom Cath
NAS Insurance Services, Inc. NAS Ltd.
' ' P.O. Box 54831 Hartford Plaza
Los Angeles, California 90054 100 South Wacker Drive
Area code 213-451-5988 Chicago, lllinois 60606

Area Code 312-782-3401
NAMF
FiM Tim F
ADDRFSR
cITY STATE 71P

TELEPHONF
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Can biorhythm cut losses”? Expert answers yes

By TOM WALSH

COLORADO SPRINGS-Can

risk managers predict with ac-
curacy the days when their work-
ers are most likely to fall victim
to an industrial accident?

Yes, says Russell K. Anderson,
a retired safety engineering con-
sultant. Mr. Anderson, once presi-
dent of the now-defunct firm of
R. K. Anderson Associates of
Rutherford, N.J., has been chart-
ing industrial losses for nearly
20 years.

The tool he uses is biorhythm.
And although some see biorhythm
in the same light as astrology and
numerology, corporations have
been experimenting with it to
reduce exposures to expensive in-
dustrial losses.

Based on the theory that re-
curring physical, emotional and

intellectual cycles govern each

individual, biorhythm simply
shows where a person stands in
relation to that cycle on any
given day. Certain days in each
cycle are considered "critical”
periods when individuals are vul-
nerable to physical, emotional or

intellectual letdowns.

Even more dangerous, accord-
ing to the theory, are days when
two or more of the cycles are
"critical” at the same time.

"Biorhythm can't predict a
damn thing,” the 68-year-old Mr.
Anderson explained. "What it
can do is give you a warning
that you might not be capable of
doing a certain task on a certain
day. If you were running an air-
line, you might have charts done
on your pilots and not allow pilots
to fly on days when they are at

critical periods.

"If you go back and analyze
information about the pilots in-
volved in many recent air trage-
dies,"” he said, "you'll find that
not only, in most cases, were the
pilots’' biorhythms showing a cri-
tical period, but also the co-
pilots’'. And if you don’'t think
the airlines know about bio-
rhythms, just try to get a pilot's
birth date from them following a
crash. It's very difficult.”

Mr. Anderson believes skepti-
cism, coupled with a tendency to
see biorhythm not as a deterrent
to accidents but as a prediction
device, have limited commercial
application.

"What happens is that you pre-
pare charts for employes of a high-
risk industry and then time
passes and no accidents occur,”
he said. "Then management feels

there's no value to it and dis-
misses biorhythm as a loss pre-
vention tool. Well, if you were
predicting accidents on every
critical day, there would be an
awful lot of accidents-that's not
what biorhythm is for. A person
could probably go through a
whole year without having any-
thing adverse happen to him on a
critical day.

"So," Mr. Anderson said, "what
I do is ask these people to put
the charts away for awhile-not
look at them. Then, when there
is an accident, to pull them out
and see where the biorhythms are
for the persons involved. In nine
cases out of 10, those involved
will be critical on that day. That's
how people become believers-
by going back and matching their

critical periods with accidents,

CREATIVE
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injuries or faulty judgments.”

There apparently are some cor-
porate believers, although few
wish to discuss biorhythm pub-
licly. A recent study of corpora-
tions using biorhythm as a loss-
prevention tool conducted by the
National Safety Council encoun-
tered resistance from companies.

That study did disclose:

= United Airlines used bio-
rhythms for ground crews at a
San Francisco maintenance facil-
ity. That experiment has been
discontinued, and United claims
that biorhythm was never used
to schedule work assignments.
"We do not have any hard data
that will indicate that the bio-
rhythm program had any effect
on our ground safety perform-
ance," United officials said.

- Allegheny Airlines has dab-
bled with biorhythm, but won't
discuss its program.

= Proctor & Gamble once in-
stituted a biorhythm program at
its Charmin bathroom tissue plant
in Green Bay, Wis. Employes are
forbidden by the company to talk
about the program.

- Exxon apparently believed
in biorhythrn enough to issue
safety reminders on critical days
for 900 employes of a Daytown,
Tex., plant.

= Pfizer Inc. conducted an ex-
perimental biorhythm program for
12 years and findings were used
to rotate production workers.
Safety manager Aldo Osti told the
National Safety Council that acci-
dents dropped 60%, but admitted
that the reduction could be the re-
sult of job rotation alone. "Thirty
percent of the aceidents were on
critical days," Mr. Osti sadd. "So,
| guess you could say I'm 30% be-
liever, 70% skeptic and 100% in-
quisitive."

I The largest analysis of bior-
hythmic data shows no correlation
between critical days and acci-
dents. The Workmen's Compensa-
tion Board of British Columbia
analyzed 13,285 lost-time accidents
occuring during the first quarter
of 1971. "The evidence over-
whelmingly supports the conten-
tion that accidents do not have an
increased Hkelihood of occurring
on Ibiorhythm critical days. We
found no correlation between crit-
ical days and occurrences of acci-
dents," the board said.

The reluctance of corporations to
discuss application of biorhythm
to their industrial safety programs

comes as no surprise to Mr. An-
derson.

"l am not able to divulge the
names of the firms | used to work
up charts for," he said, "even
though some of them haven't been
running biorhythm programs for
years. There's a real problem here
both with the question of liability
and with the unions. If a plant is
operating with a man who is
working on a critical period and
he becomes involved in an acci-
dent, he might be able to prove
negligence on the part of the plant
if the safety people knew he was
critical that day and they still let
him work.

"And then the unions come in
and say, "Well, if today is partic-
ularly hazardous for this worker,
then he should have the day off
with pay.’' In cases where the
unions have pressed this point, the
companies have often backed out
of their biorhythm programs. For
these reasons, | think, you'll find

many companies soft-pedaling
their involvement with bio-
rhythm.

Mr. Anderson feels that bio-
rhythms should be used only in
highly hazardous industries, such
as chemical and metal works.

"I'd only recommend it in areas



where you knew that a serious ac-
cident would be far-reaching in
the plant and would go beyond
the person directly involved in
cassing the accident or allowing it
to happen," he said.

His firm once instituted a bio-
rhythm-based safety program in
an East Coast chemical plant after
two reactors "went through the
roof" and two boilers burned out.

"Every one of the workers in-
volved, and also the guy in charge,
was critical," he said. "After that,
we made up charts for all em-
ployes who were involved with re-
aetor operation. When their charts
indicated critical periods, they
were switched to nonhazardous
jobs. So, an effect, the plant had
two workforces. In the seven years
I had that plant, there wasn't an-
other accident as serious as those

first ones.”

Mr. Anderson is not surprised
that some experiments with bio-
rhythm as a loss-prevention tool
have ended in apparent failure.

"When | first heard of bio-
rhythm | though it should work
for predicting industrial accidents,
so | checked 50 accidents and
found that half of them occurred
on critical days," he said. "l was
not impressed, so | went back and
rechecked all my figures and
charts and found out what a lousy
mathematician | am. Redoing all
the charts pxperly brought the
average up to 80%. Then | ran a
check on 300 accidents, and the
average was about 90%. A later
analysis of a cross-section of 1,200
chemical, metal and textile acci-
dents saw the ratio climb to more

than nine out of 10.
Office visits

may increase

NEW YORK-Agents may find
it cheaper to stop off at the office
before calling on a client as of
next month.

Revenue ruling 76-453, a re-
cent Internal Revenue Service
issuance makes it likely they will
consider a trip from. home (pro-
vided it is not also the office) to
a client no longer deductible,.ac-
cording to an item in the Febru-
ary Insurance Newsletter, a quar-
terly publication of Peat, Mar-
wick, Mitchell & Co. If the em-
ploye is reimbursed for such
travel, that is subject to with-
holding tax.

Auto travel is deductible now
only when the destination is a
"distant city", en route between
clients, on overnight trips, and
between office and client (when-
it is not also the home.) -

The people who know

how to handle it in

LOUISVILLE

NAHM, TURNER, VAUGHAN
& LANDRUM
29th Floor, First National Tower
589-6070

SEE OUR AD ON PAGE 7

"It's very difficult-in fact |
think it's impossible-to get an
accurate biorhythm chart with a
computer. Many of the companies
experimenting with biorhythm
have been depending on computer-
generated charts. It's no wonder,
at least to me, that their results
don't shine very favorably on the
use of biorhythm in their safety
programs.”

Since he retired more than five
years ago to live quietly ,in the
shadow of Pike's Peak, Mr. An-
derson says he has received more
inquiries than ever for informa-
tion and materials needed to com-
pute biorhythms.

"My recent bout with congestive
heart failure and my analysis of
my biorhythms and my pulse,
blood pressure and temperature
on critical days has convinced me
that an awful lot of lives could be
saved if doctors and nurses in in-
tensive care units knew where the
biorhythms of each patient stood,"
[ amm B —— = =——m <8 _ —
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Attention! Consultants - Administrators - Agents - Brokers

STOP LOSS PROTECTION

for

CORPORATIONS AND TRUSTEED HEALTH & WELFARE FUNDS
THAT HAVE OR ARE CONSIDERING A

SELF INSURED GROUP HEALTH PLAN

AGGREGATE AND SPECIFIC EXCESS COVERAGE AVAILABLE FOR QUALIFIED
GROUPS WITH AS FEW AS 150 EMPLOYEES
CONTACT STEVEN P. STUCKY; C.L.U. —=
GROUP VICE PRESIDENT
THE LAFAYETTE LIFE INSURANCE COMPANY
LAFAYETTE, IN. 47902 (317) 474-3416
For more facts circle 13 on reply card

A question the Mass Mutual Pro thinks you should ask
before you accept just any Employee Benefit proposal:

Doesit

deliver whath
expected?

If you're buying a fringe benefit package on
»4 , «', the basis of a proposal alone, the coverage
..." - you get may nottum outto be whatyou
,- . really need and expect Because chances
are it's a canned proposal, the kind many
5 . ' group insurance companies crank out in
quantity. And tell you irs right for you
because it was right for other companies
like yours. Not so. Because a canned pro-
posal usually doesn't provide answers to
important questions such as:
Is the major medical maximum
O Q adequate? , . _
Are the benefits sufficiently flexible to
cope with changing conditions?
What effect will"stop loss.pooling", -no
,:. loss-no gain" and "integrated disability
. benefits"have onthe costof your plan?
With Mass Mutual, it's different When
1 You're handed a proposal, you'll find a
= Mass NMutual Pro behirnd it.
A Pro who speaks your language
while communicating the latest ideas
B in fringe benefits. A Pro who will tailor
coverage to accommodate a com-
o pany with as few as ten employees.
A Pro who will tell you not only what
. . you can exreect, but egually important,
/,- .* what'you can't expect
A Pro representing the elite com-
pany in the business of retire-
ment life, health, and
disability benefits.
Look behind the proposal.
i Look to your Mass Mutual Group
Representative.

MassMutual
-4, i, SeeThe Pro BehindThe Proposal

©Massachusetts Mutual

Ufe Insurance Company,
Sprindfield, Mass.

For more facts circle 12 on reply card
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london line

Lloyd's chairman eyes
European cooperation

By JOHN H. MILLER London.
"It is impossible to avoid the
LONDON-The failure of other  5ncjusion that forrns of protec-
European nations to welcome the tionism in European insurance

London international insurance markets are the reason for this,"
market dismays Sir Havelock he said in an interview on the

Hudson, chairman of Lloyd's of  risks facing the industry in the

Market

coming months. "We must all de-
vote ourselves in 1977 to ensuring
that we have much to contribute.
They are quite wrong if they
think they have much to fear
from us.”

He also opposed a scheme to
nationalize the seven maj or Brit-
ish insurance companies, even
though Lloyd's would not be af-
fected because of its unique posi-
tion.

"The London insurance market
is still the center of wcrld insur-
ance. It is of vital importance to
the UK that it continues in this
role. Therefore nobody at Lloyd's
can remain indifferent to the

threat to nationalize these major

kfi,rf: 7 Tightening Up?

We have the capacity to help you

write millions on a wide range of prop-

3 erties. Each offering is considered on

merit - whether it is sprinklered or

inon-sprinklered, protected or unpro-

i tected, combustible or non-combus-
j tible. You benefit from a single prop-

7/, ertypolicybacked by over $21/2 billion

Uotalz ZiNQ UK f-Cpapined assets o

I

us practi

16 strongarinem-

loss

j 17*r,/ Prevention recommendations and
programs designed to help reduce

loss of property and profits.

CONTACT A MEMBER COMPANY: American Manufacturers
Central Mutual - Employers Mutual Casualty - Grain Dealers
Indiana Lumbermens - lowa National - Lumbermens Mutual Casualty
The Lumbermens Mutual - Merchants Mutual - Michigan Millers
Michigan Mutual - Millers Mutual - Pennsylvania Lumbermens
Pennsylvania Millers - Unigard Mutual - Utica Mutual

For more facts circle 14 on reply card

IRM

INSURANCE

— = -
IMPROVED RISK MUTUALS
15 North Broadway
White Plains, N'Y 10601
Atlanta - Chicago - Dallas
Detroit - Greensboro
Los Angeles - New England
San Francisco

companies.

"One of the factors in the domi-
nance of the London market is its
great capacity to absorb a large
part of the world's requirements
for insurance and reinsurance.
There must also be a capacity to
accept large lines of business."

Sources note that although dele-
gates called for insurance and
bank nationalization at last fall's
Labor Party conference, no con-
crete steps have been taken by
Prime Minister James Callaghan.

Robert J. Kiln, one of Lloyd's
leading non-marine specialists,
says prospects are good for han-
dling the large flow of U.S. busi-
ness. Mr. Kiln has compiled an
interesting analysis of monetary
trends.

Previous figures show that, on a
sterling basis, world-wide premi-
um income for non-marine under-
writers reached 541 million pounds
at Lloyd's in 1973, and moved well
over 630 million pounds for 1974.
That compares with 570 million
pounds in 1973 and substantially
more than 640 million pounds in
1974 for marine and aviation
(with trading accounts for the lat-
ter year still to be closed).

But though the two markets are
historically separate, the gap be-
tween them has to be looked at
from a new and significant stand-
point in 1974 if there is a sudden
spread of non-marine require-
ments, he suggests.

Mr. Kiln, who is on the Com-
mittee of Lloyd's, pointed out: "I
don't think everybody understands
the peculiar position of these two
markets in relation to their sepa-
rate business. The share of marine
and aviation risks at Lloyd's rep-
resents a very significant part of
world business.

"But the share which Lloyd's
currently has of non-marine in-

Maybe what hetakes home in his brieicase isn': work.

His employees respect him. His co-
workers consider him conscientious.

He's a good father and a good
husband. He's the average embezzlen

How do you stop him? It isn't easy.

But you can protect your company goes home tonight.

Ask your agent or broker to get you
all the facts about F&D's Honesty
Insurance. Do it before everyone

from a damaging loss with adequate
Honesty Insurance from F&D.

+ 151981208

Nation's leading bonding experts

Baltimore, Maryland 21203
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come is so small as to be less than
1 % of relevant world business.
So there's an almost infinite pos-
sible increase in this percentage if
a situation occurs where the major
markets in any other country have
to reduce their capacity.

"Let me put this in terms of
the present situation. After 1974
the U.S. domestic markets were
forced to cut back on the amount
of business they could accept. So
Lloyd's share of U.S. income could
have risen from 1 % to 2% or even
3%. If that happened, its non-
marine income could double in a
year, but this is not possible to
anything like the same extent for
marine and aviation markets.

"I'm not saying that if non-ma-
rine underwriters had an infinite
capacity that their premium in-
corne would necessarily rise to
that extent, but the potential is

there.”

Mr. Kiln believes the non-ma-
rine market will continue to ab-
sorb its share of "desirable busi-
ness" in 1977. Lloyd's has offered
improved terms in liability classes
in the U.S., with underwriters
able to dictate their conditions in
many sections, and good demand
for both insurance and reinsur-
ance from the U.S. continues.

The dernand for property in-
surance has been equally notice-
able, but there is still competition,
as many companies have turned to
this sector to replace "longer tail"

business.

"It seems to me we won't see
any dramatic change to intensive
competition for U.S. busiriess un-
til, perhaps, 1979-80 but this will
probably not be true of reinsur-
ance and certain physical damage
classes," Mr. Kiln forecast.

"On the reinsurance side no
major catastrophe has happened
in the U.S. for some time, at any
rate up to the start of 1977, and
so business in this line should
be profitable. But competition for
physical damage reinsurance is in-
tensifying.

"Most companies in the U.S.
have had their financial stability
weakened after the disastrous ex-
periences of 1974-75. They're go-
ing to need several years of prof-
itable underwriting to put their
surpluses in a healthy situation.

"It must be remembered that a
stock market depression like that
of 1974 would have a profound
effect on their ability to write
business.”

Confirmation that growth in
non-marine business from U.S.
sources is likely to be maintained
in 1977 comes also from Peter
Miller, of Lloyd's Insurance Brok-
ers' Assn., who said:

The people who know
how to handle it in

SAVANNAH

are
PALMER & CAY

622 Drayton Street
234-6621
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"The trend in this sector is still
reflecte din under-capacity for the
ousiness we're offered, but we are
doing all we can to expand the
London market's capacity.

"Any U.K. broker materially
active in the North American
market should be looking forward
to continued growth in the coming
nonths.

"There has been an enormous
increase in the flow of non-marine
business from the U.S., and there
is a view in the market that this
flow will be kept up in the fore-
seable future. It is felt that the
potential deline which tradition-
ally follows such a big flow of
business is unlikely to occur so
drastically as in previous cycles
or in the immediate future.”

Rating levels for non-marine
business are therefore moving in
line with proper underwritint at-
titudes and there is no sign yet of
capacity being satisfied.

But problems in both the avia-
tion and marine markets are re-
flected in the over-capacity which
is still coming from many parts
of the world. On aviation, Mr.
new equipment will be delivered
Miller said, "It appears that little
during 1977, and it will not be
until 1978 that there will be large-
scale replacement of the first gen-
eration jet aircraft by the- second
generation wide-bodied airplanes.
This will bring its own problems.
For there will be a smaller num-
ber of units to be insured, but
with significantly higher values.”

Mr. Miller, chairman of Thos.
R. Miller & Son (Insurance) brok-
ing group, feels the London mar-
ket will have to compete nard to
hold its share of the marine mar-
ket.

Reduction in the amount of
laid-up tanker tonnage as world
freight rates improve may help to
sustain the marine insurers opera-
tions.

"Premium volume for laid up
vessels is clearly much reduced
compared with the situation when
tankers are fully employed and
the amount of laid-up tonnage has
been cut from 50 miillion dead-
weight tons to 30 million, al-
though supply and demand for
tankers seems unlikely to balance
itself out again until 1980" he
said.

"The gloomiest side of the hull
insurance market is the enormous
drop in the volume of tonnage of
all kinds of vessels currently un-
der construction, as it has fallen
from 257 million tons in 1973 to
119 million last year, though the
number of ships being built has
roughly stayed constant.

"The biggest money spinner of
all in the marine market is oil-

Agent's license
revoked in N.M.

ALBUQUERQUE - Richard
Cottrill of the Richard Cottrill In-
surance Agency has had his li-
cense revoked for two years by
the insurance superintendent here
for violation of the state's unfair
insurance protection act.

The revocation was effective
April 15.

At the hearing, insurance su-
perintendent Kenneth Moore also
ordered Mr. Cottrill not to be con-
nected with an agency, business
or corporation in insurance during
that time.

Mr. Cottrill pleaded guilty to a
four-count misdemeanor charge
as part of a plea bargain agree-
ment in which he testified at a
grand jury investigation.

Sentencing for Mr. Cottrill's
guilty plea has been set for June.
The agent faces a maximum fine
of $800 or 240 days in county jail,
according to his attorney, Frank

CC oo lerr o | an o

drilling, but supply of rigs is now
exceeding demand, and premium
volume from that source may
drop as well."

Contentions that Britains econ-
omy can adversely affect its posi-
tion in dealing with international
insurance were answered by Mr.
Miller. "Well over 60%of foreign
premiums are received and held
in U.S. dollars, and the Bank of
England is increasingly prepared
to allow underwriters to match
liabil
holding assets in foreign curren-

cies."

es in foreign currencies by

Speculating on future develop-
ments of Lloyd's business in 1977,
Mr. Miller said "A broker is, no
less than an underwriter, ever an
optimist. With the talent and fi-
nancial strength that is present in
the London market, one views the
future with confidence. Anybody
concerned with that market par-
ticularly welcomes signs of recov-
ery in the strength of the pound

sterlimoag - -

iInvest 13¢in learning
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Federal court OKs trust agreement
between Glacier General and CIE

MISSOULA, MONT.-A fed-
eral court here has ruled that a
1974 trust agreement between
Glacier General Assurance and
Casualty Indemnity Exchange
(CIE) should not be rescinded.

At the same time, the court
ruled that CIE must pay Glacier
General $3.2 million for breach of
warranty and fraud in regard to
the trust.

Glacier General had brought the
lawsuit late last year in order to
have the 1974 trust agreement re-
scinded. The trust, which had as-
sets of about $12 miillion in 1974,
ceded CIE's outstanding medical
malpractice claims to Glacier Gen-
eral. All claims were written for
physicians, 80% of whom resided
in California.

Glacier General will appeal the
ruling to the 9th Circuit Court of
Appeals in San Francisco, accord-
ing to Doug Hayden, vp for the

insurance company.

John Hayden, Glacier president,
had previously said his company
wanted the trust agreement to be
repealed because "CIE supplied
us with incorrect information.” He
said then that Glacier General
would argue in court that "if we
had known the correct facts we
would have either asked for more
money (than the $12 million) or
we would not have entered into
the contract at all.”

CIE president Art Firley could
not be reached for connrnent on

the ruling. He had formerly said

Before you invest
thousands in dental benefits,

more about them.

BI

r--7 James Y. Marshall
1/ Council on Dental Care Programs
1 /7 1 American Dental Association

211 East Chicago Avenue
Chicago, lllinois 60611

Name

Title

Company

Addreqq
City

Number of Employeew

Presently have a dental plan? Yes

Phone

State Zip

No

that his company had given Gla-
cier General information that was
"substantially correct.”

According to Doug Hayden,
Glacier General is paying claims
out of the trust by means of a re-
serve.

He maintained that payment of

the claims would not materially
hurt Glacier General.

State insurance officials in three
states, California, Montana and
Missouri, have been involved in
the case at various times.

The California insurance de-
partment, which earlier issued a
"cease and desist" order blocking
Glacier from writing any new or
renewal malpractice business in
California, rescinded that order

o January 28, -

/,,6 - -3,
L>Yy/7

The number of Americans
covered by dental care plans
is growing-from two million
people in 1965 to an estimated
33 million today. Employers
and union officials recognize
dental plans as a worthwhile
employee benefit.

When investigating this
rapidly growing benefit, why
not include the-profession that
delivers the care am9ng those

with whom you consult?

The American Dental Asso-
ciation has experience gained
from its long-standing coop-
eration with the nation's larg-
est carriers and -purchasers of
dental insurance. The Associ-
ation can help you better un-
derstand dental care and help
you make the right decision
for your company and your
employees, IE you're consider-

ing a dental plan for your
company, or presently have
dental coverage, we believe
you'll find this information
important. Just send in the

coupon.

American Dental Association

211 East Chicago Avenue
Chicago, lllinois 60611
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dates for buyers

April 25: Returning the Inj ured Work-
er to the Job: New Directions, a semin-
ar sponsored by the New York State
Workmen's Compensation Board, in New
York City. Topics include new trends in
medical and vocational rehabilitation
and the changing role of the insurance
carrier in rehabilitation of the injured

worker. Attendance i. by invitation.

Subject:

2 elements of a hospital risk control pro-

W=~ _- __T==_ >z

Contact Norma Scott. NYS Workmen's
Compensation Board, 3726, 2

World Trade Center, New York, N.Y.
10047

Room

May 24: Conference on Risk Manage-
ment, conducted by the American Aca-
demy of Medical Administrators, in At-
lanta, Ga. Topics will include the basic

MALPRACTICE LITIGATION

TheAuthoritative Source:

PROFESSIONAL LIABILITY REPORTER

Finally, there is a comprehensive research
service that provides you with monthly di-
gests of current malpractice appellate deci-
sions, new legislation, indexes of all current
journal articles, trial court results, collateral
citations, concise news of professional
associations, insurance regulations, disci-

plinary proceedings...

and a twice-yearly

subject category index. Each issue covers...

lawyers, physicians, hospita/s, accountants, architects,
insurance professionals, bankers, corporate directors
and officers, securities brokers, engineers...
and other professionals facing today's malpractice crisis.

Annual subscription rate: $120. For a complimentary copy,

write on your letterhead to:

Professional Liability

2(®1£.47 Malpractice Decisions and Developments

235 Montgomery Street, San Francisco, CA 94104

(415) 986-0555

gram, proposed job description for the
hospital risk manager, and linking risk
control to economics of malpractice fi-
nancing. Cost is $130 to affiliates of the
academy and $149 for non-affiliates. Con-
tact American Academy of Medical Ad-
ministrators, International Tower, 8550
W. Bryn Mawr Ave., Chicago, Ill. 60631;
phone (312) 693-8330.

May 2-4: Annual meeting of the West-
ern Pension Conference in Monterey,
Calif., titled Retirement Benefits 1977-
Speaking Practically. Complying with
ERISA, investment of pension funds,
fiduciary responsibilities and prohibited
transactions and executive compensation
are among the topics. Registration fee is
$155 for members and $200 for non-
members. Contact: Barbara F. Perez.
public relations chairman, Western Pen-
sion Conference, 300 California St., San
Francisco, Calif. 94104.

May 9-11: Investments Institute in New
Orleans sponsored by the International
Foundation of Employe Benefit Plans.
The investment atmosphere, the state of
the economy and the legal-legislative
framework of the financial world as
they relate to the employe benefits field
will be examined. Registration fee is
$195 for members and $255 for non-mem-
bers. Contact: International Foundation
of Employe Benefit Plans, P.O. Box 69,
Brookfield, Wis. 53005.

May 16-17: Multi-Assn. Action Com-
mittee (MAAC) Il Conference on Product
Liability Solutions in Washington D.C.
Coordinating MAAC activities with pend-
ing legislation, organizing for future leg-
islation and review of the products lia-
bility insurance problem are on the
agenda. The conference is open to busi-
ness and professional firms, trade and
association executives, attorneys, gov-
ernment regulators and legislators. Cost
is $100. Contact: J. Gehbauer, MAAC II
Conference, c/o Sporting Goods Manu-
facturers Assn., 200 Castlewood Road, N.
Palm Beach, Fla., 33408; phone (305) 842-

4100.

Can You Answer 2
O These Questions About |

HMOs?

1. What are an employer's obligations under
the Health Maintenance Organization Act?

2. Is there a qualified HMO in the area in which
your company has a principal plant or office?

3. Under what conditions might an employer
be activated by two qualified HMOs in the

same service area”?

4. What are the criteria for judging the stability

and soundness of an HMO?

5. What cost savings have employers experienced
by using HMOs?

6. How is the dual choice option communicated
to employees?

Give yoursel f 2 points foreach correct
answer. A total of 100r12 points is very
good. Anything lessthanthat indicatesa
need for furtherinformation, which you can
findintheEBPR Research Reports. Other
answers to employee benefit problems can

be found there, also.

Ifyouwouldlikeafreereportwhich
covers one of thesequestions, simply write
the numberof thequestionon yourbusiness
card or letterhead and send it to us:

Charles D. Spencer & Associates

222W. Adams St. Dept. H-4

Chicago, Illinois60606

Serving The informational Needs
ofilae Entire Benejits Communitv.
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around the states

Maryland approves
fund for huge claims

ANNAPOLIS-The Maryland
Senate has passed legislation
creating a $10 million fund to cov-
er catastrophic medical malprac-
tice judgments. Proponents said
the rneasure, which was sent to
the House for further action, could
reduce patients' medical bills by
making it easier for doctors and
hospitals to obtain certain mal-
practice The fund
would pay claims exceeding
$100,000, up to a maximum of $2
million for a single claim. Money
for the fund would come from a
10% surcharge on basic malprac-
tice premiums.

insurance.

HARRISBURG-The Pennsyl-
vania Senate has passed and sent
the House legislation tightening a
1961 law regulating the payment
of fringe benefits. It would require
that fringe benefits be paid with-
in 10 days of the legal deadlines,
and within 60 days when there is
r.o legal deadline. The bill is an
amendment to the Wage Payment
and Collection Law.

LANSING-Michigan officials
report that daily work schedules
for the 58,000 state employes are
getting longer and three-day week-
ends are becoming more common.
Most agencies offer 10-hour days,
four-day work weeks. But there

erflete of onslrante

also is a trend toward working
eight nine-hour days to fill in 80
hours in each two week period.

BOSTON-Massachusetts has a
new requirement that Medicaid
patients obtain a second opinion
for elective surgery in many cases.
State officials expect the require-
ment to save $1.3 million in de-
ferred surgical costs during its first

year.

JEFFERSON CITY-The Mis-
souri Senate has approved a bill
that would expand the workers'
compensation program to cover
the loss of an employe's eyeglasses,
dentures, artificial limbs and other
prosthetic devices. The legislation
went to the House for further ac-

tion.

JUNEAU-Legislation placing
limitation on lifetime pensions
provided as death benefits in
workers' compensation cases has
been approved by the Alaska state
Senate. The bill, which now goes
to the Assembly, would reduce
such benefits to 50 % at the end
of five years and to 25% at the
end of eight years. They would be
eliminated entirely at the end of
10 years. The limitations would
not be applicable if a spouse was
totally dependent. -

For more facts circle 8 on reply card



legal brief

Last reported value
means receipt date

IN A SUIT under a stock float-
er policy, a federal appeals court
ruled that pursuant to Georgia
law a loss limitation clause con-
fining liability to the amount
"last reported prior to the loss,"”
the words "last reported” meant
received by the insurer and not

merely placed in the mail by the
insured.

Moultrie International Inc.
(Moultrie) brought this suit
against Universal Underwriters In-
surance Co. (Universal) to recover
a loss from a fire on January 17,
1975. Moultrie had a stock floater
policy issued by Universal which
allowed Moultrie to report month-
ly changes in the value of parts
and goods on hand. The value re-
porting clause allowed Moultrie
to report the value of covered
property for the month just end-
ed 30 days after the last day of

the month.

The December monthly report
reflected a covered value of more

The abstracts published in this
column were prepared by Cases

Unlimited Inc., Evanston, IIll.

than $143,000. The November re-
port reflected approximately a
$75,000 value. Moultrie claimed to
have mailed its January report on
Jan. 16, one day before the fire.
Moultrie's claim for coverage pur-
suant to the higher value Decem-
ber report was sustained by the
trial court.

On appeal, Universal argued
that "last reported” in the loss
limitation clause of the policy
could only mean "received by the
insurance company and on file in
its office prior to the loss." Moul-
trie contended that a report placed
in the mail prior to the loss was
the "last reported.” The appellate
court concluded that the term "last
reported"” was ambiguous. The
court could see no reason not to
interpret "last reported,” as used
in the limitation clause, to mean
"filed with the company.”

The court emphasized that to
interpret "report” to mean placed
in the mail creates a "capability
in the insured to change values
after a loss. The simple act of
turning the date back on a postage
meter and the decreasing incidence
of legible postrnarks, combined
with the increasing unpredictabil-

41

The people who know

how to handle it in
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JOHN L. WORTHAM & SON

2727 Allen Parkway

526-3366
SEE OUR AD ON PAGE 7

ity of mail delivery, would make
it virtually impossible for an in-
surance company to determine
whether a report was placed in
the mail before or after a loss.”
Thus, the court concluded that
Moultrie's recovery for its fire
loss was limited to the November
1974 values. Moultrie Intern. v.
Universal Underwriters Ins..
United States Court of Appeals for
the Fifth Circuit, Jan. 17, 1977,
Gee, J. (BI/O1/A.-$3)

Cargo Insurance
In an action on a cargo insur-
ance policy, the Supreme Court of

Wisconsin has ruled that a rea-
sonable person in the position of
the insured would have known
that the term "loss,"” as used in
the policy notice provision, meant
destruction or damage to the in-
sured's property. Thus, the court
held that a duty to give prompt
notice to the insurer arose when
the insured learned that its cargo
had been destroyed and not when
the insured learned that payment
of the loss would not be made by
the carrier or its insurer.

RTE Corp. (RTE) shipped five
transformers by a common carrier
truck on Aug. 22, 1969. These
were damaged when the truck up-
set on Aug. 24. At the time of the
damage, RTE was insured by
Maryland Casualty Company
(Maryland) under a cargo insur-
ance policy. The policy contained
an "other insurance” clause limit-
ing Maryland's liability to any
excess over the amount due from
such other insurance. The policy
also required prompt notice to
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Maryland "if the loss occurs un-
der this policy." Although RTE
filed claim for damages with the
carrier, it did not notify Maryland
of the occurrence until June .3,
1970, when a letter was sent to
Maryland's agent advising of the
upset (but not supplying any de-
tails) .

It was not until April 6, 1971
that RTE wrote Maryland's agent
with information on the amount
of loss and advising that the claim
against the carrier's insurer had
been rejected.

Maryland disclaimed coverage
for failure to fulfill the policy con-
ditions. RTE sued the carrier and
recovered judgment. RTE then de-
manded that Maryland reimburse
it $8,000 in expenses for that liti-
gation. RTE's proof of claim for
this amount was refused. RTE
then brought this suit against
Maryland for recovery of the un-
reimbursed expenses. The trial
court dismissed RTE's suit.

On appeal RTE argued that its

duty to give notice did not arise
until it first obtained information
indicating that its carrier's insur-
ance would nct cover the dam-
aged transformer. This contention
was rejected by the appellate
court. "TAn insured," the court
stated, "is not authorized...to
speculate on his liability, where
his duty is to report an accident
or occurrence."” The court be-
lieved that the policy made good
sense if it was read as a whole
with reference to the term "loss.”
Consequently, the court conclud-
ed that a reasonable person would
have known that "loss" as used
in this context meant destruction

Continued on page 74
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' surance or does not follow instruc-

legal briei

Continued from page 73

or damage to insured property and
that a duty of prompt notice arose
when RTE learned of the acci-
dent. Maryland was not held liable
for RTE's litigation expenses.
RTE Corp. v. Maryland Cas. Co.,
Supreme Court of Wisconsin, Nov.
30, 1976, Abrahamson, J., 247
N.w.2d 171 (BI/O2/A.-$3)

Group Major Medical

This was an action on a group
major medical policy to recover
the cost of nursing care provided
to the insured's wife by a licensed
practical nurse. The policy pro-
vided coverage for "charges made
for private nursing service by a
registered professional nurse.

The Supreme Court of Missouri
ruled that where the policy cov-
ered private nursing services only
if performed by a registered pro-
fessional nurse, the insured could
not recover for services performed
by a licensed practical nurse. The
court rejected the insured's theory
that recovery was justified be-
cause everything that was done
for the patient by the practical
Nnurses could have been done for
her by registered nurses and that
the services were performed at
less cost to the insurer because per
day charges by practical nurses
were less than charges by regis-
tered nurses.

Nor did the court believe that
the insured could recover for the
services of licensed practical
nurses when registered nurses
were unavailable there had been
substantial compliance with the
policy provisions. Moskowitz v.
Equitabte Life Assur. Soc. of u.s.,
Supreme Court of Missouri, De-
cember 13, 1976, Finch, J., 544

S.w.2d 13 (BI/04/A.-$3)

BrokeFs Liability

The beneficial owners of a
building which was destroyed by
a fire brought an action against
their insurance brokers. The own-
ers claimed that the brokers neg-
ligently failed to have proper
vacancy endorsements placed on
the fire insurance policies covering
the property.

The Appellate Court of lllinois
ruled that the ",manifest weight of
evidence" showed that the brokers
were negligent in not inquiring
whether the premises would be
vacant while remodeling occurred.
If an agent neglects to procure in-

Arson data bank

proposed by AIA

NEW YORK-The American
Insurance Assn. is planning an
all-industry claims data bank to
help combat arson, a crime that
costs insurance companies $1.5
billion annually.

The association is planning a
series of meetings in April and
May to drum up support for the
concept among the industry. Par-
ticipation of 75 percent of the in-
surance companies in the field
will be needed to begin operation,
the AIA said.

The data bank will hopefully
provide companies with informa-
tion to pinpoint claims which may

Bhe frauwudulerto L}

Claim service set

Marsh & MclLennan Inc. has
established a new unit to offer
claims services including review,
investigation and disposal. The
services will be offered to both
self-insured companies as well as
primary, excess and reinsurance
carriers. The unit will be part of
the Risk Management division.

tions when obligated to do so, the
court observed, or if the policy

obtained is void or materially de-

fective through the fault of an
agent, or if the principal suffers
damage by reason of any mistake
or act of omission or commission
of an agent which constitutes a
breach of duty to his principal, the
agent is liable to his principal for
any loss he may have sustained
thereby. National Blvd. Bank v.
Brokerage Res. Inc., Appellate
Court of lllinois, First District,
October 7, 1976, MeNamara, J.,
356 N.E.2d 988 (BI/O5/A.-$3)

General Liability

A New Jersey trial court has
ruled that an insurer was not ob-
ligated to defend its insured in a
negligence action arising out of
an occurrence five months after
the policy was cancelled. The
court arrived at this decision

even though the policy at issue

here contained a "completed op-
erations” clause.

John Deodato, a contractor,
was insured under a liability
policy-issued by Hartford In-
(Hartford)
commencing 1969 and renewed

surance Company
annually including Sept. 15, 1972.
However, the policy was can-
celled by Hartford on Jan. 22,
1973, for nonpayment of premi-
um. In 1969, Mr. Deodato con-
structed a roof on a building
which "ripped off" in June 1973
causing damages to a building
tenant. The tenant sued Mr. Deo-
dato. Hartford was notified and
a demand was made for indem-
nification and legal defense.
Hartford refused and the suit
was settled, with Mr. Deodato
contributing $1,500. Mr. Deodato
also incurred legal costs of ap-
proximately $2,600. In this ac-
tion, Mr. Deodata .sought a judg-
ment that Hartford was obligated
to defend him.

At issue was the effect of the

"completed operations hazards"
provision of the policy. This pro-
vision covered property dam-
age arising out of operations,
but only df the damages occurred
after such opera,tions had been
completed and only if away from
premises owned by the named

"op-
erations"” were deemed completed

insured. Under the policy,

at the earliest of the following
times: 1) when all operations to
be performed by, or on behalf of,
the named insured under the con-
tract had been completed ; 2)
when all operations to be per-
formed by, or on behalf of, the
named insured at the site of the
operations had been completed;
or 3) when the portion of the
work out of which the damages
arose had been put to its intended
use by someone other than the

contractor.

The court defined the "time of
occurrence” as "not the time the

wrongful act was committed but

the time when the complaining
party was actually damaged.”
Also the court noted that "occur-
renee"” was defined as "an acci-
dent... during the policy peri-
od..." Here, according to the
court, the accident was a sdnguar
event occurring in June 1973 after
the policy had been terminated.
The court did not believe that
the "completed operations” provi-
sion extended coverage beyond
the termination date of the policy.
Deodato u. Hartford Insurance
Company, Superior Court of New
Jersey, Law Division, June 28,
1976, Rosenberg, J. 363 A.2d 361
(BI/02/F.-$3).

(Copies of the entire decision
of cases described mav be ob-
tained by sending a check for $3
made out to Cases Unlimited to
Legal Briefs, Business Insurance,
740 N. Rush St., Chicago, m.
60611. Please list the number for
each opinion requested, which is
at the end of the brief.)
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By HARRIET KING

SEATTLE:-A group of Wash-
ington hospitals-52 to date-have
joined together to set up their own
liability insurance company, the
Washington Hospital Liability In-
surance Fund.

"This follows a trend national
ly in which about 35 hospital-
owned insurance companies have
been set up since 1975," said fund
administrator B. C. Day.

"The way was cleared to form
the company in 1976 when the
state legislature passed a bill that
allowed a non-profit carrier ex-
emption from state premium taxes
since the company would be owned
by the (non-profit) hospitals. It
also waives some reserve require-
ments,"” Mr. Day said.

"The legislature felt this was
part of a national priority to help

keep health costs down."

A Johnson & Higgins alumnus,
Mr. Day was a risk management
consultant with clients in fishing,
lumber and municipalities prior to
his present position. The Washing-
ton State Hospital Assn. was one
of his clients, "and | kept getting
deeper and deeper into hospitals,"”
he said.

As far back as 1970, "l did a
study and suggested then that a
captive might be an alternative to
high liability insurance costs. In
1970, this was a radical move for
hospitals. But by 1975, other states
and hospitals had started moving
toward captives so we decided to
take another look at it,"” says Mr.
Day.

The legislature made the move
possible, and the program was
given the go-ahead l,ast September.
The corporation became effective

on Feb. 1. Mr. Day has since hired
a loss prevention specialist and a
claims administration specialist in
medical malpractice premiums.
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52 hospitals establlsh a liability insurer

"Hospitals will pay

for losses whether

they're insured by

a commercial car-

rier or by their own
operations."
-B. C. Day

Under the Washington plan, any
hospital in the state is eligible to
participate. "The hospital admin-

istrators apply to our board for

elf-lnsurance
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For mere focti circle 147 on reply card

permission to become a member,
then submit applications on their
background, liability losses, etc.,”
Mr. Day. said.

To date, 52 hospitals have been
approved as members and another
14 have applied.

"The way hospital administra-
tors look at it, hospitals will pay
for losses whether they're insured
by a commercial carrier or by
their own operations. Commercial
carriers must charge for profit
levels and to cover administrative
expenses, etc. We feel we can pro-
vide the same service at a lower
cost. Our expenses are low, a fixed
amount for office rent, salaries,
etc., so expenses don't fluctuate as
a percent of premiums. And since
we're non-profit, we pay no pre-
mium tax and this ads to the cash
flow,"” Mr. Day continued.

The members pay a monthly
premium based on average bed
occupancy, outpatients visits,
emergency outpatients and the i ate

of surgery. A separate rate applies
to each service.

"The
hospitals pay a month behind,
based on what happened, so hos-
pitals get more cash flow out of
the premium. In surnmer and at
Christmas, premiums are expected
to dip since there are fewer hos-
pital visits then-unless the hos-
pital is located in a large recreation
area," said Mr. Day.

The premium fluctuates.

"We can save money through
this accounting method because
commercial carriers must charge
estimated premiums for the year
and at the end of that time, give
a rebate or request hospitals to
pay more. This costs insurance
companies money as they must
send out an auditor to each hos-
pital.

"We trust hospitals to make an
accurate reporting of their month-
ly activities, although we do have
ways to make an informal check.
If it looks like a hopsital is re-
porting high or low, we'll check
to make sure they're doing it
right." The investment income re-
verts as an addition to funds.

Mr. Day also notes that "our
full time staff will provide better
services and expertise because
they work full time doing nothing
but working for the company;
they're not 'diluted’' by working
on a variety of accounts. And
they're knowledgeable, too. The
fellow I've hired in claims ad-
ministration has five years of
medical malpractice claims ex-
perience."

Continued on page 76
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Liability company ...

Continued from page 75

Every hospital will have a safe-
ty committee and loss prevention
program. "Our staff will inspect
the hospitals and keep advised of
other problems throughout the
country.”

Through a special computer
program, nursing staffs and med-
ical staffs "will have instant re-
porting on anything unusual hap-
pening in their hospital. That is,
if in the middle of the night a
nurse finds someone laying on the
floor-say the person fell when
he got up to go the bathroom,
we'll note the incident on a com-
puter program even if the person
was not hurt, for instance. We'11
include any actually or potentially
inj urious incidents-medication
errors, etc.

"Then if we see an abnormal

Announcing...

afullystaffed,

trend developing in falls, medica-
tion or whatever, compared to the
pattern of their contemporaries,
we'll look into it and see what we

can do,"” Mr. Day continued.

Historically, the most common
liability claims against Northwest
hospitals are for slips and falls-
"although these are not large
claims,” Mr. Day said. "Mostly it
involves nominal amounts for
medical expenses, etc. The larg-
est fall claim we've paid was for
$3,600. Elderly people are the
majority of those who fall-some-
thing we will work on to help
eliminate the problem-but it is
a tough nut to crack.”

The next largest category of
claims is "hospitals involved in a
physician related claim where
treatment was given in a hospital,
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operating or emergency room, "In
these, the physician is accused of
making an alleged medical deci-
sion that is incorrect,” he noted.

"Because it happens in a hos-
pital, the hospital is often brought
into the claim even though at
worst it has minimal exposure to
the claim.”

One reason the Washington
hospitals were able to form their
mutual fund was that they've kept
very accurate records since 1971
at Mr. Day's direction.

"When we began our risk man-
agement program in 1971, it was
understood in advance that com-
mercial carriers would give us
complete financial disclosure, so
we had duplicate records.

In the last six years, the largest
loss a participating hospital ex-
perienced was $160,000. The next
largest sum was $75,000 followed
by a $25,000 award. "We're fur-
tunate that - we've had no large
judgements here like they've had
in the East,” Mr. Day added.

"Including paid claims and re-
serves on those pending, the loss
ratio ranged between 22% and
25% since 1971. So about 75% of
commercial carriers' premiums
has gone toward profit and their

expenses.

"They must also allow for late
claims, although 90%of claims are
known in three years or less. The
law allows patients to bring
claims three years from the time
an alleged accident occurred, or
one year after the injury is dis-

covered so it can stretch out to

several years before a claim is
filed .

"Our state legislature has set
a limit of eight years on potential
claims, except where minors or
incompetent persons are involved.
There have been cases where
minors waited until they were
of age to file a claim, but I've
never heard of a claim being filed
late by an incompetent person.”

The new insurance company is
limited strictly to liability which
ranges from malpractice to some-
one being injured in the hospital
parking lot.

Hospitals agree to participate
for a minimum of three years.
"But because of the lack of a
commercial market in physician
liability, this will probably be-
come a permanent arrangement,”
Mr. Day said. The board of the
insurance company is elected by
members and each hospital, re-
gardless of its size, has one vote.

Collective premiums for mem-

bers will be around $3 million a
year, compared to $3.5 miillion
they were paying to commercial
carriers. "And that $3.5 million
figure would probably be going
up 25% a year," Mr. Day added.

In setting up the trust, Mr. Day
has available the expertise of oth-
er state ass6ciations who have
formed similar insurance compa-
nies. "I've contacted many of the
hospital associations since every
one had a hot line to the national
association. We used the hotline
to check on paths others have al-
ready gone down. If we have a
problem, someone else has had it
too, so by confering with them,
we save a tremendous amount of
time and money. | was on the
phone continuously asking, 'How
did you solve this problem?' or
'what did you do on that?"' he
said.

Mr. Day also worked with
Marsh & McLennan on reinsur-
ance and excess coverage. "Those
hospitals who want to can buy
excess in commercial carriers and
about half will buy excess. This
is being done through an arrange-
ment by Marsh & McLennan made
with a pool of commercial car-
riers in which each carrier takes

a percentage of the excess," he

_ a——em B <8 _ -

Hospitals form quality association,
set up a malpractice claims fund

GRASS VALLEY, CALIF.-
Two hospitals with a total of 92
beds and 34 physicians have
formed a medical quality associa-
tion which in turn has established
a fund to reimburse medical mal-
practice claims.

The Grass Valley Medical Reim-
bursement Fund Ltd., located in
Georgetown on Grand Cayman Is-
land, was established in January.
Contributions to the fund are ex-
pected to total $300,000 to $350,000
according to Harold C. Nachtrieb,
an attorney for the Grass Velley
Medical Quality Assn.

The association is a committee
of the Sierra Nevada Memorial-
Miners Hospitals Inc., a non-profit
corporation which operates the
Sierra Nevada Memorial Hospital,
Grass Valley, Calif. (71 beds) and

the Miners Hospital in Nevada

City, Calif. (21 beds).

Mr. Nachtrieb said the fund pro-
vides:

e Reimbursement for awards
from the arbitration agreement
which came into force on Jan. 1,
1977. The arbitration agreement is
being used by the hospitals asa
condition for receiving care.

- Limits of $100,000 per occur-
rence for physicians, $300,000 in
the annual, aggregate and $250,000

for the hospital or a combination

of members.

"The realistic limit for both is
the limit of the reimbursement
fund,"” continued Mr. Naohtrieb,
noting that the fund will increase
over time.

Premium payments to the fund
from the hospitals will come to
$180,000 a year with a guaranteed
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contributions of at least $250,000
from the hospitals.

Surgeons must pay $4,200 a year
and nonsurgeons $2,100 a year, al-
though there is an additional one-
time call of $4,000 from surgeons
and $2,000 from nonsurgeons.

Ninety-five per cent of the pre-
miums will be committeed to the
fund and wiU accumulate year to
year if not paid out on claims.

To reduce medical malpractice
Mr. Nachtrieb said that the associ-
ation has begun a peer review pro-
gram and has estajblished stan-
dards of practice.

"We believe the best protection
against malpractice is the avoid-
ance of malpractice,"” he said.

He went on to underscore that
the Grass Valley Medical Reim-
bursement Fund does nothing out-
side of the Caymen Islands.

"It does not even initiate tele-
phone calls into California,”" he
elaborated, adding that all of its
dealings are with the Caymen of-
fice of the nonprofit hospital cor-
poration.

Moreover, he pointed out that
the California insurance depart-
ment has been informed of the

creation of the fund.

The fund will be expected to re-
imburse doctors who make errors
and who then wish to do some-
thing to aid the patient is getting
well. "Say that one of the covered
doctors should decide that a pa-
tient needed two more weeks in
the hospital after he, the doctor,
had goofed in some way," said Mr.
Nachtrieb. "The reimbursement
fund would pick up the cost of
the extra treatment.”

Among the factors that lead to
the creation of the fund, he said,
is the fact that the hospital cor-
poration had had only one loss
since 1958 for which it paid $8,700
in settlement. At the same time, it

was paying $240,000 in premiums.

Boston office

Marsh & MclLennan Inc. and
WVilliarm M. Mercer Inc. have
moved its Boston and eastern re-
gion office to the John Hancock
Tower at Copley Square. The two
subsidiaries of March & MclLen-

nan Cos. previously operated from
offices at 2500 Prudential Center.



Britain considers broker registration

By JOHN H. MILLER

LONDON-Moves are underway
in Britain to require compulsory
registration of insurance brokers
to protect the public from untrust-
worthy agents.

There is already legislation be-
fore Parliament to set up a scheme
under which their activities will
be regulated in the interests of
the insurance industry.

If it becomes law this year it
will affect more than 9,000 brok-
ers, some of whom deal in inter-
national business for Lloyd's or the
UK company market.

But the main aim is to make
sure that the small broker who

Agents plan

their own

ad campaign

SAN FRANCISCO-Califor-
nia's independent insurance
agents, facing loss of a substantial
part of their "personal lines"
market to direct writers such as
Allstate and State Farm, are turn-
ing to advertising.

"Rather than depend any longer
on the agency companies our
members represent,” explained
Robert G. Sweetman, president of
the Independent Insurance Agents
Assn. of California, "we now will

use advertising to get our share of
the business."

Sweetman, a partner in DeVil-
biss, Sweetman, Wentworth & As-
sociates, said the organization has
put up $30,000 as "seed money"
and has selected Peter Higgins &
Associates, a Sacramento adver-
tising agency, to run the new
statewide ad campaign for 2,800
agent members.

The five-year program will in-
clude newspapers, television spots,
radio tapes, magazine ads and
outdoor bulletins. The "package"
will be available for use by indi-
vidual agents, local groups of
agents and chapters of the state
association.

The Higgins agency will con-
duct marketing surveys in each
area of the state and will advise
local agents on the best ad plan
for that geographic area.

In addition to material on per-
sonal lines of insurance, a media
presentation will also be prepared
by the agency on commercial lines
marketimng. -

The people who know
how to handle it in

DENVER

are
WARREN & SOMMER

3955 East Exposition Avenue
744-3711
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handles domestic auto, accident,
fire or life business is qualified to
provide the right service for his
custonners.

Explaining the scheme, a Gov-
ernment survey said: "In our- so-
ciety insurance is an essential com-
modity, and it is right that it is
sold actively and should be readily
available. But it is important that
its sellers are both knowledgeable
and trustworthy.

"Public disquiet about lack of
regulation for intermediate opera-
tors in the insurance industry has
been growing in recent years. The
creation of an official govern-
ment-run licensing scheme has
been under consideration, but it
would be costly to set up and
would need careful administration.

"So the preference at the mo-
ment is for a scheme which the

existing insurance broking i
try will ,itself operate.”

Plans are being drawn for a na-
tional registration panel to be
supervisdd by the British Insur-
ance Brokers' Council, which rep-
resents the- leading 3,000 brokers
in the cotuntry.

Lloyd's brokers will be accepted
for registration as a matter of
right since the disciplines imposed
by the Committee of Lloyd's are
already stringent enough to meet
all requirements.

Insurance brokers who are re-
sponsible for placing the major
share of insurance business in the
U.K. are already members of the
Council and have undertaken to
accept the disciplines.

The only controversy is over
the thousands of small agents and
brokers who handle individual ac-
counts with private citizens and
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often work dvrect from their of-
fices in medium-size towns out-
side London and other business

centers.

Fears that they will be
"squeezed out" by the larger firms
are being examined by members of
Parliament who want to make
sure the small agents will still be
free to trade as long as they con-
forrn with the standards set out
under the scheme.

"The prospective insurance buy-
er needs to be sure that the per-
son selling him insurance is truly
impartial or alternatively is an-
swerable to an identifiable com-
pany," a government source said.

"It is still possible for anyone
to set up in business as an in-
surance broker and at the same
time hide the fact that he is un-
able to give the client a free choice

as he is committed secretly to
working for one insurance com-
pany.

"There is also doubt, in the case
of a small number of life compa-
nies, how far agents who use
high-pressure sales techniques are
effectively controlled.”

Foreign premium income ob-
tained for the U.K. by Lloyd's and
company brokers is estimated at
$2.5 billion a year. Domestic in-
come totaled $7 billion in 1974,
with half handled by local brokers
and half by the companies or their
direct agents.

John Page, conservative mem-
ber of Parliament for I,ondon, says,
"This new scheme will reinforce
London as the insurance capital of
the world. Some minor insurance
companies got into difficulties a
few years ago, and the effects
rubbed off unreasonably on to the
rest of the industry, for it relies
on trustand any disaster gets mag-
nified out of hand unless one is
careful " 1

Bir'mingham
Aberd Adelaide Antwerp Auckland Ayr Bankok Belfast g
eraeen
Calga
B Rat Boston Bisbane Bristol Bulawayo Bundaberg gary
oca Raton
i i Colchester
C T Cardiff Carlisle Casablanca Chicago Christchurch
ape Town
i D di Durban
Cork C d Darwin Denver Dubai Dublin Dundee unedin
orl roydon
Grenoble Grimsby
Edinburgh Edmonton Ft. Lauderdale Geneva Glasgow
1
H ilt Hobart Hong Kong Honolulu Houston Hull nverness
Halifax amilton
i i Kuala Lumpur
Ipoh Ipswich Johannesburg Kansas City Kota Kinaball o}
i i London London Los Angeles
; Leeds Leicester Liverpool
Kuching Lae
i Melbourne
i Marseille Mbabane
Manchester Manila
Lyon Malawl
N York North Bay
Middlesbrough Montreal Newcastle Newcastle ew Yor
Perth Pittsburgh
Paris Parra motto Penang
Oakland Orlando OMawo
Preston
Pott B
Pl th Port Elizabeth Portland Port Moresby otters bar
ymou
i St. Louis
Prince George Quebec City Reading Regina Rockhampton
Sesittl Sheffield
St. Etienne Salisbury San Francisco Saskatoon esittle
Toowoomba
SingapoFe Southampton Stockholm Strasbourg Sydney
Waterloo Washington
Townsville Vancouver
Toronto Toulouse
Yellowknife
Wellington Winnipeg Wollongong Wolverhampton

New York, Our Kind of Town

Reed Shaw Slenhouse wouldliketo welcomethe
Risk Insurance Management Society to the Big
Apple. We'd like to meet each of you while
you're in town. But, just in case we don't, we'd

like to tell you a couple of things about us you

may not know.

You may already know that we'relhe world'struly
international insurance broker with more offices
in more places than anyone else. You may not
know that we're the fastest growing major broker
in the U.S. Or that. in the past year alone. we've

<,) REEB-SHAW-2TENHEYSE

increased the number of our offices in this country

by some 50%.

Now, there's a Reed Shaw office near you to
better serve your needs. And, because we're in

more places, we're in closer touch with more
markets in the U.S. and around the world.

Call Reed Shaw in New York; it's our kind of
town. So are 116 other cities on this earth. When
you call Reed Shaw Stenhouse you're linked
with the best insurance broker in the U.S. and

the world.
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U'#liand AND

FACILITIES AVAILABLE
TO AGENTS & BROKERS OF MEMBER COMPANIES

cicean i F larine

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

General Managers--New York Marine Insurance Co.

Marine Managers

ARKWRIGHT-BOSTON INSURANCE CO.
ARKWRIGHT-BOSTON MANUFACTURERS MUTUAL

LUMBER MUTUAL FIRE INS. CO. OF BOSTON, MASS.
MERCHANTS MUTUAL INSURANCE CO.

MUTUAL FIRE, MARINE & INLAND INS. CO.

NEW HAMPSHIRE MERCHANTS INSURANCE CO.
UNION MUTUAL INS. CO. OF PROVIDENCE

UTICA MUTUAL INSURANCE COMPANY

INS. CO.
EMCASCO INSURANCE CO.
EMPLOYERS MUTUAL CASUALTY COMPANY
GRAPHIC ARTS MUTUAL INSURANCE COMPANY

Insurance for food

...the farmers who grow it. The manufacturers who pro-
cess and package it. The wholesalers who store and ship
it. And the retailers who sell it.

Whatever your business, James can provide insurance
and risk management services for you, tool Try us.

James

Fred. S. James & Co., Inc.
Insurance Brokers since 1858

Insurance and Risk Management Services

info for buyers

T o receive literature listed in Info for Buyers write directly

1 to the name and address accompanying each item, mention-
ing that you saw the offering in Business Insurance. Readers
are welcome to submit items for possible inclusion in the
column. All items that are free and have informational value to
readers- are eligible. The column will, also consider items for
which there is a modest handling charge. A sample of your
literature should be sent to Info for Buyers, Business Insur-
ance, 740 Rush St. Chicago, lll. 60611.

. Self-funding your employe ben-
efit medical plan...an economi-
cal cash flow alternative to insur-
ance is a brochure explaining self-
insurance in simple terms. A free
copy is available to corporate man-
agerial personnel. Write Brian T.
Sinclair-Whitely, vp, Blair, Follin,
Allen & Walker .Inc., P.O. Box
1280, Nashville, Tenn. 37202.

* Honeywell's Fire & Security
Planning Guide describes alarm
circuits and systems for fire, se-
curity or integrated protection for
commercial, industrial and insti-
tutional buildings. Application of
basic or centralized system with
additional capabilities such as ac-
cess control, rem6te building mon-
itoring, high-rise building fire
management, are explained. For a
free copy write Honeywell, MN12-
2118, Honeywell Plaza, Minneapo-
14 Minn. 55408.

- Handling Radiation Emergen-
cies is a 184-page illustrated book
available from the National Fire
Protection Assn. (NFPA). Sped-
fically intended for fire service
operations-private brigades as
well as municipal departments-
charged with the protection of nu-
clear installations, the book is also
appropriate for courses on hazard-
ous materials and for anyone in
emergency work involving radio-
active materials and radiation-pro-
ducing machines. Cost is $8.75 per
copy with a schedule of discounts
beginning at 25 copies. Write the
NFPA Publications Sales Dept.,

470 Atlantic Ave., Boston, Mass.
02210.

= Professional liability insurance
for management consultants and
ex ecutive search consultants,
available from the National Union
Fire Insurance Co. of Pittsburgh,
is outlined in the brochure: Here's
the Answer to a problem that
must be faced. For a free copy
write the American International
Group, 102 Maiden Lane, New
York, N.Y. 10005.

* Insurance policies for depart-
ment stores offered by the Com-
merce and Industry Insurance Co.
is described in the brochure: De-
partment Stores-Ground Floor.
The brochure includes an ensi-
neering information bulletin. For
a free copy write the American In-
ternational Gr6éup, 102 Maiden
Lane, New York, N.Y. 10005.

« Participate, the 1977 informa-
tion booklet from the Internation-
al Foundation of Employe Benefit
Plans, highlights the foundation.
The 28-page booklet includes a
brief history of the, foundation,
describes its .activities, outlines its
annual meetings, lists its services
and offers a directory of the staff.
officers, board of directors com-
mittee members and chairman. For
a free copy write the foundation

at PO Box 69, Brook:field, Wis.
53005.

= Property Insurance ... The
Need for An Appraisal Review dis-
cusses .the relationship of value
and insurance, the. requirements
for proof of loss and.the necessity
of establishing accurate, provable

values. The pamphlet is published
by the American Appraisal Co. For
a free copy write E. J. Francione,
American Appraisal Co., 525 E.

Michigan St., Milwaukee, Wis.
53201.

« The American Society of Assn.
Executives' Comprehensive Liabil-
ity Insurance Program is detailed
in.a publication -that compares the
errors and ornissi(ms policy with
standard directors and officers lia-
bility policies. Copies of the policy
and applications are included in
the packet. A free copy is available
by writing Neil R. Pouppirt, H&W
Underwriters, 3101

Kansas City, Mo. 64111.

Broadway,

- Explosion Protection describes
the types of explosions . and how
they can be suppressed after they
start. The Fenwal Inc. booklet ex-
plains typical applications and sen-
sors, control panels and extin-
guishers used in Fenwal suppres-
sion systems. For a free copy write
John C. Lowrey, Fenwal Inc., 400
Main St., Ashland, Mass. 01721.

 The Service Directory published
by Brown Brothers Adjusters lists
the location and 24-hour telephone
numbers of the company's 49 offi-
ce in the seven western states.
For a free copy write Vernon
Neufeld, Brown Brothers Adjust-
ers, 545 Sansome St., San Fran-
cisco, Calif. 94111.

« Self-Insurance, operating self-
funded employe benefits programs,
claims administration techniques
and stop loss policies are described
in a free pamphlet from Auto-
mation Business Equipment. For a
copy write Herbert Schaffer, Auto-
mation Business Equipment, 221 E.
Walton Avenue, Suite 271, Pasa-
dena, Calif. 91101.

- If you are loking for the Best
Dental Care for Your Group, Del-
ta Dental Plans Assn. explains
why they think their services,
state and national programs, pre-
ventive benefits, professional su-
pervision and subscriber services
are the best. For a free copy write
Delta Dental Plans Assn., 211 E.
Chicago Ave., Chicago, Illl, 60611.

. Insurance on Building and Con-
tents Is All | Need! Right? Wrong?
The answers are contained in a
booklet from Improved Risk Mu-
tuals explaining the need for busi-
ness interruption insurance. For
a free copy write W. Scholz, Di-
rector of Advertising, Improved
Risk Mutuals, 15 N. Broadway,
White Plains, N.Y. 10601.

< A Structured Approach to Safe-
ty & Loss Control describes a GAB
service which allows customers to
select specific services required to
meet OSHA standards. For a free
copy of the - eight-page booklet
write J. W. Wetherstone, Market
ing & Products, GAB Business
Services, 123 William St., New
York, N.Y. 10038.

. Cost of Risk Finance Plan de-
scribes the program of Corporate
Systems for forecasting and allo-
eating the cost 6f risks among de-
visions, profit centers and cost
centers of a corporation. The plan



also includes a retrospective ex-
perience adjustment. For a free

porate Systems, PO Box 2827,
Amarillo, Tex. 79105.

. Just starting your own business?
Know someone who is? Kemper
Insurance Cos.'s Businessowners'
Guide To Insurance may be a val-
uable explanation of the basic
types of insurance that are avail-
able. For a free copy of the book-
let write Communications and
Public Affairs, Kemper Insurance
Cos. Long Grove, lll. 60049.

« Why should you consider self-
insurance? To Unlock Your Capi-
tal is the answer in the brochure
from Hewitt-Coleman & Associ-
ates. The booklet describes the ad-
vantages of self-insurance and the
Hewitt-Coleman premium reten-
tion plan. For a free copy write
R. P. Hewitt, Hewitt-Coleman
Associates, PO Box 3665, Green-
ville, S.C. 29608.

* Is computer theft j amming
your circuits? Applicant Investi-
gations describes an investigative
service offered by Pinkerton's to
fight computer theft. The service
involves in-depth screening of em-
ployes with access to computer
records before and during employ-
ment. For a free copy write G. R.
Vance, Asst. vp, Pinkertons Inc.,
100 Church St., New York, N.Y.

10007.

* American Credit Indemnity Co.
explains its Bad Debt Insurance
designed to protect successful com-
panies against excessive bad debt
losses. It is available for manufac-
turers, wholesalers, distributors
and advertising agencies. For a
free copy write L. Wright, Ameri-
can Credit Indemnity, 300 St. Paul
Place, Baltimore, Md. 21202.

* For Hollywood fans, Film Com-
municators offers a free quick
reference catalog of 16mm films.
Film Communictors provides films
on fire prevention, fire service
training, emergency medical res-
cue, fire survival and law enforce-
ment. Rates for weekly rentals
and purchase prices are also listed.
For a free copy write Film Com-
municators, 11136 Weddington St.,
No. Hollywood, Calif. 91601.

* Harlan Employee Benefit Con-
sultants offers International Bene-
fit Planning in the Petroleum In-
dustry. The brochure is a general
discussion of multinational bene-
fit planning in the oil and related
industries. For a free copy write
Ronald A. Jakelis, Harlan Em-
ployee Benefit Consultants, 601
Jefferson St., Houston, Tex. 77002.

. Willson Products, Division of
ESE Inc., has prepared a 14-page
booklet on Sound & Noise & Hear-
ing Protection. The non-technical
booklet explains what sound and
noise are and how they can dam-
age the ear. Also treated are indus-
trial noise, noise behavior and
measurement and protection for
employes. For a free copy write
Stephen A. Neiminer, Advertising
Manager, Willson Products Divi-
sion, PO Box 662, Reading, Pa.

19603.

* Unionmutual asks Could you
Afford to Double the Salary of
Even One of Your Employes ...
Tomorrow? To find out, Unionmu-
tual describes its long-term dis-
ability protection, its contracts,
benefits and premium waivers. For
a free copy write Arthur Ross,
Life and Retirement Products,
Unionmutual, 2211 Congress St.,
Portland, Maine 04112.

« GAB's pamphlet, Services for
the Self-Insured, includes claims

management reporting systems

GAB offers services to meet re-
quirements in the workers' com-
pensation, general liability, prod-
uct liability, employe benefits and
loss control areas among others.
For a free copy of the 24-page
booklet, write J. W. Weatherstone,
marketing and products division,
GAB Business Services Inc., 123
William St., New York, N.Y.

10038.

« Earthquake Risk Analysis and
why trustees and owners should be
concerned about it are included in
a pamphlet from the Group 10
Systems division of Albert C. Mar-
tin and Associates. Steps in an
earthquake risk analysis program
are outlined. For a free copy write
Henry Burlage Jr., Director Group
10 Systems, Union Bank Square,
445 South Figueroa St., Los An-
geles, Calif. 90071.

« ESIS Inc. offers an illustrated

brochure for prospective self-in-
Continued on page 80

ACF Industries
AMF

Addressograph Mult,graph

Alabama By-Products

Alcoa

Alexander & Baldwin
Allied Van Lines
American Airlines
American Can
American Crystal Sugar
American Cyanamid
American Hoist & Derrick
American Tel. & Tel.
Ametek

Angelica
Anheuser-Busch '
ABCo Oil

Arlen' Really & Development

Armco Steel

Ashland Oil

Athlone Industries
Baldwin (D.H.)
Baltimore Gas & Electric
Bank of New York Co.

Bankers Trust New York Corp

Bates Manufacturing
Baxter Laboratories
Bayer

Bell & Howell
Bethlehem Steel

Betz Laboratories
Bibb

Brockway Glass
Brown-Forman Distillers
Brunswick

Budd

Bundy

cBS

CF industries
Cameron Iron Works
Capitol Industries-EMI
Carrier

Carter Hawley Hale Stores

Carter,Wallace

Castle & Cooke
Caterpillar Tractor
Celanese

Central & Southwest
Certain-teed Products
Chase Manhattan Corp
Chemetron

Chemical New York Corp
Chesebrough-Pond's
Chromatioy American .
Chrysler

Clark Oil & Refining

Vancouver
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ALT<

10-

<=Dale

L'Aho /ALLS

100V-ST. JOHNS

SCompany

Limited

For complete insurance planning & protection from coast to coast in Canada

Winnipeg Toronto Hamilton . London . Ottawa . Montreal . Halifax
Stjohn's - Corner Brook-Grand Falls

E FORTUNATE
250

Crane

Crocker National Corp
Cur.iss-Wright
Cutler-Hammer

Data General

Deluxe Check Printers
Detroitbank Corp
Det-oil Edison

Dexter

Donnelley (R.R.) & Sons
Dresser Industries
Earth Resources
Eastern Air Lines
Eastmet

Emerson Electric
Envirotech

Est erline

Exxon

Fidelcor

First City National Bank Corp
First Pennsylvania Corp
Firestone Tire & Rubber
Florida Power & Light
Franklin Mint

Frontier Airlines

GAF

GF Business Equipment
General Electric-
General Mills

General Refractories
Genesco
Georgia-Pacific

Geny Oil

Giant Food

Gifford-Hill

Gillette

Girard Co.

Globe-Union

Goodyear Tire & Rubber
Grand Union

Green Gant
Hammermill Paper
Hammond

Harsco

Hercules
Hewlett-Packard

Holly Sugar

Hoover Ball & Bearing
Hormel (Geo. A)
Household Finance
Hydrometals

NA

Imperial Sugar

Indian Head
Ingersoll-Rand

Internat-onal Business Machines

Edmonton . Calgary

Kroger

Leeds & Northrup

Lehigh Valley Industries
Lenox

Litton

Lockheed Aircraft
Louisiana.Pacific
Mallinckrodt

Manhattan In dustries
Manufacturers National Corp
Marathon Manufacturing
Martey

Masland (C H) & Sons
Maytag

McGraw-Edison
McLouth Steel
McQuay-Perle.

Mead

Media General

Medtronic

Mellon National
Memorex

Merck

Meredith

Microdot

Mohawk Data Sciences
Morgan (J P )
Morton-Norw,ch Products
Murray Ohio Manufacturing
NVF ISharon Steel)
National Detroit Corp
National Homes

National Semiconductor
National Steel

Ntagara Mohawk Power
Nortin Music

Norris Industries
Northern States Power
Northwest Bancorp
Northrop

Norton

Ocean Spray Cranberries
Ogden

Ohio Edison

Oil Shale

Olin

Olin kraft

Paccar

Peabody Galion

Penney (JC)

Pennwalt

Peps,Co

Philadelphia National Corp
Pitney-Bowes

Pittsburgh National Corp.'

Pittway

Cole National

Columbia Pictures Industries
Commerce Clearing House
Cone Mills

Consolidated Papers
Continental Copper & Steel Ind
Continental lllinois Corp
Control Data

250 ofthe Fortune listed companies have all or

Internal,onal Minerals & Chemical Polaroid

Internat.onal Multifoods

Itek

Johnsor Controls
Jonathan Logan
Keene
Kimberly-Clark
Koppers

Porter (HK))
Potlatch

Procter & Gamble
Pullman

Quaker Oats
Ouestor

Roblin Industries

Rohm & Haas

Ronson

Royal Crown Cola
Aacker

scMm

St. Joe Minerals

St Regis Paper
Seaboard Coast Line Indus
Schlitz (Jos ) Brewing
Scott Paper

Scovill Manufacturing
Searle (G D)
Seven-Up

Shell Oil

Signal Companies(Mack Trucks)

Singer

Sperry & Hutchinson
Square O

Squibb

Stauffer Chemical
Storage Technology
Sugarda e Foods
Supermarkets General
TRW

Talley Industries

Telex

Tenneco

Terra Chemicals International
Tesoro Petroleum
Tex.Commerce Bancshs. Inc
Textron

Time Inc.

Times M rror

Tonka

Tracor

Triangle “acific

UAL

UV Industries

Union Camp

Union Carbide

Union Olof California
uUS Filter

U S Industries

U S. steel

Union Bancorp
Universal Foods
Universal Leaf Tobacco
Valmac hdustries
Walgreen

Warner Commun,cations
Washington Post
Wells Fargo & Co
Westerr Air Lines
Wheeling-Pittsburgh Steel
Wickes

Williams Companies
WYLAIN

Xerox

' Creditors Insurance

part oftheirgroup insurance with Prudential

They are 250 of America's largest corporations. Each one came to
Prudential with different requirements. Our Group Insurance Teams worked
with them and their brokers or consultants to help them design their
_Group Insurance programs.
It has been Prudential's good fortune to serve the Fortunate 250 and
_ thousands of other companies. The experience we've gained from
this service can be your firm's good fortune. For more information write:

Director, Group Insurance, 3 Prudential Plaza,
Newark. New Jersey 07101 or call(201 ) 877-739

6APM Pmdential

Group Insurance
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CASUALTY ASSOCIATES

EXECUTIVE
CONSULTANTS

info for buyers

SEARCH

Stemmons Nofth Office Park
11500 Stemmons Suite 114
Dallas, Texas 75229
214/620-2581

Continued from page 79

surers explaining its claims man-
agement, loss control, and other
services. Write Joanna M. Ridg-
way, ESIS Inc., 4050 Wilshire
Blvd., Los Angeles, Calif. 90010.

A specialized service for
the insurance and risk

management fields

Shirr--Sleeve Forum -

Wbat' s a Sbirt-Sleeve

Approach to Insurance ?
By Dinner Levison

(Asked in the /inancial district)

Edward Lea, Insurance Broker
220 Bush Street, San Francisco:

The kind of practical ex ertlse 1
that can do a great job in helping 4 -, ,- 1
your company solve its insurance | 14 -m 1

Eoﬁlems Insurance roliers wit a||f1

sleeve approac }/
tren s and offer skillful, farsighted /* wii/Ai

solutions. For a down to.earth dIS—
cussion about a modern, effective

insuLanss.Arogeag. for your com-

1
1
1
]

DINNER
LEVI SON

COMPANY

insurance Brokers since 1915
220 Bush St., San Francisco, CA. 94104. (415) 391-5422

RISK MANAGEMENT - GENERAL INSURANCE
LIFE INSURANCE - EMPLOYEE BENEFITS

* Rangeguard with Karbaloy 11
the liquid extinguishing agent used
in the Rangeguard system. For a
copy of the pamphlet write Mar-
keting Manager, Automatic
Sprinkler Corp. of America, PO
Box 180, Cleveland, Ohio 44147.

- Supplementary Facilities at
Wohlreich & Anderson are de-
scribed in a brief promotional
booklet. All risk coverages, mal-
practice, excess, umbrella and
third party coverages are outlined.
For a free copy of the brochure
write Wohlreich & Anderson, 6

Commerce Drive, Cranford, N.J.
07016.

- UAC Answers 21 Questions on
Its Self-Insurer Services, showing
how computer printouts appear to
its subscribers, and background on
their claims administration ser-
vices. For a free copy of the Un-
derwriters' booklet write Under-
writers Adjusting Company, Syl-
via Jurkovich, direotor of com-

munications, 224 S. Wacker Dr.,
Chicago lll. 60606.

< A company's Pension "Obliga-
tion" is discussed in a Kwasha
Lipton newsletter. When to pool
resources, FASB requirements, de-
fined contribution plans and man-
dated group insurance arrange-
ments are covered. For a free copy
write Dept. M, Kwasha Lipton Inc.

429 Sylvan Ave., Englewood Ciliffs,
N.J. 07632.

. A colorful report explains the
workings of Adams & Porter
Associates Inc., a Houston based
specialist in commercial marine in-
surance. Titled Your World Is
Changing, So Is Ours, the booklet

.explains the company's services in
_liability and bonding, employe

benefits,- corporate insurance, fi-
nancial counseling and estate plan-

Frenkel &Co

IS Not

publicly owned.

It IS

resp onsible onl
to its clients

We are insurance experts unconcerned with stockholder relations,
annual reports or profits per share.

We are big enough to handle all
corporate insurance needs.

We're small enough to meet those
needs on a personal level.

Frenkel&Co., Inc.

Our continuous growth for 99 years
assures you that our "big enough/

small enough" policy is.the right approach.
(Ask our clients about us.)

liisurance Brokers Establisbed 1878

156 Williani Street, New York, N.Y. 10038 Tel.: (212) 267-2200 Cable: Joiner, New York
Europecm Correspo,idei,ts: Paris. London . Brussels. Amsterdam Brancb: Los Angeles, Califori,ia

ning. For a free copy of the above
booklet write George P. Gardere
Jr., Account Executive, Adams &
Porter Aassociates, 1819 St. James
Pl., Houston, Tex. 77056.

- Fenwal Inc.'s line of fire detec-
tion devices including ionization
and photoelectric smoke devices,
detect-a-fire thermal detectors and
ultraviolet flame detectors is de-
scribed in Industrial and Commer-
cial Fire Detection Devices. For a
free copy write John C. Lowrey,
Fenwal Inc., 400 Main St., Ash-
land, Mass. 01721.

« Want to know if a prospective
employe has sued previous em-
ployers for workers' compensa-
tion? The Industrial Foundation of
America, a non-profit trade as-
sociation, says it can be of service
if you are in Texas, New Mexi-
co, Louisiana or Oklahoma. The
foundation compiles workers' com-
pensation lawsuits and claims
throughout the area and updates
the files monthly from court rec-
ords and employer personnel files.
Member companies report on all
injured and terminated employes.
For a free brochure describing the
service write the Industrial Foun-
dation of America, Box 1247,
Odessa, Tex. 79760.

- The 1976-77 Source Book of
Health Insurance Data is now
available from the Health Insur-
ance Institute. The 80-page booklet
is a handy reference guide on pri-
vate health insurance coverage,
benefits and premiums. The intro-
ductory chapters describe contin-
uing efforts to control rising
healthcare costs and improve the
delivery and quality of heaRh care
services. For a free copy write
the Health Insurance Institute, 277
Park Ave., New York, N.Y. 10017.

« Insurance in Brazil is a 20-page
pamphlet prepared by insurance
brokers Citibank Corretora de
Seguros. In its fourth edition, the
pamphlet is intended to supply a
brief sketch of Brazilian insurance
and some of the practices which
differ fronn those common over-
seas. For a free copy write Henry
C. Whitney, Mgr., Citibank Cor-
retora de Seguros, Caixa Postal,
770, Rio de Janeiro, Brazil.

- Adjustment and Allocation of
Pension Cost under Government
Contracts: CASB Proposed Cost
Accounting Standard, is a newslet-
ler available fromm Kwasha Lipton.
For a free copy write Dept. M.,
Kwasha Lipton, 429 Sylvan Ave.,
Englewood Cliffs, N.J. 07632.

J&H studies insurance
for bank trust liability

BOSTON-A group of the na-
tion's largest banks believe they
each need $25 million to $50 mil-
lion of insurance to cover the po-
tential liability of their trust de-
partments under the federal pen-
sion law.

Because they can't obtain that
much coverage in the normal com-
mercial markets, the 45 banks
have chosen Johnson & Higgins to
study alternate ways to obtain in-
surance for losses,from bank trust
operations.

Johnson & Higgins was chosen
to do the study over three other
major national insurance brokers
-Marsh & Mclknnan, Alexander
& Alexander, and Fred S. James-
and two other consulting firms-
American International Group and
Risk Planning Group.

J&H is scheduled to complete
the study in June, when bank in-
surance officials will meet to dis-
cuss the proposals for adequately
insuring 'the ERISA-related risks.

Banks have only been able to
obtain about $5 million of insur-
ance coverage for trust department
fiduciary liabilities, although most

The people who know

how to handle it in

CINCINNATI

are
KREIDLER-SHELL,INC.

250 Central Trust Building
381-0500

ecr N[ 1D An Nk PARF 7

large banks feel.they need $50
million of coverage. The lack of
availability of this coverage
prompted .the group last fall to
begin considering other ways of
obtaining the insurance. About
eight companies are known to be
underwriting fiduciary liability
insurance for banks.

-.Among the ideas being studied
by J&H are self-insurance of bank
fiduciary liability losses, pooling
of risks using some form of cap-
tive insurance company, and col-
lective use of the reinsurance mar-
kets.

However, banks in the past
have considered forming a captive
for their joint insurance needs in
such areas as fidelity bond expos-
ures. But they have worried about

being barred from such action by
Federal Reserve Board rules.

An action by the Fed just last
December seems to reaffirm the
fact that commmercial banks would
have trouble obtaining approval
for a group captive. In a ruling on
Dec. 29, the Fed told a lawyer
representing 20 banks that wanted
to form a captive for credit life
insurance that such a joint busi-
ness could not be established and
owned by the banks. The only
exception would be if each in-
dividual bank applied to the Fed
for permission.

Thus, it appears that the 45
banks needing more liability cov-
erage could conceivably make the
applications for permission, if J&H
recommends that a captive is the
very best way to go, but several
bankers think there's only a slim
chance this will happen.

At the other extreme, J&H
might be able to get the reinsur-
ance markets to provide the need-
ed capacity for the banks, which
have more leverage collectively
than if each bank approaches the
markets individually.

There are a handful of the larg-
est participating banks, perhaps
four to six, so seriously concerned
about ERISA-related liability not
fully insured that they've report-
edly considered spinning off their
trust departments from the regu-
lar bank operations. That way,
trust departments wouldn't have

a litigant to claim against.



The aftermath

Wreckage of a Southern Air-
ways DC-9 is scattered over
the residential area of New
Hope, Ga., north of Atlanta.
When the plane's engines
failed during heavy thunder-
storms, the pilot tried to land
the plane on a narrow road.
His attempts proved unsuc-
cessful and the crash killed

68 persons.

Southern Airways paid in 2 days

Continued from page 1

den to act as London broker,
with coverage in the London mar-
ket because prices were slightly
cheaper there.

South East Aviation stayed on
the account, and in fact retained
5% of it, as a surplus lines brok-
er. Fred S. James in Atlanta :s
the local broker.

"The entire account (for hull
and liability) is placed with South
East Aviation Underwriters and
" Mr.
Glover said. He explained that
his firm immediately reinsures
the 5 % South East Aviation Un-

derwriters share.

then with us in London,

Alexander Howden's claims
manager was notified 45 minutes
after the accident. After an im-
mediate consultation with the
leading Lloyd's underwriters on
the account, the firm sent the
money for the hull claim to At-
lanta via its emergency bank and
telephone procedures. Because of
the time differences between Lon-
don and the U.S. the airline re-
ceived the $9 million -:he second
day after the accident

Liability will not be so clear
cut. Mr. Glover said one of the
first things Lloyd's and his firm
discussed was what law firm
should be selected to nandle li-
In the U.S. there

are nc limits on liability suits
for victims and survivors of do-

ability claims.

mestic air flights.

Chicago law firm Lord. Bissel
& Brook was selected by the
London market to handle the li-
ability claims for Southern Air-
ways. Mr. Glover did not say
how much liability insurance
Southern Airways carries in Lon-
don, but did say that Alexander
Howden is in the process of set-
ting up a $5 million account for
Lord, Bissel & Brook to work
with in preparing its defense.

The Southern Airways flight
242 was approaching the Atlanta
airport in bad weather when the
accident occurred. Both engines of
the McDonnell Douglas DC-9
failed during heavy thunderstorms
and hail. The pilot attempted an
emergency landing on a road in
the small village of New Hope,
but didn't make it. The DC-9 hit
trees and utility poles with elec-
tric cables on the way down, and
finally hit a car and a grocery
store. Eight of fhe 68 persons
Killed in the accident were on the

ground near the store when the

Nl AnNn. .rmehoti

Alexander Howden is not in-
volved in the insurance arrange-
ments for the McDonnell Doug-
las Corp., which made the DC-9,
nor for the manufacturer of the
engines, which is said to ibe the
Pratt & Whitney division of Unit-
ed Technologies.

R. G. Huget, insurance man-
ager for United Technologies,
said he could not comment c.n
insurance arrangements, because
he hadn't seen repcrts yet which
proved that :he engines were
really manufactured by Pratt &
Whitney.

John L. Dewey, director of in-
surance for McDonnell Douglas
Corp., also would not comment
on the coverage for the plane
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involved. (However, Mr, Dewey
said all such DC-Bs use Pratt and
Whitney engines.) Although he
could not release information on
limits of liability insurance for
the company nor on who the
underwriter is, he remarked, "VVWe
do not think this is a products
liability claim.”

Mr. Dewey said the firm's po-
sition is that the accident was
caused by weather.

Shortly after the crash, safety
experts had said the accident was
caused by violent weather con-
ditions, particularly heavy hail.

The National Transportation
Safety Board began an investi-
gation to see whether anything
else was involved in the shut-

down of the t'Ao engines. -
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MPL takes over Arkwright business

WARWICK, R.l.-Metropolitan
Property & Liability Insurance Co.
has signed a reinsurance contract
with Arkwright-Boston Insurance
Co. to assume Arkwright's home-
owners and dwelling fire business.

The business to be taken over by
the subsidiary of the Metropolitan

Life Insurance Co. is in Florida,
Georgia and Minnesota.

Mr. Samuel F. Fortunato, MPL
president, said the move will re-
sult in an addition of 37,000 policy-
holders for the company. 1VIPL,
now more than three years old, has
more than 100,000 policyholders. -

PROPERTY INSURANCE

ON WOODWORKING OPERATIONS

INCLUDING

AUTOMATED SAWMILLS

All Risk coverage

Possible savings of up to 50% over your
present fire insurance cost

Working with people knowledgeable in
the wood products industry

CONTACT US DIRECT OR ASK YOUR

BROKER TO WRITE US.

BROKER INQUIRIES
INVITED

Forest Products Agency Company *4

88 Palmer Street
Norwich, Connecticut 06360

Phone 203-889-2686

For more facts cinle 42 on reply

Old-fashioned service with modern-day technologies.

claims service

In over 50 years of doing business, our faces
may change-but not our service.

It's still ticking away 24 hours

every day, seven days a week. Our
professional adjusters are experi-

a enced in multiple and surplus lines,

ght.

| Specialseks-angeself-insureds.And

all
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you'll see we lose no time in settling

- your claims qyickly, accurately and thorouhly.

8}8 Brown Brothers Adjusters

Home Office: 545 Sansome Street, San Francisco, 94111 - (415) 392-2825
TELEX: San Francisco-34-472 - Honolulu-63-4266 +« Los Angeles-67-234
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Independent
consultants

El RISK
MANAGEMENT

O insurance

El Employee

Benefits

- PLANNING
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- COST CONTROL

For descriptive brochure, phone or
write William Leinheiser

PHONE (312) 372-8225
CORPORATE
POLICYHOLDERS ™
COUNSEL, INC.

20 North Wacker Drive
Chicago, lllinois 60606
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Freedom

$15 million
suit filed

in drowning

SAN FRANCISCO A $15 mil-
ion damage suit against Pacific
Far East Lines has been filed in
federal court charging the ship-
ping company with responsibility
for the loss overboard ,of Betty
Williams, 58, during a cruise from
Sydney, Australia to Hawaii on
the liner Monterey.

Lyle C. Cavin Jr., the attorney
for Mns. Williams' three sons, as-
serted in the lavwsuit that "the
shipping firm failed to make any
attempt to rescue her from her
peril and her presunned death was
caused solely, and directly, by the
wrongful acts of PFEL, its offic-
ers, agents and employes without
any contributing negligence on her
part.”

The three sons also charge that
their wealthy mother was "will-
fully, wantonly and intentionally
assaulted and battered, causing
her to be lost overboard" during
the 42-day cruise. Two sons reside
in California and one in Idaho.

Mrs. Williams, according to
FBIl agents who investigated her
mysterious disappearance at sea,
was last seen at 10 p.m. on March
15, two days from Honolulu.
When the ship docked here, the
FBIl questioned 265 crew members
and 50 passengers who still re-
mined on board.

The FBI here said it intends to
still question 250 passengers who
left the ship at Honolulu or Los
Angeles

John Alioto, son of San Fran-
cisco's former Mayor Joseph Ali-
oto and president of the shipping
line, responded to the lawsuit by
saying that it represents "an un-
reasonable charge, given the facts
we know. | think the attorney
is trying to cover all possible
o aa—— = -~ [ o ]

of Choice

If now or in the future you would like to discuss management

of a Bermuda insurance company, call or write us. We'd be

happy to work with the insurance agents, lawyers, bankers

and auditors of your choice.

AN

Stuart H. Grayston, President

-—-__ 3. A Yeargan, Vice President

R. Spencer-Arscott, Vice President

BLADES MANAGEMENT COMPANY

Member Blades Group

P.O. Box 691
Hamilton 5,

Bermuda

Ph: (809-29) 5-0169 DDD
Telex: 3280

Cable' "Blacoins"”

We will be happy to send you information on how much it

costs to form an insurance company, ideas for its use and

why Bermuda is a better location.

BERMudA

Has More Than

Beautiful Beaches

-riskVWatch

By MARIE KRA-ISOWIECKI

Move over, national lobbyists;

RIMS considers ioining your ranks

When you hear the word "lobbyist," do you still think of
Dita Beard, testifying from her hospital bed about ITT, anti-
trust memos and the Republicans? Or a young Ralph Nader
fighting General Motors? Common Cause? The National Rifle
Association?

Maybe it's time to consider a potential new lobbying force
-the Risk & Insurance Management Society Inc. As yet,
RIMS is not lobbying at the national level. But its new di-
rector of government and industry relations, Reginald Beane,
has launched his own research over ti
the last few months on the legal | 4.4,/
ramifications if the society gets in- *4141!
volved in lobbying activities.

Legislation has been proposed in
Congress to require more detailed
registration and reporting of an or-
ganization's grassroots lobbying ac-
tivities. And although RIMS doesn't
lobby at the national level, many of
its members have quietly begun
lobbying in their own states through
their local RIMS chapters.

If Frederick J. Krebs, an attorney
with the U. S. Chamber of Commerce is right, some of the
proposed laws might mean that RIMS on the national level
would have to register as a lobbyist even if its members
continue local lobbying.

Krakowiecki

« In a speech about lobby reform legislation, Mr. Krebs said,
"Such reporting requirements could greatly increase the cost
of complying with the law for those companies and trade as-
sociations which have active grassroot legislative programs.
Furthermore, an organization which never engages in any
direct lobbying could, under some proposals, be required to
register solely because of its 'grassroots’ activities."

| wondered if it wouldn't keep RIMS one step ahead of the
game to hire a full-time paid lobbyist now to represent the
entire U. S. risk management community. Reg Beane and
some risk managers who currently double as lobbyists locally
think it would not.

They point out that on a state-by-state basis, the people
who know the most about regional problems and needs are
the risk managers who work there rather than someone from
the national office who could only visit a state once in a
while.

A lobbyist has to cultivate close relationships with at least
five or six key local lawmakers and concentrate on them. One
person operating from New York wouldn't be able to do this
nationally. Perhaps the most crucial time a local lobbyist
faces is when a lawmaker introduces a bill that would be in-
compatible with risk management goals. Immediate effort
may be required to defeat it.

* "Sometimes your biggest victory is when an unfavorable
bill never gets out of committee,"” explained one risk man-
ager lobbyist. He asked for anonymity because he is current-
ly working in his state against a law that would exclude
Lloyd's of London from providing excess and surplus lines
mnsurance.

Berry L. Griffin of Baker International Corp. is one risk
manager who said he plans to personally become increasingly
involved in risk management lobbying.

He suggested that risk managers, in addition to lobbying
just for their own companies, could work through their local
RIMS chapters to get a consensus. In California, for instance,
Mr. Griffin would like to see all four RIMS chapters come up
with unified positions that a lobbyist could articulate for
them all. Then he or she could approach legislators and say
"l represent a hundred employers"” or "l represent companies
with thousands of employes." That would have more clout
than the mention of a single corporate interest.

Mr. Griffin also thinks the national RIMS office could be
put to its most effective use as a kind of communicating
point for lobbyists all over the country. If it acted as a clear-
inghouse of information on legislative activities in all the
states, it would keep risk managers informed ab6ut laws they
might not be aware of which could affect their companies.
After all, even though a risk manager might actively lobby
only in a single state, his corporation might have interests
in 25 or 30 states.

The suggestion strikes me as a sound one. Now perhaps
more than any time in their previous history, risk managers
are in a position to work with legislators who are shaping
new laws that will affect insurance, employe benefits and
business risks for years to come. This is the time to do
something.



Hospital welfare trust...

Continued from page 1

asks the court to find that the
administrators and attorneys vio-
lated ERISA and federal securities
laws by dissipating the assets
through waste and incompetency
and order them to reimburse the
trust for ib losses.

James D. Hutchinson, former
administrator of the pension and
welfare section of the U.S. Depart-
ment of Labor and now an attor-
ney in private practice, represents
the benefit committee.

The committee is composed of
three Los Angeles employers who
joined the trust in Mid-1976, Dan-
iel O. Clark, Louis Scalise and
Eugene P. Weigand.

Named as defendants are Lee
Merryfield, the owner of HWA
INnc., administrator of the trust;
Central Trust Bank of Jefferson
City, Mo., trustee of the Hospital
Welfare Assn. funds; and Harry
O. Miller and Claude J. Dorias,
partners in the Beverly Hills law
firm of Miller, Dorias & VWheat.

Mr. Miller, former deputy com-
missioner of insurance in Califor-
nia, and Mr. Dorias have provided

legal assistance for a large number
of self-funded trusts established

under ERISA. Mr. Dorias declined
to give the exact number of trusts
his firm has represented, although
he said an estimate of 50 by the
California insurance department
was "too high.”

Early this month, a federal court
in Los Angeles issued a temporary
injunction against the defendants
and appointed a receiver to mar-
shall the assets of the Hospital
Welfare Assn. trust.

Mr. Hutchinson called the action
an important step in the develop-
ment of case law under ERISA.
The law gives no direction on how
a plan should be terminated, only
specifying that it be done in ac-
cordance with regulations issued
by the Department of Labor. No
regulations have been issued and
the court's ruling may provide a
precedent for other plans, he said.

In addition, Mr. Hutchinson as-
serted that the court's recognition
of the role of the benefit corn-
mittee could provide a precedent
for other employer groups con-
cerned about the operation of their

trusts.

Mr. Hutchinson has asked the
court to rule that Hospital Wel-
fare Assn. trust is an employe

benefit plan within the meaning of
ERISA. Several state insurance of-

ficials fear he will be able to estab-
lish a precedent without a full-
scale hearing on the preemption

The people who know

how to handle it in

DETROIT

are
GENERAL UNDERWRITERS, INC.
730 Buhl Building
963-5240
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issue. These officials argue that
ERISA was not meant to preempt
state regulation of these trusts,
which they say are merely mass
marketed insurance operations.

But Mr. Hutchinson said he felt
the criticism was unfair. Federal
court is the best avenue to protect
the employers in the trust, he
argued, and the preemption issue
can still be raised at any time in
the proceedings.

Defendant Merryfield denied the
allegations that his actions violated
ERISA. He said the trust remained
viable after instituting a 65 % rate
increase in January. "We were go-
ing to aggressively market the
trust to employers," he said. "We
thought our structure was market-
able. We felt the claims had peaked
and we could come out of it."

Mr. Dorias also denied the al-

legations against him and Mr.

Miller. "None of the allegations are
true,” he said. "We -have done
nothing incorrect. We feel there
have been improprieties but that
we have not committed them.”

"The trust ran out of money,”
he explained. "When it did, the
people in charge of setting rates
-the benefit committee-at-
tempted to drag as many people
into it as possible.”

Most of the participants in the
case agreed it is very unusual to
sue the attorneys in a case such as
this one. Mr. Hutchinson said he
knew of only one other case under
ERISA where the plan's attorneys
became a target of litigation.

The suit charges that Mr. Merry-
field, with the assistance of the
attorneys, recruited a number of
participating employers to serve
as the benefit committee of the
trust. This committee allegedly

was established to transfer the fi-
duciary responsibilities and duties
from the administrator without
giving the committee any control
over the marketing or operation of
the trust. The suit charges the
committee was told its duties
would be "entirely eeremonial.”

Mr. Merryfield and Mr. Dorias
deny the charge. Mr. Merryfield
said a number of participating
employers were invited to a meet-
ing where their responsibilities
were explained in detail by Mr.
Dorias. One prospective member
withdrew after being told of the
liability, several sources said.

Mr. Merryfield also said the
benefit committee was established,
to comply with ERISA require-
ments that the administrator be a
"disinterested" party.

An independent source con-
firmed the minutes show that Mr.
Dorias did brief the prospective
benefit committee members of
their duties under ERISA.

The suit also alleges that Mr.

Merryfield and the attorneys at-
tempted to remove two members
of the benefit committee, Daniel
Clark and Louis Scalise, after they
demanded an investigation of the
trust's ,administration.

Mr. Merryfield charges that Mr,
Clark and Mr. Scalise met with
him in the summer of 1976 and
suggested that Mr., Merryfield con-
centrate his activity on sales. They
would then be given control of
the trust's assets and he said the
two men promised they could
make a great deal of money.

Mr. Merryfield said he disagreed
with the plan. He consulted at-
torney Miller, who also thought
the idea inappropriate and asked
the two men to resign from the
benefit committee. They refused,
Mr. Merryfield said, sparking an
adversary relationship between the
committee and the administrator,

HWA Inc., the administrator,
marketed a series of optional cov-
erages such as dental, prescrip-

Continued on page 84
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tion and additional life insurance
along with the basic medical and
death benefits. Mr. Hutchinson
contends it was not made clear to

the employers that these supple-
mental products were not actually

PRODUCT
LIABILITY

CLAIM COST CONTROL
See Our Ad On Page 10
Countrywide Services Corp.

part of the trust or that they were
insured with outside underwriters.

Most of the benefit trusts ex-
amined by Business Insurance also
market optional coverage. These
provide additional commission in-
come to the agents and marketing
organizations. If the court agrees
with Mr. Hutchinson, the profits
agents and marketers earn from

selling a trust operation could be
curtailed.

The suit charges the adminis-
tration of the trust was incompe-
tent and that the defendants al-
lowed the assets to be lost through
"waste, incompetency, self-deal-

ing and inflated and unnecessary
fees.”

AVIATION
REINSURANCE

A Single Capacity of
More Than $40,000,000

ERG MANAGEMENT CORPORATION
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(212) 233-2016

A Duncanson & Holt Group Company

Provided through the Extended Reinsurance Group:
« The Equitable Life Assurance Society of the United
States < The Guardian Life Insurance Company of
America * Home Life Insurance Company * Metro-
politan Life Insurance Company * The Mutual Benefit
Life Insurance Company « The Mutual Life Insurance
Company of New York « The Prudential Insurance
Company of America « State Mutual Life Assurance

company of America
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"The benefit committee charges
we were lax," Mr. Merryfield said.
"We admit we had problems, es-
pecially with the computer work.

But we have solved those prob-
lems.”

The agents selling Hospital Wel-
fare Assn. received 10 % of first
year commissions. An additional
5 % went to the area agent and
10% was reserved for administra-
tion. Additional money was re-
quired for legal fees and other
expenses, leaving approximately
70% of first year premiums to pay
claims.

Those commissions are compar-
able to commmissions paid by a
number of insured trusts Business
Insurance has examined. They are
also ivithin the guidelines several
insurance company executives
have suggested for a successful
multiple employer trust.

Another issue in the ease is the
failure of HYWA Inc. and Mr.
Merryfield to separate HWA
funds from those of the trust.

Mr. Merryfield paid the pre-
miums for a reinsurance contract
with Safety Mutual Casualty
Corp. of St. Louis on three differ-
ent occasions out of the funds of
HWA Inc. The payments were in
April for May, May for June and
December for January.

Mr. Merryfield contends that the
first two payments were known by
everyone connected with the trust.
But other sources have told Busi-
ness Insurance that the payment
made in May did not appear on
the records. Thus the benefit com-
mittee and others believed the
trust was one month behind in its
payments.

This became an issue when the
benefit committee moved to ter-
minate the contract,in December
1976. However, the action was re-
scinded when the benefit commit-
tee was convinced it would be ill-
advised to cancel the contract con-
sidering the trust's preearious fi-
nancial condition.

A dispute ensued between the
trust's new attorneys, Mitchell &
Mitchell, and Safety Mutual about

whether the contract had been
cancelled. The attorneys felt their
position was weak since they be-
lieved they were behind in pay-
ments and agreed to a reinstate-
ment with a larger deductible.

One source pointed to this prob-
lenn as a major indication of the
administrative problems with the
trust. Mr. Merryfield said he was
merely trying to protect the in-
terests of the participating em-
ployers to remedy a mistake made
by the benefit committee in can-
ceiling the Safety Mutual contract.

Mr. Merryfield also denied re-
ports that the marketing was so
lax that some employers signed
enrollment cards for the 1967
Hospital Welfare Assn. trust, the
vehicle originally formed in 1957
that was insured with Old Re-
public, rather than cards for the
self-funded trust established in
May 1976. Mr. Merryfield added,
however, that he could not be
sure of what every agent selling
the trust did.

In at least one case, the market-
ing organization (HWA Inc.) ap-
parently engaged in deceptive
sales practices. The 65 % rate in-
crease for January was announced
to brokers and employers in a let-
ter dated Dec. 10. HWA Inc. vp
Gregory Boyer, in a letter dated
Dec. 16, said life insurance bene-
fits would be increased to $5,000
from $2,000 on Feb. 1 at no addi-
tional cost.

However, the money to pay for
that increase in benefits had been
included in the January rate in-
crease. The cost per thousand dol-
lars of life insurance remained at
60 cents. Thus, the benefits did
cost more and were provided one
month -after participants began
paying for them.

Mr. Merryfield conceded the
Dec. 16 letter was "not the best
letter in the world."” He said the
money for the added benefits
would remain in trust to provide
the added insurance.

But the major reason the bene-
fit committee has moved to ter-
minate the trust is the deficit that
resulted from inadequate rates.

After the lllinois department of
insurance forced Old Republic out
of the multiple employer trust
business in April 1976, Hospital
Welfare Assn. retained actuary
William Robinson. Following Mr.

Labor asks

Robinson's recommendations, Mr
Merryfield said, the trust in-
creased the rates charged under
Old Republic by 30%.

Mr. Robinson confirmed that he
was retained by the trust. He

made some recommendations and
nent actuary. He then resigned

tuary for the National Multiple
Employers Foundation, another

collapsed.
Mr. Robinson is now the ac-

tuary and founder of the Na-

ministrator of self-funded plans
operating from Chandler, Ariz.

By late 1976 it was clear that

even after the 30% hike early in
the year. The trust's actuary,
Lawrence Mitchell, recommended
a large increase. The benefit com-
mittee and HWA Inc. agreed on
a 65 % increase to go into effect in
January.

By that time the benefit com-
mittee was unhappy with the
work of Mr. Merryfield. Miller,
Dorias & Wheat had withdrawn as
the trust's attorneys on Nov. 1.
The new law firm, Mitchell & Mit-
chell, and the benefit committee
brought in Steven E. Schanes Ltd.
as an outside consultant. The
Schanes firm was eventually
named director and took over con-
trol from Mr. Merryfield.

Steven Schanes, the firm's pres-
ident, is the former head of the
Pension Benefit Guaranty Corp.

The billings for the new rates
were mailed in mid-January.
Within six weeks, according to
several sources, it became clear to
Mr. Schanes and the benefit com-
mittee that the trust was no longer
marketable. That meant there
would be no way to make up the
deficit, estimated at between $2.2
million and $4 million. At that
point the Schanes firm recom-
mended the trust be terminated to
avoid incurring additional liabili-
ty.

Mr. Merryfield says the new
rates were marketable and that
the trust could have been saved.
"We did lose some business," he
said, "but we. continued to enroll
additional business.™ -

states

for list of trusts

WASHLNGTON-The U.S. De-
partment of Labor is asking state
insurance officials to supply infor-
mation on multiple employer trusts
operating in their states.

The department is conducting a
study of the trusts, especially ones
that have opted for self-funding, to
determine if they are covered by
the Employe Retirement Income
Security Act (ERISA). If ERISA
is applicable, state regulation of
the trusts may be preempted.

After receiVing the state reports,
the department will crosscheck the
names against its own files, ac-
cording to Dallas Salisbury, acting
director of the office of policy

planning and research in the DC)L
pension and welfare section.

The Labor Department is also
requesting copies of any documents
state officials have obtained relat-
ing to the trusts, opinion letters
issued by the states on the pre-
emption question and any general
comments the regulators would
like to add.

Mr. Salisbury said the informa-
tion is ibeing sought to give the de-
partment the broadest possible ad-
vice. The department is going to
define a multiple employer trust
before deciding whether or not
ERISA applies to this type of
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"Poor judgment was shawn in
accounting for these items but we
still wanted to retain his services
as a producer and didn't want to
gever him as a whole," said Peter
Ripp, vp and spokesman for the
parent firm.

The 48-year-old Mr. Baxter is
regarded by local risk managers
and fellow insurance brokers as a
"super" salesman, according to a
Business Insurance investigation.
So desirable is Mr. Baxter, in
fact, that he reportedly has been
approached by three other bro-
kerage firms now that he's no
longer with Frank B. Hall full-
time.

Last year, Mr. Baxter earned
$135,044. He also drove a Rolls
Royce, a very visible symbol of
his success.

He rose quickly in the Frank
B. Hall ranks, from vp to presi-
dent and chief executive officer
and Pacific Southwest regional
manager in 1974, and two years
later, in January 1976 to execu-
tive vp and director of the par-
ent firm. He became part of the
Hall organization with the 1972
acquisition of the Allen T. Archer
Agency, which he had been with
since 1954.

Although Mr. Baxter's was the
only resignation to result from the
expense reimbursement/disagree-
ment, the questionable bills be-
longed to several other LA branch
officers as well, the company has
said, although it declined to iden-
tify the individuals.

The LA office has 250 employes,
50 of whom are officers. It is
FBH's second largest office after
New York.

The resignation was requested
only of Mr. Baxter because he was
the person in authority there, Mr.
Ripp said. Hall's proxy statement
dated March 31 also noted that
the company had reason to believe
Mr. Baxter was aware, in many
instances, of the payment by the
subsidiary of certain "travel and
entertainment” expenses not al-
lowable under company policy.

In addition, Mr. Baxter was the
only employe of the involved
group who was also an officer and
director of the parent firm, mak-
ing it logical for him to be re-
moved friom his position of author-
ity.

Most Observers of the insurance
scene in Los Angeles told Busi-
ness Insurance they didn't think
dishonesty was involved in the
expense disagreement. Nor did
they think lavish client entertain-
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SAN FRANCISCO
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434-1500
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ment could have been part of the-
big tabs run up by Mr.- Baxter
and his fellow officers in the LA
subsidiary.

In fact, most insurance manag-
ers described Hall as a less-than-
extravagant provider of lunches,
dinners and such for clients and
prospective clients. Hall's custom-
ers didn't seem to feel they'd been
recipients of any unusual largesse,
merely the usual lunch once or
twice a year. Brokers and buyers
with years of exposure to the way
the insurance business is done,
however, indicated- it's not un-
common for producers of Mr.
Baxter's caliber trying to gener-
ate new business to -entertain chief
financial officers and other'corpor-
ate executives ( above the risk
management level) at sports
events, cultural events or even
lunch in some distant, exotic place

"like Hawaii," laughed one buyer.

In the cases, though, when a
special effort had to be made to
woo a new client, even Frank B.
Hall could go the necessary dis-
tance. One risk manager re:alled
seeing not long ago a newspaper
picture showing several Frank B.
Hall executiyes entertaining a
prospective client at the Rose Bowl
parade, with a picnic under an
umbrella complete with catered
food.

Notwithstanding this side of
the brokerage business, most out-
side onlvokers of the Frank B.
Hall upheaval have surmised that
the personal expenses not allowed
probably took the form of special
perquisities or non-salary compen-
sation accorded the executives in
question. Hall directors on the
audit committee, the speculation
goes, probably took action because
most of those perquisites would
Nnot withstand Internal Revenue

Service inspection. This theory
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was supported by a disclosure in
the firm's proxy statement of this
sequence of events: "The company
has- disclosed to the IRS the above
matters and intends to give ap-
propriate effect thereto in its tax
returns.”

Whether the expenses were for
Rolls Royces, personal loans to
Hall employes as one LA Hall-
watcher implied, or for other com-
pensation and "perks" for the
Hall executives themselves, no one
seems to know for sure. Mr. Ripp
couldn't say specifically what
kinds of expenditures were in-
volved in the aridit and resigna-
tion, and he added that he wasn't
sure he'd divulge that information
even if he did know.

Touche Ross & Co., Hall's CPA
firm, reportedly Mggered the
audit activity by initially refusing
to certify Hall's 1976 books. The
rub could have come because these
unacceitable expenses were "in-
correctly recorded on the subsid-

iary's books," as Hall points out

in its proxy. In such a case, Touche
Ross would understandably be
reluctant to say that Hall's annual
report conformed to generally ac-
cepted accounting principles if
questionable entries had been dis-
covered for several years.
Because the IRS has over the
last several years tightened up its
rules on expense accounts, for ex-
ample, Touche Ross logically
would have scrutinized Nnnore
closely the expense accounts of
Hall's producers. The directors’
audit committee eventually tallied
up $400,000 of expenses over a
four-year period ( 1973 to 1976)
which it said hadn't confornned to
Hall's standards for reimburse-
ment. The company said it has re-
covered $319,000 of this amount
from the executives, including
$86,276 from Mr. Baxter personal-
ly. The company said it expects
to recover the remaining $81,000
within a year.
In its latest official statement,
Continued on Page 86
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appearing in the proxy, Hall not-
ed that "subsequent to (Mr. Bax-
ter's) repayment (of the $86,276),
Mr. Baxter supplied documenta-
tion satisfactory to the company
accounting for $27,445 of such ex-
penses. Accordingly, the company
has reimbursed Mr. Baxter in
such amount.”

The company didn't collect in-
terest on any of the monies it has
recovered, or those it p1ans yet to

Mr. Ripp said Touche Ross dis-
covered the discrepancies in the
course of its 1976 audit. Nothing
was discovered in earlier years'
audits because the amounts of
money in question were nominal,
especially in 1973 and 1974, he
said. The audit sampling procedure
did not immediately pick up the
differences in bookkeeping. Even
in the aggregate, the $400,000 sum
was relatively small compared to
the $90 million total expense re-
corded for the parent brokerage
firm overall, he added.

Following the discovery of the
questionable expenses in the Los
Angeles subsidiary, Hall's audit
committee expanded its scrutiny

Like the way we work with your own insurance

agent.

Because he plans your total insurance pro-
gram, he knows your individual situation and
is the man best qualified to brief us on your

particular requirements.

And with almost a half century's experience in
serving the nation's aviation industry, we are
the company best qualified to provide you with

ASSOCIATED AVIATION UNDERWRITERS

New York - Atlanta - Chicago - Dallas - Denver - Detroit - Kansas City - Los Angeles - San Francisco

to all other offices but found no
other discrepancies.

The Hall annual report, issued
the week of April 4, contained a
close-to-normal statement from
Touche Ross on the fairness of the
reports and their compliance with
accounting principles. The CPA
firm's only qualification deals
with operating figures being sub-
ject to an apparently unrelated
lawsuit by Unigard Mutual In-
surance Co. against Hall over a
charge of negligence involving re-
insurance obtained for Unigard.

Hall discloses in its proxy state-
ment, however, under the heading

of "certain transactions,” an un-
usual business arrangement it has
with Mr. Baxter and also an un-
usual transactbon between Mr.
Baxter and a client. The disclo-
sure states:

"Mr. Baxter, a former director
and officer of the company, has a
one-third equity interest in a part-
nership which owned a 50% in-
terest in a jet aircraft which at
various times during 1976 was
rented to the company or its sub-
sidiaries. The total amount of such
rent paid by the company was ap-
proximately $113,000. The com-
pany believes that (the) rental is
fair and competitive with rates

111111

charged by similar aircraft-char-
tering services. Mr. Baxter's in-
terest in the partnership resulted
in a net loss to him as a prtner
for the year 1976. In addition, Mr.
Baxter guaranteed on behalf of
a client of the company a bank
letter of credit obtained by such
client for the purpose of enabling
such client to obtain a bond placed
by the company. In connection
with such guarantee, Mr. Baxter
pledged his personal assets to the
bank issuing the letter of credit
and was compensated by the com-
pany for such guarantee and
pledge in the amount of $10,250."

Mr. Ripp said there was no con-
nection between: these two trans-
actions and the disagreement over
expenses.

Some brokerage community of-
ficials seemed to feel that these
developments for Hall-and Mr.
Baxter-related more to the sys-
tems of compensation in the insur-
ance brokerage field as a whole
than they did to conscious mis-
deeds. Veteran brokers pointed out
that conflicts about allowable ex-
penses could conceivably arise
anytime salaries are tied in with
expense accounts and incentive
programs. But Mr. Ripp said com-
per=tion was not a question in
this matter.

the proper coverage and follow4hrough ser-

vicethat keeps you flying.

Our aviation-skilled underwriters and claims

people are your experience reserve. You're
secure, knowing you're flying with the world's

best aviation insurance protection.

Ask your agent to let us furnish you a quote on

your aviation insurance. We'll save you both
time and trouble.

Generally speaking, Mr. Ripp
said, Hall employes are paid sal-
aries and not commissions. Salar-
ies, however, are "informally" tied
into the overall remuneration
package, as are expense accounts.

Mr. Baxter wore "a couple of
hats" in the LA operation, said
Mr. Ripp. "He was on salary and
he also produced. As to whether
he was on a commission percen-
tage | don't think it was that for-
mal, but it was connected.”

Remuneration also includes
yearend bonuses for ernployes, he
pointed out.

The compensation of all parent
company officers is also subject to
the approval of the board of di-
rectors.

Mr. Baxter's resignation came
only one week after that of Rich-
ard A. Archer, although Mr. Ripp

said there was no connection be-
tween the two events.

On March 8, Mr. Archer re-
signed as chairman, chief execu-

tive officer and director of the
corporation, titles he had held
since January 1976.

He cited health and other per-
sonal reasons for his decision.

Mr. Archer also has a three-
year contract to continue with
Hall at an annual salary of $100,-
000. He will return to his original
base of operations in Los Angeles
primarily as a management con-
sultant. He will also serve in a
new capacity, that of "emissary”
or liaison between the Los Angeles
office and the Briarcliff Manor
headquarters of Hall, said Mr.
Ripp.

Before moving to Briarcliff in
1974 as Hall's president and chief
executive officer, Mr. Archer was
based in Las Angeles for the firm.

Mr. Archer was president of the
Allen T. Archer Agency when
Hall acquired it in 1972.

Succeeding Mr. Archer as chair-
man and chief executive officer is
Albert J. Tahmoush, 55, who has
been president since 1976. -
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Theret more to winning at Backgammen
than just the roll: of the dice

Just as there's more to asset protection than just insurance.

The sophisticated risk manager'and financial.executive know that to
win at the game of protecting millions of workers and billions in cor-
porate assets, he must use all the skills he can muster to com pie-

ment his basic programs of risk control/insurance.

Yes, there is more than just insurance and the risk manager wants to
know the what's, where's and how's of risk management services. He

has already learned the why's.

On May 30, BUSINESS INSURANCE will publish its annual special
RISK MANAGEMENT SERVICES issue. But, for the first time, this
feature will also encompass the broad subjects of Safety and
Secur.ity. A recent editorial in B-.1. noted:

"The reason for combining these subjects with'other loss preven-
tion topics in the Services issue was simple: the overall shift in the

way the risk management and insurance business now ap-

proaches loss prevention and claims handling dictated that we -

devote much more attention to the myriad suppliers of advice and

counsel to risk and benefit managers.

"In recent years, an 'unbundling' has taken place in the insurance
industry, with underwriters and brokers not only providing but

also emphasizing their engineering, consulting and administrative

capabilities. In addition, independent contractors such as ad-
justers, accountants, actuaries, consultants, communicators, data
processors, salvagers- and security experts are working directly
with insurance and employe benefit managers to provide counsel
on the best management techniques for.corporations and other

organizations.”

The BUSINESS.INSURANCE audience of nearly 100,000 risk, finan-
cial and top management executives, leading insurance brokers,
agents and consultants, underwriters and other industry,influentials
will be looking forward to this special RISK MANAGEMENT SER-
VICES jssue (including Safety and Security) with keen interest. They
know this is must reading when they are considering the purchase of
services and systems which help them protect corporate assets and

employes.

The opportunity is a monumental one for any marketer of risk
management services and for marketers of insurance, too. To make
sure that your specialized marketing message reaches this influential
target in the- May 30 issue, reserve your advertising space now!
Ads close May 17, 1977.

For more information and assistance, call Don Walsh, Advertising
Sales Director, at (212) 968-5050 or contact one of our sales offices

listed below.

.business
msurance

the newsmagazine that. Just had to be.

New York: 708 Third Avenue, NY 10017 (212) 986-5050 Chicago: 740 Rush Street, IL 60611 (312) 649-5275 Los Angeles: 6404 Wilshire Blvd., CA 90048 (213) 651-3710
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people

IDS taps Peterson
for benefits position

Bruce A. Peterson, 34, will be
replacing D. E. Maxson as direc-
tor of employe benefits at Inves-
tors Diversified Services Inc. of
Minneapolis. Mr. Maxson will be
retiring this month after 27 years
with IDS. Mr. Peterson formerly
assisted Mr. Maxson as manager
of employe benefits, and has been
with IDS since 1967. Upon assum-
ing his new job, he will be report-
ing to Kenneth A. Latta, vp of

personnel. A decision has not
been made on whether to -fill Mr.

Peterson's former position.

Kathy Block, formerly an ad-
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ministrative assistant in the insur-
ance department of Fluor Engi-
neers & Constructors Inc. in Los
Angeles has been named corporate
insurance assistant for Beneficial
Standard Corp. Los Angeles. She
replaces Patti Slater who resigned
in February to be named to the
newly created position of insur-
ance coordinator for National
Medical Enterprises, Los Angeles.
Ms. Block reports to John M. Deg-
non, director of corporate insur-
ance at Beneficial Standard Corp.
Her responsibiliti'es include prop-
erty/casualty insurance as well
as employe benefits and the cor-
porate pension plan. Ms. Block has
nine years of corporate insurance

experience.

James R. MclLees, has been se-
lected by the state of Washington
as its first risk manager. In his
new position, Mr. McLees is in
charge of the state's property/cas-

ualty coverage. He was previously
employed as insurance coordina-
tor for C. F. Braun & Co. of Al-
hambra, California and risk man-
ager for Carter Hawley Hale
Stores and Orange County, both
in the Los Angeles area.

Joseph M. Dancheck, 41, has
been elected assistant vp of the
Harris Bank of Chicago. In the
newly created position, Mr. Dan-
check manages the entire insur-
ance program of the bank and its
subsidiaries. Mr. Dancheck has
been with Harris since 1967 and
worked on its insurance program
as a member of the planning and
control group for four years. He
will be reporting to Richard Egan,
vp and director of accounting.

- ——

Ray Martinez, 34, was promot-
ed to manager of banking and in-
surance at Capitol Industries-
EMI Inc. of Hollywood, Calif. He
succeeds Dave Palacio, who now
runs the record company's finan-
cial planning department. Mr.
Martinez reports to corporate
treasurer Kenneth Northrup. Mr.
Martine=z had been an internal
auditor with Capitol since 1974.

Richard Culberger, 31, took
over the insurance department of
Tishman Realty & Construction

classified advertising

RATES AND CLOSING TIME: $3.00 per line, minimum charge $15.00. Cash

with order. Figure all cap lines (maximuln--two) 30 letters and spaces

per line; upper & lower case 40 per line. Add two lines for box number.

Replies are forwarded daily. Closing deadline: Copy in written form in
Chicago office not later than noon, Monday, 7 days preceding publica-
tion date. Published every other Monday. Disp:av classified takes card
rate of $30.25 per column inch, and card discounts on size and Pe-
quency. Mail ads to Business Insurance, classified advertising dept.,
740 N. Rush St., Chicago, IUinois 60611.

HELP WANTED

PENSION CONSULTANT

3-5 yrs exp corporate pen-
sion planning medium to
large companies. Knowl-
edge of ERISA, Funding,
and Actuarial evaluations.
Work with clients. Midtown
NYC consulting firm. Send

resume with salary require-
ments to:

Box 861, BUSINESS INSURANCE
740 Rush St., Chicago, Ill. 60611

RISK/CLAIMS MANAGER

Modern 870 bed general hospital located
in Columbus, Ohio offers excellent op-
portunity for the experienced risk man-
ager. Must be knowledgeable of self in-
surance concepts and able to establish
a strong claims avoidance system. The
ideal candidate will possess expertise in
liability claims adjustments and be able
to initiate and organize a program for a
progressive health care facility. Appli-
cants should possess a degree in busi-
ness adminis-ration or a related area
and have 3 to 5 years of progressively
responsible experience in a field com-
patible to risk management. Send re-
sume includirg salary history and rec-
ord of accomplishments to: Mrs. Gussie
Dye. Employment Manager, Riverside
Methodist Hospital, 3535 Olentangy
River Road, Columbus, Ohio 43214

RISK/
INSURANCE

ANALYST

For our headquarters in

Northern Bergen County, New Jersey

We are seeking an individual with a minimum of 1 to 2 years
of property/casualty insurance analysis experience.

Position duties involve contract analysis, renewal control, prep-
aration of insurance reports and development of risk control

statistics.

We offer a competitive salary and a generous benefits package,
including tuition refund and savings plans.

Send resume, including salary history, in

confidence to Mrs. R. Miller, Employment Manager
MERCEDES-BENZ OF

NORTH AMERICA, INC.

One Mercedes Drive

Montvale. N. J. 07645

We are an equal opportunity employer, M# F

Co. in New York City. Mr. Cul-
berger, who reports to Tishman
treasurer Donald Svoboda, is the
former insurance administrator of
the city of Yonkers, N. Y. He
holds a law degree and is a li-
censed real estate and insurance

broker.

Joseph I. Cline Jr., has been
named manager of Republic Steel's
recently formed risk management
section. A product of the restruc-
turing of the corporation's insur-
ance division, the section has
broad responsibilities for identifi-
cation and control of accident ex-
posures and costs, as well as for
development and administration
of corporate insurance programs.
Mr. Cline joined Republic two
years ago as assistant manager of
insurance. John R. Wheeler, for-
mer manager of the division, will
continue to oversee Republic's in-
surance progranns as manager of
insurance administration. A na-
tive of Cleveland, Mr. Wheeler has
been with Republic since 1946,
and was named insurance divi-
sion manager in 1963.

Herbert L. Cunningham, 49, re-
cently became vp-administration
of Transamerica Corp., San Fran-

cisco. His responsibilities include

the management of employe ben-

Large Commercial Lines agency located
inNn Maine and Southerm New Hamp-
shire is seeking a production oriented
person who also has considerable tech-
nical expertise in Commercial Lines.
Position offers excellent remuneration
n contains significant growth poten-

Contact: Catherine DeCoster

c/° It'%2'Z,Mency

Auburn, Maine 04210

SENIOR CONSULTANT
Southern Risk Management and Consulting
firm seeking person with Risk Management
background, Firm specializing in Oil Field and
related industries with moderate activities in
other areas. Minimum 3 years experience in
Consulting field. Excellent benefits and pos-
sible Profit Sharing arrangements. Please
submit resume and salary requirements.

Box 860, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611

RIMCO, one of the largest and fast-
est growing pure risk management
consulting firms needs to fill the po-
sition of Senior Consultant.

This position requires experience in-
volving the cost and coverage ana-
lysis of various lines of insurance,
various funding programs and insur-
ance services.

Primary qualifications include at
least 5 years of broad experience in
the property and casualty field, pref-
erably with a consulting or insur-
ance agency/broker.

We offer a superior salary, generous
fringe benefits and an exciting chat-
lenge. Please send a resume, com-

plete with salary history and require-
ments to:

Wm. S. Mcintyre, President
RIMCe6, INC.
10300 North Central Expressway, Suite 180
Dallas, Texas 75231

efits and corporate risk. Mr. Cun-
ningham joined Transamerica
over five years ago. He was di-
rector of risk management before
assuming his newly created pos,i-
tion, in which he reports directly
to top management. A member of
the San Francisco Chapter of
CPCU, Mr. Cunningham is also an
associate in risk management of
the Insurance Institute of America.
- 3 -

Robert B. Seghi has become the
employe benefits manager at the
Los Angeles insurance brokerage
house, Rollins Burdick Hunter of
Southern California. A business
and mass communications gradu-
ate of Wayne State University in
Detroit, Mr. Seghi spent 13 years
as individual life, health and qual-
ified retirement Dlans manager at
the Hartford Insurance Group's
Los Angeles office. In his newly
created position, Mr. Seghi will
report to company president
Charles F. S. Ryan.

Business Insurance would like
to report on changes in your risk
management or emplove benefit
department. Please let us know
of any changes by writing David
Konigsberg, Business Insurance,
708 Third Ave., Neto York, N.Y.
10017 or caN (212) 986-5050.

RISK MANAGERS
EMPLOYEE BENEFITS
CONSULTANTS

For over 15 years, don Howard
has served the Insurance Industry
at the middle and upper manage-
ment levels. Whether you are "in
the market"” or are basically hap-
pily employed and would consider
a change only under the most
ideal circumstances, you will find
that the don Howard organization
with its excellent relationship with
client companies, brokerage firms,
agencies and consulting firms, is
in the best position to confiden-
tially handle your situation.

RICHARD ZIOBER, PLACEMENT MANAGER

ALL FEES PAID

don HOVWARD

PERSONNEL SVvC.

40 Marietta St., NwW
(404) 577-9630
Atlanta, Ga. 30303

other offices: New York, Chicago, Dallas,

San Francisco, Houston

BOND ACCOUNTS
PERSON

Marsh & McLennan inc., is offering a genuine career

opportunity in theif Chicago bond department for a

quality all Bond-Lines Accounts person. We require an

experienced professional with personality and back-

ground conducive to effective relationships with our

staff, clientele and markets. The academic background

should be sufficiently solid as to assure clarity of

thought and expression.

Effective General Bond experience of 5 to 10 years is

essential however first priority consideration will be

given to qualities of integrity, industry, responsibility
and service, all necessary ingenerous measure to be a

successful representative of Marsh & McLennan. Send

resume in complete confidence stating salary history

Marsh &
Mciennan

222 S. Riverside Plaza
Chicago, lllinois 60606
Attn: Ms. Carolyn Vick

An Equal Opportunity Employer M/F
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EQUAL

Let's face facts. You, Mr. Businessman, are not qualified to
pass judgment on your fiduciary liability coverage. Neither
are many agents or brokers. You need the advice of your
attorney. Only he can tell you which policy is best foryou.

A majority of Fortune 500 companies have decided to in-
sure thru the Professional Indemnity Agency's facility.
Why? Because of specific recommendations by their attor-
neys - and because RI.A. is the acknowledged leader in
this special. field.

Specimen policies are available from RIA for you, your--

attorney or your agent. Remember - your personal assets
are at stake.

Professional Indemnity Agency
110 East 59th Street

New York, New York 10022
Tel: (212) 421-2033 Telex 14-8435



Il you canTE find your insurer

whenaclaimneeds attention,
thal'sun-American.

The best insurance protection can slip properly and givingyou full support in safety
quickly to second-best if claim service doesn't engineering, risk analysis and loss control.
measure up. We don't stick our headin the sand -

At American Mutual, we giveyourespon- orin the douds. We keep our eyes on your
sive, fajr settlements. We feel as strongly about needs. That'sthe American way, the American
this as we do about making your insurance fit Mutual way.

Awnerican

AAutual

INSURANCE COMPANIES,WAKEFIELD, MASS. 01880

We want to keep you safe, and sound.



