Burmah' s unique plan pays dividends

HOUSTON-Burmah Oil & Gas

I Joint participation by under- needed and other technical de- controls ownership of the huge
Co recently completed the place- writers' The placement IS the first tails to be used in the rating pro- offshore platformm, Mr Greene told

- ment of a record-breaking risk in offshore oil drilling risk on which cess, and mailed them out as an Business Insurance. He noted with

[ establishing some madJor prece- are on the policies jointly, said for review and analysis purposes

dents and saving Burmah substan- Mr Greene.

tial premium dollars - Approach to markets The

this problem in some entirely new lieves

aa ways because he figured "this was

the world's insurance markets, more than 100 insurance carriers initial presentation of the risk this size of risk, quite the oppo-

site result could have occurred

had the nine owners of the rig

THE OBJECT of this whole and the contractors gone helter-
, The person behind the whole placement is the first which re- exercise was to achieve the ulti- skelter into an increasingly tight
marketing effort was Allon J suited in "such close control” be- mate degree of control of mar- marketplace.
Greene, property and casualty tween world insurers and Bur- kets And It worked, Mr Greene
risk manager, who approached mah's managers, Mr Greene be- IS most pleased to admit

A one cent reduction in the rig

rate meant a premium savings of

The premium cost savings were $30,000 Mr Greene disclosed that

- Use of manuals Mr Greene enormous, for Burmah and the Burmah spent some $20,000 on

a good risk, and there Just had to prepared large detailed manuals eight other companies participat- travel expenses for himself and

be a better way to place it "

With this program, Mr Greene
and his associates established sev-
eral "firsts” in the insurance in-
dustry, including:

- Capacity. Burmah obtained
over $300 million worth of cover-
age for the largest single offshore
O11 drilling platform ever con-
structed, also the most Northerly
platform location In the North

L Sea fields, standing in 550 feet
of water and subject to waves up
to 96 feet The previous high
capacity for offshore platforms
was $160 million on a single risk

- Policy layering: The place-

ment is the first such layered off-

shore construction program, with

11 the first layer to $175 milhon, sec-
ond layer $25 million m excess of

describing the risk the coverage ing in the Joint venture which

that, third is $15 million over the national newsmagazine for buyers of employe,
{tat, atudrtheififth ismhomion property and liability protection and financial services

excess over $300 million

Continued on page 64
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Rules bar expensing of future uninsured losses

STAMFORD, ZT.-The Finan- paired or a liability incurred at the retention and self-insurance if insurance companies that may not the premium to be retamed by the
cial Accounting Standards Board date of the statement,” and the large losess have to be recorded in involve transfer of risk "

issued final rules governing cor- amount of the loss must be rea- total at the time they occur, caus-

insurer or reinsurer, "shall be ac-

It appears that one of these may counted for as a deposit by the in-
porate accounting for self-insured sonably estimable The FASB de- ing a volatile profit and loss pie- affect the way companies record sured or the ceding company,

and uninsured losses which cor- fined a "probable” loss as a future tuie This could force companies expenses for premiums paid to in- said the FASB rules

porations believe will occur some- event which IS "likely to occur " to tui n to insurance because of surance underwriters used as

time in the future

"Those contracts may be strue-

Thus, allocation of predicted loss their need to have a stable pattern fronting companies in various tured in various ways, but If, re-

The rules, essentially the same costs for most self-insured proper- of profit growth so that investors kinds of insured cash flow plans gardless of form, their substance IS

as proposed last year, (Busmess ty and liability risks "would not be are attracted to the company
Insurance, Jan ]3) are important appropriate until the actual event”

The FASB's line of reasoning is that all or part of the premium

INn a surprise move, the Finan- that some insurance contracts, de- paid by the insured or the ce¢ling

to corporate risk and insurance giving rise to a loss has taken cial Accounting Standards Board spite their form, do not "provide company is a deposit, It shall be

managers since many companies place, the FASB said
which have rout_nely recorded as
expenses in their periodic financial
statements the amounts charged what impact these rules will have
to "accrued reserves" for future on corporations’' risk retention or
self-insured losses will no longer self-insurance programs While
be able to use his accounting many brokers and risk manage-
method ment consultants contend the im-
The FASB established certain pact will be minor, those firms re-
ground rules for making these ac- sponding to the FASB's proposed
cruals from now on Both of two rules last fall said they would
conditions must be met before such - be forced to buy insurance
By STEPHEN D. GILKENSON
and SUSAN ALT

expenses can appear on the profit (or reinsurance in the case of In-
and loss statements, once the rules surance companies and captive in-
become effective July 1, 1975, the surers) if not allowed to accrue
board said First,
able that an asset had been im-

“it must be prob- for future losses,

- look less favorably upon risk

for self-insured future losses by the insurer

included in its accounting rules for indemnification of the insured accounted for as such,” the board
In these cases, the declared
IT'S NOT KNOWN exactly two rules governing "payments to premium paid, less the amount of

Continued on page 8

Survey reveals which risk managers
are seen as foremost in their field

Acknowledging that truism, this persons who've been in the insur-

magazine compiled a list of 18 risk ance and risk management field
managers Judged to have had a for 20 and more years, such as

CHICAGO-A good risk man- substantial impact on insurance E William Altstaetter with Rock-

ager is loyal, trustworthy, thrifty markets and the risk management well International Corp, Charles

and brave As well as tenacious, profession In addition they were F Krauter of W R Grace Co and
of course, not to mention any noted to have displayed technical Waller Smith of United Air Lines

numbei of other things

FIA plant inspection

knowledge of risk management Inc One well-seasoned team, men-

Executives of insurance com- and insurance coupled with un- tioned numerous times ina single

pantes and major national broker- usual ability to solve problems breath, includes Woody Paris, Walt

Cu t d raWS CI ie n tS' i re consultants, told Business Insur-

ance in a wide-ranging Informal
survey conducted two weeks ago
By MARGARET LeROUX value of the property, inspections that they judge risk managers by
would be more frequent a host of conflicting criteria

NEW YORK-AN apparent fail- "I'm not sure what they mean Sometimes the risk manager must

age firms as well as independent within their companies

VWoodard and Robert Hoff of Boe-

Some of the risk managers are ing CO, described as a singularly

AIMS/Dallas

CONFERENCE spothght zssue

effective group

Also ending up on the newly-
compiled list of some exceptional
risk managers were Allon Greene
of Burmah 011 & Gas Co, Edward

ure by the Factory Insurance Assn by inflationary trends," another have a mixture of seemingly im- begins on page 25 The focus Kettel of Atlantic Richfield Co

(FI1A) to communicate a change risk manager said, "but 25 of our possible quallties in order to be

The economy and its effect on nsk

and William Baxter of J C Pen-

in its fire inspection schedule has plants are getting less frequent in- forceful yet effective in his own managers A survey of leading ney Co Inc

raised the ire of some insureds. spections than last year with no organization

"All of a sudden we're getting change in premiums or premium
fewer inspections than last year credit "

on the same property insured with conversations is that an except-

corporations dsclosed widespread

In fact, the clearest criterion belt-tightening, page 25 Premium
revealed by more than 30 phone fznanclng firms register growth,

page 30 Laid-off workers care for

Also among the most capable
risk managers were S Peter Law
of U S Industries, Charles Bailey
of Tenneco Inc, Howard Weber of

the FLA," one risk manager told THE RISK manager explained lonally good risk manager Is, above Tecessionary ills, cause benefit 3M Co and Richard Soper of Levi

Business Insurance.

FIA, however, maintains the in- age and business interruption pol- tion "It's not necessarily the man-

that on a combination direct dam- all, effective in his own organiza- bulge

page 42 Managers eve

money flows, page 44

Strauss & Co

Risk managers having 15 years

spection schedtle has been icy with the FIA, his company ager who is in front of the publle Moving contran; to the reces- or less in the field and mentioned
changed only to reflect inflation's had a schedule providing for an in- a lot, or who only talks a good sion, however, are 021-related in_ as having had a notable impact on
effect on the value of properties spection every nine months for game," summed up a top official dustnes Associate editor Margaret the industry and their own com-

insured with them plants valued between $1 million of an underwriter

Accordmg to a change m fire and $3 million; one inspection ev- Thus, nearly everyone agreed

Lei%our vzsited Texas for a new
of nsk management in the eld

panies included Rollyn Storey of
SCM Corp, Burton Carbino of

inspection schedules implemented ery seven months for plants valued that judgments about the so-called Polluton control (page 29), m_ Schlumberger Ltd , Stefan Valovic

"late in the final quarter of last between $3 million and $5 million, superlative risk managers may be
year," an FIA spokesman said, "if and one inspection every five distorted, because the most effec-
a property value stayed the same, months for plants valued between tive individual in the whole coun-
there would be a slight decrease in $5 million and $7 million
inspection frequency, but if there
were a substantial increase in the

try in terms of his or her impact
FIA changed the schedule, rais- on one corporation may be vir-
Continued on page 2 tually unknown

surance (page 34), and programs

of Kaiser Aluminum & Chemical

at Penrod, a leading drilling con- Herbert Cunningham of Trans-

tractor (page 38) Rzsk manager
at LTV Corp, shared views on
conglomerate nsks (page 26)

america Corp and Irvin Nicholas
of the University of California at
Berkeley

Contrnued on page 48
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FIA inspections...

Continued from page 1

ing the property values qualifying
for these inspection schedules.
Properties valued between $1.3
million and $4 million now get in-
spected once every nine months;
properties valued between $4 mil-
lion and $7 million get inspected
once every seven rnonths; and
properties valued at more than $7
million get an inspection every five
months, the risk manager said.

The two-month lag in inspec-
tions in the new schedule could
mean a significant increase in fire
hazards in any plant, the risk man-
ager claimed.

The entire thrust of the "highly
protected risk' (HPR) program is
the basis for his corporation's in-
suring with FIA, he continued.
The decrease in inspections will
have a definite effect on loss pre-
vention, the risk manager said.

FIA claims that monetary value
is but one of a number of criteria
used in determining how often a
property requires inspection.

THE HAZARDS involved, the
size of a property, type of occup-
ancy and the quality of risk man-
agement are other considerations
used in determining inspection fre-
quency, a spokesman for the FIA
said.

A high-risk property with the
same value as that of a low-risk
property will require more atten-
tion and more frequent inspec-
tions, he continued.

When asked how inflationary
changes in inspection schedules
were determined, the FIA spokes-
man said that such information
was "not available at present,” and
that "the basic inspection schedule
is proprietary information."”

"Our level of service is still ade-
quate for this period of inflation-
ary economy," he stated.

He noted that until the change
in inspections occurred, he had no
criticism of FIA's service. "We
think they provided excellent
service in the past,” he said. But
the underwriter's failure to inform
insureds of the altered inspection
schedule is unfair, this risk man-
ager claimed.

"Apparently the change went in-
to effect last August, but we didn't
find out until last month," he said.

Inspections are a plant level ac-
tivity and it's not until summary
reports are forwarded that cor-
porate headquarters is informed
of any changes, the risk manager
explained.

He advised other FIA insureds
to check with their plants on the
fire inspection schedules. 'Tin sure
there are a number of risk man-
agers who don't even know they're
getting fewer inspections,” he

_ e E ————u _
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First State is the largest and oldest domestic com-
pany formed to write Surplus Lines, Special-Pur-
pose and Reinsurance Business.

And through the years we've created problem-solv-
ing insurance and reinsurance programs for busi-
nesses of every description - including over 500
of the world's major corporations. We've also pro-
vided them with continuity. Many have been clients
since our beginning - many, many more for ower
twenty years.

First State..

. we're here now and shall be here in

the future... call us, we're ready to listen, ready to
create and assist in areas of common interest to

agents, brokers and their insureds.
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Most highrise fires
due to 'human error’

PHILADELPHIA-Although
stringent codes and regular fire
inspection make it "unlikely"” that
a towering inferno-type fire could
occur in a high rise building in
the U.S., "human error, ignorance
and carelessness" might lead to a
holocaust despite the absence of
construction or design deficien-
cies, said Lt. Michael Dougherty
of the city's fire department.

Lt. Dougherty, who addressed
the Mutual Insurance Engineer's
conference meeting here said the
following examples of human er-
ror could create unnecessary risk:

= allowing building conditions
to deteriorate to the point at
which a fire could occur;

= failure to sound the alarm

and notify the fire department
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and evacuate the building;

- attempting to fight the fire
before notifying the fire depart-
ment or before leaving the build-
ing; and

- failure to compartmentalize
the blaze by leaving doors open.

Referring to a highrise fire in
Sao Paulo last year which took
170 lives, Lt. Dougherty stressed
that the cause of the fire was "not
inevitable” in spite of a design
feature that allowed for only one
stairway that could be used for
evacuation after the fire started.
The cause was due to human er-
ror, he said.

The city fire department has
conducted a training program to
explain the special conditions of
older buildings where pre-code
conditions exist, he said.

The department assigned a spe-
cial highrise team to full time
fire prevention activities such as
teaching all highrise building
managers and tenants about fire

and life-saving tech-

safety

r—iiques_ _

Agents and brokers

important notice

A mailing of questionnaires
for the fourth annual Business
Insurance Agent/Broker Pro-
file issue, to be published July
28, went out today. For further
information on how your
agency or brokerage may have
a listing included in this issue

please see editorial on page 14.

:
)

AWA41 71*-—-»11>k

144 F-1,1,1--U-",

Of course we'ue had IAC in on this project
from the ground up. Why?

The value of any asset is a moving target. Sometimes
the target moves rapidly, such as during today's spiral-
ing inflation or during construction of a new building.

A current IAC appraisal protects against moving
values. By enabling insurance coverage to be set at
realistic levels, protecting you against the excess costs
of premiums for uncollectable over-insurance and the

losses of under-insurance. By proving the loss, and by
a multitude of other solid business reasons.

To learn how an IAC appraisal can be one of your most
valuable business tools, write for our brochure. Or,

better yet, call the nearest IAC om ce.

Industrial Appraisal Company

Where the worth of a business is weighed.

Home office: 222 Boulevard of the Allies, Pittsburgh, Pa. 15222

(412) 471-2566

New York-Chicago-Los Angeles-Philadelphia and 24 other cities



lllinoisrisk manager uses computer to
cut costs, self-insure, control losses

By PAUL R. MERRION

CHICAGO-"If risk manage-
ment is in its infancy, government-
al risk management is even more
so™

But if lllinois risk manager Don-
ald Schieck says he is crawling like
a baby with his insurance pro-
gram, his predecessors and non-
risk management-oriented insur-
ance managers in government else-
where are not even out of the
play-pen yet.

While at the top lllinois insur-
ance post for barely a year, he has
managed to lop off more than
$600,000 from the state's insurance
bill by putting into practice some
basic risk management principles.

For instance, he cut the vehicle
insurance premium by $90,000
after he looked closely at the
policy and found that many un-
licensed vehicles-such as lawn-
mowers and snowplows-were in-
sured unnecessarily.

And he saved the state about
$350,000 when he stopped buying
builder's risk insurance for proj -
ects that in most cases were al-
ready covered by the contractor's
own insurance. Usually, he said,
the individual policies covered
more exposures, such as transit

risks.

CONSOLIDATION AND elim-
ination of many other insurance
policies created savings elsewhere,
and he expects to put those sav-
ings into the million dollar range
in future years.

Part of those savings will come
from his newly received authority
to self-assume workers' compensa-
tion insurance. With a $5 million
claims budget, he hopes to drastic-
allly reduce costs through a com-
puterized central data file, safety
programs, and better financial
management, including use of ex-
cess aggregate stop-loss insurance.
"Risk management practices have
been lacking in workers' compen-
sation,” Mr. Schieck said.

His main tool in putting the II-
linois insurance program on a risk
management basis is an electronic
data processing system for loss
control that is better than many
comparable systems in private in-
dustry, Mr. Schieck said. For in-
stance, he can pull quarterly or
yearly vehicle accident reports
from the state's own computer,
broken down by type of accident,
cause of accident, department, and
other criteria.

Developed by Mr. Schieck and
his staff last October (and pro-
grammed by an outside firm), the
data processing system will be ex-
panded regularly to keep tabs on
all aspects of the lllinois insurance
program, he said. During the next
fiscal year, he plans to develop a
computerized inventory of all state
property. An historically self-as-
sumed risk, property exposures
may be self-insured when Mr.
Schieck figures he has enough
data, such as what it would cost
the state to replace a building de-
stroyed by fire.

The computer has already paid

off with large savings on vehicle
insurance.

Armed with accurate accident

Argonaut not reinsuring

Argonaut Insurance Co. said
April 8 that it is withdrawing from
the reinsurance market. Jerrold V.
Jerome, the firm's president, said
the decision was made to allow
Argonaut "to devote its time and
efforts to its basic workers' com-
pensation and r el at e d liability
lines." Mr. Jerome emphasized the
decision would be carried out in an
"orderly" fashion.

information on the state's almost
11,000 vehicles, Mr. Schieck was
able to set a minimum unit risk
charge of $36 that could be allo-
cated to each automobile or truck
within a department. Based on the
loss history of the department, he
then makes additional charges
where the accidents occur most
often.

The new vehicle insurer, Trin-
ity Universal Insurance Co., Dal-
las, had to make two important
agreements to win the three-year,
$765,000 premium contract: They
use accident report forms special-
ly developed by Mr. Schieck and
his four-man staff, which facili-
tates computer analyses of losses,
and the company employs an en-
gineer to design a safety program.

So far, Mr. Schieck has found
that 86 % of the accidents are the
result of the driver's failure to
recognize a dangerous driving sit-
uation and, thus, were prevent-
able. He has instituted a loss re-
view board to investigate drivers
with bad safety records.

Also, the capacity for producing
OSHA reports on state employe
accidents is being built into the
system, even though the informa-
tion probably will not be required
for years.

BUT COMPUTERIZED data
control is not new to risk managers
everywhere. Mr. Schieck, who was
previously the assistant risk man-
ager at Rockwell International
Corp., said although there are

many similarities between govern-
ment and business risk manage-
ment, some problems must in-
evitably be unique.

One of Mr. Schieck's major jobs
in the last year was arrangement
of the insurance details for the
new lllinois lottery. A system for
bonding the 10,000 people who sell
the lottery tickets was developed
so that the cost per agent is only
$.39 for a $10,000 bond, compared
to the $1.25 per person charge if
the bonds were bought on an in-
dividual basis. National Surety
Corp., a subsidiary of Fireman's
Fund Insurance Co., does the
bonding.

He also set up a program with
Metropolitan Life Insurance Co.
to guarantee prizes to the lottery
winners, because of the lottery
commission's concern that future
state legislators might not appro-
priate payments. For $435,000, the
state purchases an annuity that
guarantees the $1 million winner
his annual prize of $50,000 for 20

Lost in the
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years, Mr. Schieck said.

Mr. Schieck and his staff also
rewrote and consolidated all the
personal liability policies because
in many cases they were not com-
prehensive enough, he said. An
important feature of the policies
for police officers is that they now
include protection from suits for
violation of constitutional rights.

BUT, AS MR. SCHIECK said,
most of the exposures in govern-
ment and business are the same,
so the risk management techniques
are the same. "The problem is, you
have to make the insurance pro-
gram fit the statutes and the ac-
counting system," he said. "Since
no state has unlimited resources,
the purpose of risk management in
governnnent nnust be to preserve
the tax structure.”

Because sophisticated insurance
techniques are seldom heard of
or used by public entities, "the

results can be enormous,” Mr.
Schicck ss=aid _ -
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Kemper division ioins with James
on new fiduciary liability cover

CHICAGO-Fred. S. James &
Co. Inc. is aggressively marketing
a new fiduciary liability policy un-
derwritten by Sequoia Insurance
co.

It uses a single form for single
and multiemployer benefit plans,
ostensibly offering discounts up to
25 % and more for clients wishing
to retain higher deductibles up to
$250,000 or purchase narrower
coverage.

William H. Gill, casualty man-
ager of James's office here, told
Business Insurance in early April
that James had already sold 12
policies and had another 40 quotes
out. James is issuing only one-
year policies, Mr. Gill said.

Cost of the fiduciary liability
policy for different plans had end-

ed up being roughly one-third the
cost of a D&O insurance policy
from the same carrier. James and
Sequoia are offering up to $3 mil-
lion coverage with a standard
minimum $ 1,000 deductible, al-
though Mr. Gill said additional ca-
pacity may be available in the fu-
ture. Sequoia is a wholly-owned
subsidiary of Kemper Insurance
co.

THE RATE schedule being used
for the policy includes three basic
charges, based on three-year plans.
The first is a charge per fund.
Plans with assets under $10 mil-
lion pay $500, assets to $25 mil-
lion pay $750, assets to $50 mil-
lion pay $1,000, assets to $75 mil-
lion pay $2,000, assets to $100 mil-

Frank
Is atightwad

With your money.

When we act as your business

insurance brokers, we help with
more than the selection of the

right insurance companies.

Recently, for example, we

helped a company add more than
$2 million to its cash flow. At the

same time, we made significant
reductions in their insurance rates

that created savings jn excess of
$1 million. All without curtailing
their basic coverage.

Today, more than ever, you
have to bring fresh, flexible,
innovative thinking to corporate

risk management. Be it cash flow.
Financial risk management plans.
Loss control. New funding

concepts. Self insurance. Or the
world market for insurance

placements.
We've become one of the

world's leading insurance
organizations by our unique
ability to help companies find

lion pay $3,500, and assets over
$100 million pay $5,000.

Fully insured plans pay a basic
$100 charge.

The second charge is per named
fiduciary. Plans with assets up to
$10 million pay $75 per named fi-
duciary, to $25 million pay $90,
to $50 million pay $150, assets to
$75 million pay $175 per named
fiduciary, to $100 million pay $200,
and assets over $100 million pay
$250 per named fiduciary. Fully
insured plans pay a basic charge
of $25 per named fiduciary.

The third charge is a participant
and beneficiaries charge. The
charge is 25 cents per participant
for the first 5,000, 15 cents for the
next 5,000 and 10 cents for the
next 10,000 participants.

There "can be”™ additional
charges for Taft-Hartley plans, as
well as for a lack of outside invest-
ment advisers or a lack of actu-
arial review of the plan, Mr. Gill
said. Plans with unfunded service
liabilities also may be charged ad-
ditionally, he noted.

The policy includes coverage for
parties-in-interest, covers damages
for non-pecuniary relief, and has
no retro date exclusion, Mr. Gill
said. The form covers all plans a
sponsoring company may have, and
all fiduciaries, not only the named
fiduciaries or those listed on the
policy.

Clients may negotiate endorse-
ments for expanded coverage, or
may limit their coverage only to
named fiduciaries, Mr. Gill noted.

HE CITED some costs of cov-
erage under this policy for specific
policyholders. They included:

- $1,165 per year for coverage
for seven fully insured plans with
21 fiduciaries and 700 participants.

11 . hall

better ways to meet their financial

responsibilities.

Whether your business js
local, national, or multinational,

maybe we can improve your

bottom line, too.

Offices in 54 major cities

here and abroad.

Frank B. Hall& Co., Inc.,
261 Madison Ave., New York,
N.Y. 10016, Tel. (212) 682-7200.

When you need a better solution.

- $1,611 per year for a funded
plan with assets under $10 million,
14 fiduciaries and 768 participants.

- $825 for one year for an asso-
ciation's plan (one funded with as-
sets under $10 million) having five
fiduciaries and 462 participants.

- $2,743 for one year for six
funded plans, assets under $10 mil-
lion each, plus six insured plans,
with a total of 37 fiduciaries for
the funded plans and 12 fiduciaries
for the insured plans, total of 3,000
participants.

e $822 a year for a company
with one funded plan (assets un-
der $10 million and with five fi-
duciaries) and five insured plans
having 20 fiduciaries, with a total
of 1,400 participants.

- $750 a year for a firm with
two funded plans ( assets under $10
million each) having eight fidu-
ciaries and 25 participants.

- $2,473 a year for a company
wanting to cover one funded plan
( assets under $10 million, three fi-
duciaries), two funded plans with
assets between $10 million and $25
million having three fiduciaries,
and four insured plans having
eight fiduciaries, total of 25,861
Participants. .

Arson seen

prevalent in

a recession

NEW YORK-Arson, already
the villain in an estimated third of
all dollar losses from building
fires, is expected to flare up this
year if the economy continues a
downtrend.

This conclusion was reached
separately by the Insurance In-
formation Institute and by the di-
rector of the Insurance Crime Pre-
vention Institute, James F. Ahern.

One of the nation's costliest
crimes, arson already costs more
than $1 billion a year in the United
States, the Ill's publication, the
Journal of Insurance, reported.

Mr. Ahern noted that the arson
rate has tripled in the last 10
years. Speaking before the prop-
erty claim services committee of
the American Insurance Assn., he
said the 1974 fire loss rate had
already risen 20% over 1973, a
vear in which the arson rate
jumped 30% over that of 1972.

THE NATIONAL Fire Protec-
tion Assn. has done studies show-
ing that the number and severity
of fires usually rise during a
downturn in business conditions.
Experts have said a majority of
arson cases are motivated by in-
surance frauds. Yet according to
the Stanford Research Institute,
less than one per cent of deliber-
ately set fires end in conviction.

Mr. Ahern appealed for help
from claims personnel in a pilot
project aimed at uncovering pat-
terns in arson. He said the Insur-
ance Crime Prevention Institute
is running a year-long study of
patterns of large property insur-
ance fraud cases in Los Angeles
and New York.

He asked claims people to also
provide the ICPI with information
concerning similar large losses of
roughly $100,000 or more from
other areas of the country to aid
the study.

He summed up what may liter-
ally become the torch song ac-
companying the current business
recession when he told his list-

"When owners of real property
cannot find a buyer who can get
reasonable financing, and when
small businesses are folding and
the vacancy rate in commercial
buildings soars, arson becomes a
very attractive method, if not the
only method, of getting some re-

turn on investment property.” -



Letthebuyerbeware
... Of the seller who 66buys':

"Buying" business with a low price is not
unNncommon - even in times like these
when realistic pricing would seem to be

the order of the day for all sellers.

How does a business insurance buyer
know - and why should he care - if his
business is being "bought"?

Let's say he's asked for five competitive
proposals. Four are fairly close in price;
the fifth is drastically lower. If all the insur-
ance companies had the same underwrit-
ing information, chances are that the low

bidder is "buying,” not selling.

What happens after the sale?

Any insurer can tempt a buyer with a low
price to get his business. But it's what he's
going to do after he gets the business that
should be the buyer's first consideration.
If the insurer can't show the buyer how he
will work with him to reduce losses, he is
simply selling "hope," not performance.
And, later, when the premiums prove to be

too little to pay the losses, you can bet that

the low bidder will be back for increases.

Or drop the business.

We want partners, not just policyholders.

True value iNn business insurance is deter-

mined by ultimate cost, not the go-in price.
Savings require a buyer who is willing to
make a serious commitment to loss con-
trol - and an insurance company with the
expertise and service personnel to help
him. That is a partnership.

Our prices will always be fair - and com-
petitive with other realistic prices. But we
will not reduce the quality of our loss con-
trol services to "buy" business.

If you want an effective partner in an all-
out effo rt to hold down your losses and
costs, we invite you to join us. We're the
people who know business insurance like
nobody else in the business.

O1/BA — -

C. F. Schlueter
PRESIDENT

EMPLOYERS INSURANCE OF WAUSAU Wausau, Wisconsin
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washington watch »- »

Employers may face 8°to premium tax
on group health to fund unemployed

WASHINGTON - Employers
face the possibility of an 8 % tax

on group health insurance prem-
iums to fund health insurance

benefits for unemployed workers

following House Ways and Means
Committee action this month.

The full committee April 9 or-
dered major changes made in H.R.
5000, Rep. Daniel Rostenkowski's
(D-I11.) bill to provide health in-
surance to laid off workers. (Bus-
iness Insurance, March 24, 1975).

The Rostenkowski bill, as first
reported by his subcommittee on
health, contemplated a temporary

"Energy. Are we going

to run out? Not if we

use our resources well
and plan wisely. Nuclear
power-plants like this
one are part of the answer.
We can help with them,
on cost, on safety, on
environmental protection.
This year, we'll insure
$27 billion worth of
power facilities. We'll
make your insurance
work for you, too."

John A. Lord, V. R
with Richard E Quinlan,MR

Philadelphia oflice.

Johnson
& Higgins

energy industry's

insurance broker

1 % premium tax.

Despite the big jump in the
proposed tax, a subcommittee
staff member told Business Insur-
ance "the net effect on employers
is not really any different. That
sounds hard to believe, but it's
really about the same.”

THE REASON for the cost
parity lies in the legislative man-
euvering that occurred once the
Rostenkowski bill reached the full
Ways and Means Committee.

The original Rostenkowski pro-
posal consisted of a temporary and

a permanent program.

The temporary program includ-
ed establishment of a special trust
fund for one year to fund health
insurance benefits during that per-
iod. It would be financed through
a1 % tax on premiums for a five
year period.

The trust fund would borrow
money from the federal govern-
ment to pay the benefits. The gov-
ernment would be repaid through
revenues generated by the prem-
iurn tax.

The tax would be levied on

health insurers, but the cost passed

on to corporate purchasers of
health insurance.

The permanent part of the pro-
gram included a requirement that
corporations extend health insur-
ance coverage to their laid-off em-
ployes for as long as the employe
was eligible for unemployment
compensation. That was estimated
to average about 90 days, but it
could be for a longer period.

Employers not meeting the ex-
tension requirement faced the pos-
sibility of losing some of the tax
deductibility of their health insur-

ance costs.

THE TEMPORARY and perm-
anent programs combined were
expected to add about 7 % to 8 %
to health insurance cost for the
nation's employers, or about $2.5
billion in the first year of opera-
tion.

On that basis, the cost of revised
bill is about the same as the cost
of the original Rostenkowski pro-
posal.

AnNn unusual combination of lib-
erals and conservatives on the full
committee sent the original Rost-
enkowski bill back to the legisla-
tive draftsmen with orders that its
permanent provision be dropped
and its temporary provisions be
made "permanent.”

VWwhat that means is that the
trust fund now would pay health
insurance claims for an indefinite
period, rather than for just one
year. The tax would also be of
indefinite duration.

The bill's designers said that
makes it impossible to finance the
trust fund on a delayed basis, as
was contemplated by the five year
1% tax to finance one year of
trust fund operation.

Instead, the trust fund would
have to be financed on a current
basis, which means a much higher
8% premium tax.

The full committee's changes
may be more acceptable to em-
ploye benefits managers, however,
because it relieves them of the
requirement to change their exist-
ing health insurance plans to pro-
vide extended protection to laid-
off employes.

AND WHILE the word "perma-
nent" has ben tossed around very
freely, it should be understood
that the entire program might well
be scrapped once Congress gets
around to devising a comprehen-
sive national health plan.

The White House reception to
whatever plan emerges from Con-
gress on health insurance for the
unemployed is expected to be cool.
The indications are that any pro-
posal would probably lack the
necessary support in Congress to
be veto proof.

At press time, the full Ways and
Means Committee had not finished
work on the Rostenkowski bill and
more changes were still possible
before the legislative package goes
to the floor of the House.

In the Senate, the Labor and
Public Welfare Committee is ex-
pected to report it's own version
of a health insurance bill for the
unemployed any day.

The bill S. 625, is sponsored by
Sens. Harrison A. Williams Jr.
(D-N.J.) and Jacob K. Javits
(R-N.Y.), senior Democrat and
Republican on the committee.

IT WOULD finance the health
insurance protection directly from
the general revenue of the Treas-
ury, rather than a through any
tax on health insurance premiums.

The employe benefits manager
of one of the nation's largest em-
ployers, who asked not to be
identified, said it was the "perm-
anent provisions" of the original
Rostenkowski bill that caused him
the most concern.

He said he feared the forced

changes in corporate health insur-
ance plans might be used as a
"back door" into an eventual na-
tional health insurance system.

Also, his company's health in-
surance plans now provide extend-
ed health insurance protection to
only those employes with at least
one year of service. Health insur-
ance for laid off employes with
less than that amount of experi-
ence lasts only until the end of the
month in which the layoff occurs.

The revised bill contemplates
the proposed tax becoming effec-
tive around April, 1976, but bene-
fits would be supplied to laid-off
workers immediately upon inact-
ment. Any worker eligible for un-
employment compensation would
be eligible for the program.

To finance the benefits before
the tax revenues are available, the
trust fund would borrow, at pre-
vailing interest rates, from the
Medicare trust fund of the Social
Security System.

Some members of the labor
committee, however, have already
dropped their support of the Wil-
liams-Javits bill in favor of the

Rostenkowski approach. -



When you're surrounded by perils,
we still hold the fort on costs.

Don't face your property and liability risks one at a time. Take
them all on with a Kemper package policy. You'll save as much

as 35% compared to standard rates for individual coverages.
Sometimes more.

Combined property and liability insurance-we invent ways to
keep it flexible.With special programs for everything from
apartment buildings to processing plants. From hotels to factories.

e

ANnNd if you've takenmn extra steps *-
to make your business

safe, like sprinklers and

watch service, we're the

outfit that can probably
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Now, more than ever, it's
time to call out the troops.
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Call the people who cover the territory Your independent agent or broker who represents ' 1
the Kemper insurance Companies. Or write Pete Standbridge, Sales Manager, We re Wlth yOU

Kemper Insurance Companies, Long Grove, lllinois 60049. for’ the Iong r|de
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Accounting rules set ...

Continued #om page 1

The other rule involves pre-
miums paid to industry captives or
mutual insurance companies such
as OIL Ltd. "Whether the premi-
um paid represents a payment for
the transfer of risk or whether it
represents merely a deposit will
depend on the circumstances sur-
rounding each enterprise's interest
in and insurance arrangement with
the mutual insurance company. An
analysis of the contract is required
to determine whether risk has been
transferred and to what extent,”
the FASB stated.

Workers' compensation, disabil-
ity insurance, group insurance and
pension accounting practices are
unaffected by these new rules on
accounting for contingencies, the
FASB said. These are covered by
Accounting Principles Board opin-
ions previously in effect.

1J

Disclosure of losses which will
affect a company is now required
in many instances, the FASB
ruled, even though both of the
conditions are not present for ac-
cruals to be made.

"Disclosure is not required of a
loss contingency involving an un-
asserted claim or assessment when
there has been no manifestation by
a potential claimant of an aware-
ness of a possible claim unless it is
considered probable that a claim
will be asserted and there is a rea-
sonable possibility that the out-
come will be unfavorable,” the
board said.

A number of respondents to the
FASB's exposure draft on this
matter asked whether it is the
board's intent to require disclosure
of noninsurance or underinsurance,
the FASB disclosed. "Some recom-

mended that the board require dis-

closures with respect to uninsured
risks that enterprises ordinarily in-
sure against. Others said that they
were unable to define risks that
would ordinarily be insured against
because the insurance practices of
enterprises are so varied."

The FASB decided not to re-
quire disclosure of uninsured risks
"because of problems involved in
developing operational criteria.”

ACCRUALS OF "reserves for
general contingences" which have
been used by sorne cornpanies in
the past are prohibited under the
new FASB rules.

Establishment or "appropriation”
of corporate retained earnings as a
reserve for future loss contingen-
cies is not prohibited by the FASB
, statement. The FASB said such ap-
propiations were sometimes shown
outside the stockbrokers' equity
section of the balance sheet, and
that is no longer permitted. These
retained earnings dollars set aside

to pay for self-insured losses must

also be clearly identified as an ap-
propriation of retained profits.
"Costs or losses shall not be
charged to an appropriation of re-
tained earnings, and no part of the
appropriation shall be transferred
to income," the FASB ruled.

In the 87 position papers, com-
ments and outlines received in res-
ponse to the March, 1974 discus-
sion memorandum, and the flood
of 212 letters of comments sub-
mitted following October publi-
cation of the exposure draft, the
FASB found enough conflicts and
confusion to note: "Accrual of a
loss related to a contingency does
Nnot create or set aside funds to
lessen the possible financial impact
of a loss, although some respond-
ents argued to the contrary.

"The board believes that confu-
sion exists between accounting ac-
cruals, sometimes referred to a ac-
counting reserves, and the reserv-
ing or setting aside of specific as-
sets to be used for a particular
purpose or contingency.”

The new Pension Reform Bill substantially increases the responsibilities
and liabilities of Trustees of Pension and Welfare Funds.

Stewart Smith, under special

arrangements with the American

Casualty Company, offers
Trustees Protective Liability

insurance protection.

This policy affords much needed

protection to

Trustees of Pension

and Welfare Funds. It applies to

all types of plans, whether private

or jointly managed.

It protects them against claims

for actual or alleged errors of

judgment, including investment

decision, and against other accu-

sations of mistake which may

arise in the normal course of duty.

Write or call us for detailed information and application forms.

Stewart Smitb

A member of the Stewart Wrightson insurance Group

116 John Street
New York. New York 10038

(212) 964-6700 (312) 939-5775

141 West Jackson Boulevard
Chicago, lllinois 60604

3200 Wilshire Boulevard
Los Angeles. Ca,ifornia 90010
(213) 382-6201

Accounting accruals have no ef-
feet at all on a firm's cash flow,
the FASB noted. "An enterprise
may choose to maintain or have
access to sufficient liquid assets to
replace or repair lost or damaged
property or to pay claims in case
a loss occurs (or it may) transfer
the risk by purchasing insurance.

"Those are financial decisions,
and if management decides to do
neither, the presence or absence of
an accrued credit balance on the
balance sheet will have no effect
on the consequences of that deci-
sion. The accounting standards set
forth do not affect the fundamen-
tal business economics of that de-
cision," the FASB asserted.

TO THOSE who contend this
rule will not permit periodic ac-
crual of so-called self-insurance
reserves and will force companies
to buy insurance now that the
"protection" afforded by aceruals
no longer exists, the FASB re-
sponded that accruals have never
protected uninsured property, and
never provided any assets to re-
pair or replace that property.

"Financial statement users have
indicated, however, that informa-
tion about earnings variability is
important to them" because of the
need for information allowing
them to measure expected return
on investment as well as the factors
which cause deviations from that
expected return.

Some persons argued that com-
panies would be forced to buy in-
surance or reinsurance to achieve
the more stable pattern of reported
earnings that tends to accompany
an accounting reserve, should ac-
cruals for future uninsured losses
be prohibited.

The FASB, however, reiterated
that these accounting reserves do
not reduce or eliminate risk, and
because of this fact, the board re-
jected outright "the contention
that the use of accounting reserves
is an alternative to insurance and
reinsurance in protecting against
risk.™

Earnings fluctuations are "inher-
ent” in risk retention, and they
should be reported as they occur,
the FASB declared. "The board
cannot sanction the use of an ac-
counting procedure to create the
illusion of protection from risk
when, in fact, protection does not

exist,"” the statement said.

THE FASB said losses from un-
collectible receivables and obli-
gations related to product war-
ranties and product defects would
normally meet the conditions for
accrual at the time a sale is made.

Liabilities for product injuries
or damage may be accrued, the
FASB said, if it is probable that
claims will arise. This condition
would be met, for instance, "with
respect to a drug product or toys
that have been sold if a health or
safety hazard related to those pro-
ducts is discovered and as a re-
sult it is considered probable that
liabilities have been incurred.”

WWhile the FASB's drafted rules
had contained a number of state-
ments about captive insurance
companies which were considered
highly controversial, the final
rules contain only one mention of
captives. A footnote to the rules
states that "the effects of trans-
actions between a parent or other
investor and a subsidiary or in-
vestee insurance company shall be
eliminated from an enterprise's fi-
nancial statements.”

Self-insured and uninsured

casualty risks generally do not

meet the accrual conditions, the
FASB said. The board cited the

example of an enterprise with a
fleet of vehicles self-insured for
liabilities for injuries or damage
caused by the vehicles. The firm
should not accrue for future lia-
bility losses even if the amount of
those losses may be reasonably es-
timable, the FASB said. m
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No consensus yet on .
'fiduciary liability cover

CHICAGO-A show of hands out of the coverage,” by profes-
during an American Management sionals he means external advisers
Assn. conference on fiduciary lia- and managers of benefit funds,
bility here indicated about 20 to such as actuaries, lawyers, outside
25 persons in the audience of over administrators, bank trust depart-
80 presently have purchased fi- ments and especially investment
duciary liability insurance. managers. Mr. Gilbert believes un-

A similar number of people in- derwriters want to exclude these
dicated they do not have the in- external fiduciaries from corporate DAVIS, BORLAN D & CO
surance coverage. fiduciary liability coverage "be-

Many in the group said they cause they want to retain the right
were in the process of making up of subrogation against” the so-
their minds whether to purchase called out-house professionals.
the coverage, and some of the rest He noted that at least three of
were insurance industry personnel the leading fiduciary liability un-
wanting to learn more about loss derwriters refuse to cover fidu-
exposures under the Employe Re- ciaries outside the sponsoring
tirement Income Security Act of corporation, including AIG, GATX 99 CHURCH ST., N.Y., N.Y. 10007 TEL: (212) 791-2100
1974. and Lloyd's of London. Aetna will

All in all, the two-day session include these external plan fidu-
was lively and informative, those ciaries, he said.
who attended agreed. They left
feeling more certain of the steps
to be taken in reckoning with re-

quremenis of ERISA, partcular All Marsh G MclLennan offices

Not all were convinced, however,
that they should insure against the
risks, and there remained many
questions about the value of vari- a re C re a te d e q u a I n
ous policies and often conflicting

judgments about specific policy
provisions.

they should insure everybody,"”

said Rian Yaffe, senior vp and
actuary with S.M. Hyman Co.,
Baltimore. "We haven't included
this advice, but we probably
should,” he added.

EST. 1899

INSURANCE BROKERS

Mr. Yaffe believes "some unions

e OQOO0O000000000
to sit on their (health and welfare)

plan committees, the representa-
tives are dropping off right and

left.”
Hamlin M. Gilbert, vp with
Alexander & Alexander in New

York, views non-contributory de-
fined benefit plans as less risky
for fiduciaries, and possibly less of
a target for the flurry of lawsuits
that nearly all pension experts
foresee.
"l think your most vulnerable
plans are profit sharing, contrib-
utory or otherwise," he said, add-
ing that he does not see the pension Xce p O n e -
plan area as generating most activ-
ity in the future.

Mr. Gilbert and Howard 74 eber, What makes one office exceptional is the fact that it's your local Marsh G McLennan office. Close to
pneurance g‘;eC:;rr;’;':"t:;e::ﬂfg you, your business, your needs. 0 Even so, it's even-up in expertise with all of the other Marsh G
as the sponsoring company having McLennan offices...thanks to our National Services Organization. DThis means each of our offices
;f;’:‘SC‘r’e“;r;?:;‘;rSyolfj:t“::d’;i:‘jig can tap the full resources of the company's extensive technical and professional skills. Consider
pay its bills, the exposure to ben- how this can help you. Corporate risk management problems often call for highly specialized solu-
sficiary suits is minimized. tions, which local Marsh G McLennan offices, working with National Services Organization spe-
tributory plans are in trouble,” Mr. cialists, are equipped to deliver. For all our clients. Everywhere. C It's a big promise that each of oui
Weber added. _ international network of offices is able to keep. El The more you know about Marsh G McLennan,
ior':/ltrr;a(fI::Zr:):ifzesr:;’ht;eofc;zz: the more you'll know how we got to be the world's leading insurance broker.

ciary liability insurance under-
writers is to "keep the professionals

Wyatt acquires risk

consultants, expands

Wyatt Co., Chicago-based ac-
tuarial and consulting firm, ac-
quired Management Insurance
Adyvisors, and independent insur-

ance and risk management con- Wh e n itCO m es

sulting firm based in Birming- -
h M. ] t

am, Mi. The firm was owned by O I nsu ra n Ce ’
Adolph E. Baron and Nathan H.
Siegel, who joined Wyatt's De-
troit office. Warren G. Brock- CO' I le to
meier, director of risk manage-
ment consulting services for Wy-
att, said that with this expansion, th e Iead e r'
three of Wyatt's 19 offices are
now staffed for risk management

. . H [y |

consulting. Henry P. Devlin of MA. (15111 i, 1%»d r | F]1{1'n'-Allf
the Chicago Wyatt staff and for-
merly with Ford Motor Co., is

also in the Detroit office of Wy- The KnOW|edge Broker ®

att.
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CORPORATION

CORPORATE INSURANCE SPECIALISTS

185 GREAT NECK ROAD, GREAT NECK, N.Y. 11022 (516) 487-3800

Heublein looking at
split-ddllar life cover

FARMINGTON, CT.-H e u b-
lein, Inc. is looking at new ways
to administer its employe benefit
program in-house and is present-
ly working out a plan to go to
split-dollar life insurance for a
large group of management per-
sonel, as part of a plan to put the
entire benefit program on a total
compensation basis, Business In-
sur(mee learned.

Nancy Zongol, corporate direc-
tor of human resources adminis-
tration and director of employe
benefits, said the move to get ex-
panded split-dollar coverage is
unusual because of its scope.

"Most places that use the split-
dollar concept just apply it to a
few people. We're studying its

application to a large group, in-

We're not verygood at standing still.

In the early days, Group Insur- payments for drugs and medicines.

In the past few decades, Metropolitan
Group Insurance has been marked
by tremendous increases in benefits
and ever-greater expansion in

ance was a simple matter. In most
cases it insured your life and paid a
flat amount to your beneficiaries.
(Some plans included accident and
sickness benefits.)

Metropolitan, however, with a
tradition of recognizing early the

coverages.

These expanded coverages
included such things as:
special needs of individual companies, Survivor income as a further
saw that expanded benefits were nec- protection to the family in the event
of the death of the head of household.

Plans to replace an employee's

essary for both employers and

employees in many organizations.
So, knowing this, we pioneered income in case he becomes disabled.

new policies that covered not only Medi MET® - an innovative

hospital room and board, along with prescription drug plan.

doctor bills, but various charges Dental Insurance - a rapidly

incurred out of the hospital\ including growing Group coverage.

At the present time we are
inaugurating Vision Care. We are
also working Evith various Health
Maintenance Organizations in an
attempt to achieve an even more
efficient and convenient method of
providing medical care.

All of this is part of a continuing
effort to make policies increasingly
beneficial for employees and econom-
ical for employers.

So, you can see that we're not,
and never have been, very good at
standing still.

O Metropolitan Life

Where the future is now

cluding management personnel

not only for Heublein, but top <

management in all the subsidi-
aries, too," she said.

The usual arrangement in a
split-dollar program involves the
employer paying a part of the
life insurance premium that
equals the annual increase in the
cash value of the policy, while
the employe pays the rest. If the
employe dies, the employer recov-
ers the total of the company's
payments from the death value,
and the remainder goes to the em-

ploye's beneficiary.

MRS. ZONGOL said the plan
under study at Heblein might
also be a vehicle for picking up
dollar amounts in excess of that re-
quired by the pension reform law.
She said the company was con-
currently moving toward some
"major changes" in its retirement
benefits.

One step the company already
made along those lines was grant-
ing its retirees a total cost-of-liv-
ing benefit increase, based on the
consumer price index, Mrs. Zon-
gol said.

At present, the employe bene-
fits changes under study at Heub-
lein do not include plans to in-
volve more underwriters.

"We're doing this pretty much
as an in-house project,” Mrs.
Zongol said earlier this month,
noting that the changes under
study involve "a lot of added ex-
pense" to the company's benefit
budget

Heublein, which is best known
for its Smirnoff vodka and Ken-
tucky Fried Chicken products, de-
rives its revenues and profits
about equally from its food and
beverage groups. Last year, the
firm's revenues increased 24%,
earnings 17%, and earnings per
h=are TS 2> . -

Banks wary
of risks

under ERISA

CHICAGO-Banks are becom-
ing very wary of accepting any
more pension trust business which
involves an outside investment ad-
viser having the power of direction
over money management, said a
leading bank trust official here.

Because of the "policing" duty
clearly arising under the Employe
Retirement Income Security Act
of 1974 (ERISA) some banks
won't take these so-called direc-
lion accounts any more, according
to Peter J. Brennan, vp and trust
counsel for Harris Trust & Sav-
ings Bank based here.

Speaking at an American Man-
agement Assn. fiduciary liability
conference here, Mr. Brennan
noted that there is clearly a polic-
ing duty of a fiduciary over a co-
fiduciary and of trustees over co-
trustees under the pension law,
stemming from the law's provi-
sion that a fiduciary can't conceal
a breach of trust, can't knowing-
ly participate in a breach and has
to disclose a breach.

No one knows yet, though, how
far this policing provision goes
wheh determining fiduciary liabil-
ity, Mr. Brennan said. "Direction
accounts have always troubled us"
because of the bank's fiduciary
trust responsibilities, he went on
to connrnent.

"But now we are being very
careful with whom we are in tan-
dem"” on pension plan manage-

ment, he declared. -



“In Dallas we were discussing ways toprevent
losses and someone asked if our insurance :
company belongs tothe Factory Mutual System.
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Allendale Insurance

Arkwright-Boston Insurance

Philadelphia Manufacturers Insurance T

Protection Mutual Insurance
System Associates

Factory Mutual International

FM Engineering and Research
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editorial opinions

Unnecessary burden on employers

A PROPOSED regulation to a section of the Health Main-
11 tenance Act of 1973, it now seems, would put an un-
needed burden on American business and industry. The reg-
ulation would add to the administrative load of companies
and generally run contrary to one of the intents of the law
itself-to improve medical efficiency.

Westinghouse Electric and Uniroyal, among others, in urging
that the Health Maintenance Act be amended by Congress
to raise to 25 from one the minimum number of employes at
We join with employe benefit officials at General Motors,
a branch location who must be offered a prepaid health main-
tenance plan as an option to traditional health insurance.
The so-called "dual choice option" in the law "is the single
most serious problem raised by the act," wrote General Motors
vp Robert Magill in comments filed with the Health Educa-

tion and Welfare Department. "It is strongly recommended
that a technical amendment to the act be passed by the cur-
rent Congress requiring that at least 25 employes must re-
side in an HMO's service area before an employer is obligated
to make the option available.

"Otherwise," added Mr. Magill, "this provision would place
an extremely heavy administrative burden on employers, es-
pecially employers with multi-plant locations on a nationwide
basis."”

Certainly one of the long-term intents of the Health Main-
tenance Act is to correct some of the excessiveness of the
health delivery system as we know it today. The burdens
created when, say, a company must provide the HMO option
for one, two or three branch employes out in the boondocks
does nothing to reduce that excessiveness.

Tribute to risk management professional

D EGINNING on page one of this issue there's a story we've
D been wanting to do for some time, and it's probably most
appropriate that it appears the week the Risk and Insurance
Management Society (formerly the American Society of In-
surance Management) meets for its annual conference.

The article, in which we've tried to come up with a list of
some of the more astute risk managers around the country,
demands some qualifications, however.

When we set to this task we were tempted to call such a
list "the best and the brightest" in the business. We decided
against that, for it just isn't true. Certainly there are many
astute risk managers out there that we've missed.

Nevertheless, what we have come up with makes interest-
ing reading, and at the risk of bruising a few egos we stand
by it until someone comes up with a better list (and if you
think we've really blown it, send us a list of your own and tell
us why).

In any event, our list was pulled together from well over a
score of interviews with knowledgeable "suppliers" to the
field of risk management-underwriters, brokers, consultants.
These are people who are in an excellent position to see how
the risk managers we've identified operate within their own
companies as well as in the insurance-related marketplace.

That such a list can be compiled is a real tribute to the
evolution of risk management, and even more so because none
of the people we sought nominees from had any real difficulty
coming up with the names of several candidates.

Much of the credit for this, of course, must go to the Risk
and Insurance Management Society. The society, celebrating
its 25th anniversary year, has made an enormous impact on
the field it serves and its individual members.

It is no coincidence that most of those on our list are or
have been active members of the society, and those who have
been active with the society can be respected on two fronts:
first, for becoming truly effective risk management profes-
sionals within their own companies and, second, for making a
contribution beyond what their employers expect of them, a
contribution to the future of risk management.

When RIMS was founded 25 years ago it would not have
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been possible to come up with a list such as that published in
this issue. Imagine asking a broker or an underwriter in
1950, for the names of, say, five of the most astute risk man-
agers the underwriter or broker had come into contact with.
'Five risk what-did-you-say?"

The first 25 years have been good ones for RIMS. In the
last few, :he society has grown rapidly, but its foundation
appears strong thanks to the leadership of some who made our
list and many, many more who did not. The next 25 years
should be even more profitable for the society and the goals
it has set for itself. This magazine is and will continue to be
supportive of those goals.

Agentlbroker call

N JULY 28 Business Insurance will publish its fourth
U annual Agent/Broker Profiles issue.

As in the past the issue will profile agents and brokers
capable of servicing commercial insurance consumers, and
over the years our profiles issue has become a primary source
of vital information on agents and brokers with these capabili-
ties.

To be included in our agent/broker issue firms must meet
two criteria: (1) gross revenues of the firm must be $150,-
000 a year or more, and (2) 50% or more of the firm's bus-
iness must come from commercial accounts. There is no
charge for the listing.

Notices were mailed this week to agents and brokers who
were included in last year's issue. Please watch for these
and return the questionnaire included promptly. The dead-
line for all returns is June 10.

Agents and brokers who were not listed in last year's issue
may receive a copy of this year's questionnaire by requesting
one on company letterhead.

Requests should be mailed to Ms. Linda Moskowitz, Busi-
ness Insurance; 708 Third Ave., New York 10017. Or, for
more immediate attention, Ms. Moskowitz may be reached
by telephone, 212/986-5050.

letters

This column is a readers' for-
um. Letters are welcome. Address
letters to the Editor of Business
Insurance, 708 Third Ave., New
York, N.Y. 10017.

Fiduciary cover

To the Editor: Your editorial
opinions entitled "Here's One to
Think About" in the Feb. 24, 1975
issue neglets to bring out one im-
portant fact. Most corporations who
have fiduciaries in various corpo-
rate capacities will in most cases
pay the entire fiduciary liability
premium itself rather than to
charge the premium to the plan or
to the individuals themselves.

| disagree with your statement
that you feel the coverage is ques-
tionable. Put yourself for a mo-
ment, if you will, in the position of
a fiduciary. You may now be held
personally liable for your actions
in the management of the employ-
es welfare plans. In a suit, say,
brought by a disgruntled employe
as a class action alleging misman-
agement, you might be on the hook
for defense costs in the five figures
just defending what may be a
groundless action.

How would you feel going home
and telling the kids they couldn't
go to college and your wife that
she'd better get used to living in
a tent?

F. Whitman Haggerson

Manager, insurance department,

Springs Mills Inc., Fort

Mills, S.C.

Corrective measures

To the Editor: The February
10, 1975, issue of Business Insur-
ance carried an article on page 42
regarding regulatory action by the
Wisconsin Insurance Department
which states in part:

"Fourteen insurance companies
have been served with compul-
sory surplus orders since August
from state insurance commission-
er Stanley C. DuRose, who an-
nounced a hearing Feb. 20 to dis-
cuss proposed amendments to the
state administrative code covering
regulation of insurance compa-
nies.”

The fourteen companies re-
ferred to were named in the sec-
ond paragraph and included Fi-
delity Bankers Life Insurance
Company.

The facts in the matter are
these;

1. Fidelity Bankers Life had a
very large increase in group acci-
dent & health premium income
in 1973 and the first half of 1974.

2. The Wisconsin statutes do
give the Commissioner of Insur-
ance authority to specify the min-
imum capital and surplus re-
quired of an admitted insurer.

3. On September 23, 1974, the
Commissioner of Insurance issued

Continued on page 17
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We eliminated

106 insurance policies
for a multinational

company.

overseas casualty insurance for U.S.
corporations than anyone else.
Backed by a worldwide claims staff
that's unmatched in numbers and

unequalled in service. Our loss pre-

And that was just on their third
party liability coverages !

At American International
Underwriters we also cut out four-
teen workmens compensation
policies for them.

ally. Which means that a serious
loss sustained in one country can be
offset by your overall claims experi-
ence elsewhere-sc, your lirotection
and your premium rate are not
jeopardized.

And proved to them that,
throughout every aspect of their
international insurance program,

they could enjoy better protection
at less cost-and have fewer admin-

istrative headaches, too.

By coming to a single insurance
source big enough and experienced
enough to cope with all their over-
seas casualty insurance coverages
now being handled by dozens of dif-
ferent companies in dozens of
different countries.

The single source:

American International
Underwriters.

AlU is in more foreign countries
and territories than any other U.S.
insurance organization over 135.
And. right now. it's handling more

vention engineers are stationed all
over the world, where you need [hem.

AlU can issue a master policy
in English in the U.S., and back it
up with individual policies issued in
the language of the specific countries
in which you operate.

We'll also collect premiums in
the currency of those countries, if
you wish. That way, your foreign
subsidiaries can take tax deductions
on the premiums.

And one thing more:
At AlU, we think internation-

Can you eliminate

37 for me ?"

We welci,me inquiries from any licen:ed agent or broker. You den't hine to he i, refular producer to place business with AlU.

No wonder more and more

multinational companies are turning
to AlU. In the case of the company
we mentioned earlier, they switched
from 28 different cimpanies-to us.

If you're getting a little tired of

crowds, why not mail our coupon
today. We have some valuable
information for you.

American InternationaiojR"1
Underwriters Corporation1111°

Dept.BI045, 1()2 Maiden Lane, New York. N.Y. 11)04)5

Please send me in;ormation about your
overseas i nsurance capaoilities.

Name
please print)

Company

Title

Arkiress
Citv State Zip

/' 4 Member Company of
FIL' I American International Group
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List steps for choosing
bank security system

DALLAS-"Where do you draw
the line on security equipment?”
asked H. S. Range, chief of se-
curity for Republic National Bank
here. Answer:: “Qnly after a thor-
ough study of your bank's needs."

Speaking at the sixth Bank
Administration Institute's bank
security conference, Mr. Range
listed the factors he considers
most important in choosing a bank
security system:

« Size of the premises: "Ob-
viously, a one-story structure
staffed with 10 employes will not
need the security equipment or
personnel that a highrise build-
ing with hundreds of employes
will require.”

= Location

and  environment:

"The vulnerability of a bank is
increased if it is located in a high
crime section of town or in a
city with a high incidence of
crime. The better the rapport with
local law enforcement personnel,
the better the bank will be pro-
tected,” Mr. Range said.

* Track record: "The amount
and kind of security equipment
you choose will be affected by the
number of robberies, burglaries,
thefts and assaults your bank has
suffered.”

« Equipment: "It may be sim-
ple or complex and sophisticated,
but you cannot rely on that equip-
ment 100 %." Mr. Range added
that equipment must be main-
tained properly and tested fre-

quently. Personnel NnNnust be
trained to use and respond to it
efficiently.

"I've seen very few cases of
over-protection,” Mr. Range said.

He advised bank managers to
"seek the opinions of others. Se-
curity system evaluations should
be conducted on a continuing ba-
sis because gf technological ad-
vances and the rapid changes in
our society."”

He suggested that a committee
be established to evaluate security
systems on a semi-annual or an-
nual basis.

Once a decision about the type
of system is made, Mr. Range
recommended that several bids
be taken. "Remember, the lowest
bidder is not necessarily the best."

Once the bid is chosen, war-
ranty and method of payment
should be considered, he advised.
"Payment (should) be made only
when the system is installed and
oppera tiomalo™ L

KALER (ARNEY LIFFLER & CO., INC.

o

SINCE 1892

(212) 747- 1260
I.T.T. KCARLEF 422897

Boston -

New York - London

FACULTATIVE AND TREATY
REINSURANCE SPECIALISTS

EXCESS OF LOSS AND SURPLUS

127 John Street, New York, N. Y. 10038

W.U. TELEX # 12.9243

What we do is write
for the two of you.

When a client hands you his
tough risks call IWEST Insurance
Managers. Here's why:

All risk placements are a result
of client relationships. Yours and
your insured's, for example. That
means we have to do what's right to
please the two of you. And we work
just as hard as you do to serve and
protect your good clients.

After all, our good business

stems from yours.

Our services include excess,
umbrellas, special risks, tough lia-

Stockton, CA
(209) 948-0555

1.6.——4.i.i,1 cl.IF i.

socon.

bility, aviation, surplus lines, prod-
ucts liability, DIC/liability for public
entities, and property.

We want you to take all the
credit when it comes to providing
excellent technical underwriting for
your insured. By underwriting for
difficult and unusual risks what we
do is write for the two of you. The
only two that count. Call IWEST

A brochure detailing IWEST is

Portland, OR

(503) 292-8828
Encino, CA

(213) 990-8400

W H eSt Insurance Managers

available. Write: IWEST, Attn:

J. Bradley, P.O. Box 1651, Stock-
ton, CA 95201.

Palo Alto, CA
(415) 329-8020
Seattle, WA
(206) 363-9893

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 offspring in Business Insurance. Readers
are welcome to submit items for possible inclusion in the column.
A sample of your literature should be sent to Info for Buyers,
Business Insurance, 740 Rush St., Chicago, II. 60611.

« American Assurance Co. and
American International Under-
writers are offering a descriptive
brochure on their expertise and
capacity to write Utility Insurance.
Coverages for difference in con-
ditions, builder's risk, standard
fire and contractor's all risk are
described. For a free copy write to
the companies at Dept. A, 102
Maiden Lane, New York, N.Y.

10005.

» A promotional brochure on
Swj&5 Life's Master Cover Con-
tract for Multinational Employe
Benefits is available without cost
from the company. It describes
Swiss Life's way of linking two or
more local group contracts under a
pooling  arrangement. Address:
Swiss Life Insurance and Pension
Co., International Dept., General
Guisan Quai 40, CH-8002 Zurich,

Switzerland.

+ A brochure on Pension Trust
Liability Insurance is available
from National Union Fire Insur-
ance Co. of Pittsburgh, Pa. It
briefly explains ERISA's new lia-
bilities for the fiduciary, and a
specimen insurance. policy describ-
es the company's coverage provis-
ions, terms and conditions. Write
to Product Info, Corporate Com-
munications, American Interna-
tional Cos., 102 Maiden Lane, New
York, N.Y. 10005.

+ Schedule of Bank Insurance is
an American Bankers Assn. bro-
chure that describes various insur-
ance policies and bonds used by
banks, with space to record the
bank's coverages and a composite
easy-reference table for determin-
ing proper bond amounts. The 16-
page booklet costs $1.50 and is
available by writing to the associa-
tion at 1120 Connecticut Ave., NW,
Washington, D.C. 20036

* The U.S. Chamber of Commerce
is making available its 1975 Analy-
sis of Workmen's Compensation
Laws. All states plus Canadian
provinces are covered and a speci-
fic report is provided on legislative
progress within each state. The
48-page booklet is divided into
three categories: benefits provided,
coverage of laws and administra-
tion. Single copies (publication
#3771) are $3 and bulk prices are
available. Address: U.S. Chamber
of Commerce, 1615 H St., NW,
Washington, D.C. 20062.

. More for Your Premium Dol-
lar is a booklet published by E. H.
Crump Companies Inc. which
contains a brief but detailed de-
scription of the programs and
services available to corporate
executives, agents and brokers
who may need special handling
of special risks. For a free copy
write Frank Pidgeon, E. H.
Crump & Co., 110 Adams Ave.,
Memphis, Tn. 38103.

« All Apartment Houses are not
Created Equal, released by Com-
merce and Industry Insurance
Co., talks about management and
how they should be concerned
with  construction details and
properly installed and approved
heating and electric systems. A
preferred risk program for con-
cerned management is described
in this pamphlet along with an
application which clearly states
the criteria. For a free copy write
Commerce and Industry, 102

Maiden Lane, Dept. 12, New
York, N.Y. 10038.

< An audilex cassette tape ex-
planation featuring compliance
help on the new pension reform
law is offered by Commerce
Clearing House Inc. for $15. The
1974 Pension AcCt—A
New Challenge by Sidney Kess
and published in September in-
cludes a copy of CCH's explana-
tion of Pension Reform Act of
1974 and a quizzer, prepared un-
der AICPA-approved guidelines
on continuing education. Success-
ful completion should qualify the
listener for a one-hour continuing
education credit. For a copy, write
to: James Golden, 4025 W. Peter-
son Ave., Chicago, Il. 60646.

Reform

« American International Life As-
surance Co. of New York is offer-
ing a brochure that describes the
New Concepts in International
Employee Benefits that the firm
provides, including group life,
group medical, plans for third
country nationals, pensions and
group accident-travel accident. For
a free copy, write the firm at 102
Maiden Lane, New York, N.Y.

10005.

« Company Philosophy and Em-
ploye Benefits, published by the
International Dept. of the Swiss
Life Insurance and Pension Co.,
describes various company types
(ethnocentric, policentric, geocen-
tric) as well as their implications
in the multinational employe ben-
efit field. Topics dealt with are:
business objectives versus pension
fund goals, targets, kind of bene-
fits, priorities, eligibility, social
security and funding aspects. For
a free copy write Hans-Heini Sco-
toni, account executive, Swiss Life
Insurance and Pension Co., Inter-
national Dept., General Guisan-
Quai 40, Zurich, Switzerland CH-

8002.

« Marsh & MeLennan Inc. has
made available Employe Benefits
in Australia in the 1970s, a book-
let that examines the effect certain
characteristics of the econorny
bear on employe benefit plan-
ning in the Commonwealth of
Australia. Current practices as
well as future trends are dis-
cussed. For a free copy write
William D. Welsford, Marsh &
McLennan/International Benefit
Services, 7 King Street East, To-
ronto, Canada, M5C IA2.

« Specialists in Excess Lines
Coverage, published by Shand,
Morahan & Co., is a brochure
outlining the company's services.
The brochure gives a background
of the company and its staff, dis-
tinguishes between the standard
and surplus lines markets and
touches briefly on the company's
role in the field of reinsurance
placement. For a free copy write
the company, 636 Church St.,
Evanston, Il. 60201.

- Directors and Officers Liabil-
ity is a new brochure available
from Stewart, Smith Manage-
ment Corp. The purpose of the
brochure is to give some insight
into the legal exposures of direc-
tors and officers and illustrate
how properly designed d&0 can
protect them. The brochure is
available free from the company,
116 John St., New York, N.Y.
10038.



letters

Continued from page 14

an order that Fidelity Bankers
should "maintain (your) capital
and surplus funds in an amount
at least equal to the sum of 17.5%
of net annual premiums written
on accident and sickness - insur-
ance and 7 % of the assets equal
to the aggregate reserve for life
policies and contracts.”

4. On October 17, 1974, the
company advised the department
that it had greatly reduced its
writing of accident and sickness
premiums in the second quarter
of 1974 and that further reduc-
tion was anticipated ifi the re-
mainder of the year.

5. The company's convention
statement for 1974 shows that its
total capital and surplus funds
exceed the Wisconsin requirement
with a substantial margin to
spare.

In brief, the dramatic increase
in accident and sickness premium
produced a temporary situation
in which our total capital and
surplus funds were less than
called for by the formula speci-
fied by the Wisconsin Commis-
sioner of Insurance. Corrective
measures had been taken prior to
the commissioner’'s action and the
company is in full compliance
with his order at this time.

The Business Insurance article
quotes the Wisconsin commission-
er as saying that basically the
compulsory surplus requirement
is "an amount that provides rea-
sonable security against contin-
gencies affecting its financial po-
sition that are not fully covered
by reserves or by reinsurance.”
Fidelity Bankers is in full agree-
ment that the security of policy-
holders must be placed above all

other considerations.

Charles P. Williams
President, Fidelity Bankers Life
Insurance Co., Richmond, Va.

Pension series

To the Editor: We are develop-
ing a brochure explaining the
duties and liabilities of fiduciaries
under the new law.

Recently, your publication ran a
series of articles on the above topic.
Please forward several copies of
the reprint if there are any avail-
able.

Brian Samway

Financial Services Dept.,

American Home Assurance Co.,

New York, N.Y.

Editor's note: The series of ar-
ticles that have elaborated the cost
aspects, uesting provisions, ji-
duciary standards, funding re-
quirements, reporting and dis-
closure aspects (ind termination
insurance provisions of the pen-
sion reform law is now available
in print form to Business Insur-
ance readers. Copies of single ar-

ticles aTe $1 each; the entire series
Reinstate riot

reinsurance

WASHINGTON-The federal
government reinstated its riot re-
insurance program in Georgia
March 22, ending a suspension
that began last December 31.

The federal reinsurance pro-
gram was ended because the stat-
ute under which Georgia's FAIR
plan was operating expired at the
end of 1974 and was not renewed
until February.

Policies written before the sus-
pension date were honored. The
government said that federal riot
reinsurance is now in full force in
Georgia except for losses incurred
during the suspension period. -

of six articles is $4. Checks, monet
orders or cash must accompanv
order, made payable to Business
Insurance, 708 Third Ave., New

York, N.Y. 10017.

Banker's blanket bond

To the Editor: The headline of
"the legal brief" column appear-
ing March 24 read, "Banker's
blanket bond doesn't cover losses
from check kiting operation.” It
appears to me that the writer of
the headline did not carefully
check the text. The impression
given by the headline is complete-
ly reversed by the next to last
paragraph. | suggest that you
clarify the situation in a forth-
coming issue so that those people
who read only the headlines will
not be left with an erroneous im-
pression about banker's blanket
bond coverage.

William J. Flather 111

Flather and Co. Inc., Washing-

ton, D.C.

iInsurance premium financing
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- group 10

systems

A high technology, risk-oriented group offers a three-tiered program of EARTHQUAKE RISK ANALYSIS

services including:

- Seismic site evaluations

« Structural dynamic response evaluations

« Individual and collective property damage loss potential estimates

« Collapse potential determinations
- Cost/benefit trade-offs

* Remedial design work

+ Independent damage appraisals

for owners, lenders, buyers, sellers, tenants, underwriters, and re-insurers.

Services are applicable to a wide range of old or new, existing or proposed facilities, including buildings, dams,

bridges, towers, refineries, utilities, etc.

GROUP 10 SYSTEMS/P.O. Box 60147/Los Angeles, California 90060/(213) 683-1917
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canmakemoneyfor

yourcompan

When you use AFCO to finance your corpo-
rate insurance premiums you not only obtain a
line of credit that doesn't affect other lines...
you also retain substantial capital by paying pre-
miums monthly from current income.

By investing this retained capital, you can
many times earn a greater return on your money
than the financing costs you. Or make further
savings by using your retained capital for business
expansion.

If you're the kind of corporate insurance
buyerwhoislooking for an additionalline of credit
for your company, we'll be looking forward to
hearing from you. There are now 20 AFCO offices
in the U.S. and Canada to give you fast local fi-
nancing service. So call us soon.

NEW YORK: 108 John Street,
-ees.rv New York, N.Y. 10038 - Atlanta

Baltimore - Boston - Chicago - Columbus - East
Orange - Hempstead - Houston - Kansas City - Los

Angeles- Miami - San Diego - San Francisco - Seattle
IN CANADA:_IDVO»

Halifax - Montreal - Toronto - Edmonton - Vancouver

__iAROD for

Insurance premium

financing.
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Safety management pays off at Boise Cascade

BOISE-A three-year empha-
sis on safety management at Boise
Cascade netted a 10% drop in
workers' compensation costs, a
9 % decrease in lost work days
and an 11% decline in accident
costs per work hour.

One of the keys to the pro-
gram's success is that accident
cost data is available on a weekly
basis, according to Jerry T. Fields,
corporate manager of safety and
workers' compensation.

"The number and costs of acct-
dents is known on a plant-by-
plant basis,” he said. "Each su-
pervisor is held accountable for
his area's safety performance.”

Accident control has become a
central planning goal for the com-
pany, explained Mr. Fields, who
reports to the vp of employe rela-
tions.

Another factor in Boise's sue-

cess was the decision to combine
safety, health and workers' com-
pensation into one department,
which Mr. Fields manages. He
purchases workers' compensation,
oversees Boise's self-insured cov-
erage and audits the state carrier
coverage where applicable.

Clayton E. Carlson, manager of
corporate insurance continues to
be responsible for property and
casualty coverage.

EVERY ACCIDENT is reported
with a cost breakdown on work-
ers' compensation including dis-
ability, medical and lost wages.
The report first goes to the plant
insurance department, then to the
regional claims offices and finally
to the corporate insurance depart-
ment, Mr. Fields said.

Payments are made out of the
central corporate headquarters,

ki't

but the total cost is incurred back
to the location of the accident.
"It's a similar set-up in many
companies in our industry," he
said. Mr. Fields defined total cost
as insurance premiums and bene-
fit payouts.

In 1972, Boise's workers' com-
pensation cost was $4.8 million. In
1973 and 1974, the cost was about
$3.2 million for each year.

"We had fewer accidents and
fatalities in 1974 but the costs
didnt come down because medical
costs rose after the Wage Price
ceiling was lifted,’ Mr. Fields said.
He estimated the increase for
medical benefits was about 7 %
more in 1974 than in 1973.

"Compliance with the Occupa-
tional Safety and Health Admin-
istration corrected conditions but
99 % of the accidents still ce-

curred,” Mr. Fields continued.

He believes that worker actions
make the critical difference be-
tween a low accident rate and a
high one.

Boise's management responsi-
bility approach is in line with the
safety philosophy of D. A. Weaver,
policyholder education director
for Employers of Wausau, the
company's private workers' com-
pensation carrier.

“"WE SOMETIMES act as if
safty motivation is found in the
goal of safety itself. It is not. Safe-
ty levels must be deliberately
chosen and required by manage-
ment,” Mr. Weaver said in an in-
terview with the company's mag-
azine, Quarterly.

"You cannot motivate workers
to perform in a given way unless
they are supervised in that given
way," he told Alice Dieter, the

Outscore the tough risks with Captive Insurance.
Captives don't always skate faster than the
traditional insurance market. But, when the game

is rough
can score for you.

or the opponent formidable

they

.Who's your opponent? Too costly insurance?
Underwriting restrictions? Lack of capacity for
high values? Unusual, misunderstood risks?

No insurance at all?

if these are the problems your professional or
trade group has in neutralizing risks, it's a league
situation worth looking into. Ebasco's rink-side
Risk Management experts have the experience
to help you make the big saves. And, with
Ebasco's coaching, you'll learn more ways to win

the game.

Write us to find out how we can help you get out
of the corners. Brochure available on request.

1 RISK MANAGEMENT CONSULTANTS, INC.

A subsidiary of Ebasco Services Incorporated

100 Church Street
New York, N.Y. 10007
(212) 785-8712

100 So. Wacker Drive
Chicago, 111. 60606
(312) 346-3438

Airlie House, P.O. Box 1617

Hamilton, Bermuda
Tel. 1-3973

A HALLIBURTON Company

Quarterly's associate editor.
"Training causes performance in
response to what is clearly wanted
and required by the boss."”

Mr. Fields believes that safety
management requires clear and
persuasive communication. "Char-
ted goals must move off the charts
and into the work patterns of all
employes," he said.

Emphasis shifted from viewing
safety as a humane concern only
to a built-in accident control and
training system "to protect both
lives and profits" about three
years ago. This change was rein-
forced by a review of Boise's ac-
cidents from 1970 through the
first half of 1974.

The study showed the company
lost $91 million as a result of all
accidents. Of that, $18 million
went to workers' compensation
payments. Another $73 million
represented indirect but identi-
fiable costs such as damaged
equipment, lost production, busi-
ness interruption, cost of super-
visory time in investigations, costs
of correcting unsafe conditions
and the "other interrelated costs
that multiply from each accident.”

During the study period, 120,-
000 working days were lost to ac-
cidents and 21 employes died as
a result of industrial accidents at
the company, according to the re-
port.

"Approaching safety as a hu-
mane concern only blurs both
data collection and management
responsibility,” Mr. Fields be-
lieves. "The direct cost of work-
ers' compensation payments is
tied to the unpleasant reality of
accidents and provides an accu-
rate measurement of effective

safety management.”

MONTHLY SAFETY meetings
are held at all Boise locations be-
tween supervisors and workers.
Often a specific job and its haz-
ards is discussed. The program
not only includes orientation for
new employes but also job trans-
fers, Mr. Fields said.

Boise's safety standards and
concerns are reaching into new
areas such as minimizing damag-
ing noise levels, defining accep-
table levels of stress from heat
and cold and examining the ef-
fects of the chemical components
of manufacturing, he said.

No statistics were available
about other companies' accident
records, Mr. Fields, though Boise
attempted to collect such data in
its industry. He said he doesn't
think Boise is "either the best or
the worst in its industry” in terms
of its accident record.

Management support for safety
programs evolved gradually, Mr.
Fields explained. "They Were
tuned into the cost factors of ac-
cidents. One area where you can
control costs is accidents. If there's
Nno accident, then there's no

Ll —— g . = —_—

Establish Saudi insurer

A new Saudi Arabian insur-
ance carrier, the Red Sea Insur-
ance Co., capitalized at $3.5 mil-
lion, was organized at Hong Kong
to engage in all aspects of insur-
ance in a nation where Islamic
law traditionally has rejected the
concept of insurance. Stock con-
trol will be in the hands of Saudi
Arabian nationals, with a 7% in-
terest held by Fireman's Fund
American Insurance Co., San
Francisco, and an equal 7 % own-
ership divided among C. T.
Bowring & Co. Ltd of Great Brit-
ain and Dowa Fire and Marine
Insurance Co. of Japan. A wholly
owned subsidiary, Red Sea De-
velopment Co., will act as sole
agent in Saudi Arabia.



Actuarial assumptions
must now be disc/osed

LOS ANGELES-The 1974 Em-
ploye Retirement Income Security
Act (ERISA) ultimately will be
interpreted by the courts to mean
that actuarial assumptions must
be publicly disclosed, an actuarial
consultant predicted.

Daniel F. MeGinn, president of
Dan McGinn & Associates, based
here, said actuaries must adopt a
set of actuarial principles and
practices for pension plans or
federal intervention will probab-
ly occur. He spoke to a meeting
of the Society of Actuaries at the
Century Plaza Hotel here.

"Any principles and procedures
adopted by the profession should
clearly reflect that the actuary's
primary responsibility is to the
employe rather than to the cor-
poration,” he said. The reason is
that ERISA includes actuaries in
its definition of fiduciaries, he
explained.

Another example of actuarial
responsibility, according to Mr.
McGinn, is the ERISA provision
requiring that all significant cor-
porate events which could affect
pension benefits be disclosed to
employes in the actuarial certifi-
cation and report.

"IF THE ACTUARY knows of
a planned plant shutdown and
the corresponding termination of
a substantial number of employes,
shouldn't he be required to re-
fleet that knowledge?"” Mr. Mc-
Ginn asked.

Among the "adverse results”
that would materialize, in Mr.
MeGinn's opinion, if the actuarial
profession could not agree to a
core of fundamental principles
are: "A continuation of plan ter-
minations with the loss of bene-
fits by employes, increasing bu-
reaucratic control over funding
and ulimately the demise of pri-
vate pension plans as we know
them.”

He recommended a speed-up in
the development of principles
analagous to those formulated by
the accounting profession.

Mr. MeGinn believes the state
of the U.S. Social Security sys-
tem is an example of a significant
actuarial error in judgment.

Savvy buyer
getscreditfor

group surge

NEVW YORK-The Equitable
Life Assurance Society of the
U.S. credited a "more sophisti-
cated buying mechanism" by cor-
porate risk managers and insur-
ance departments with the surge
of group business premiums that
poured in during the first two
months of 1975.

At a press conference here to
review Equitable's 1974 opera-
tions, James A. Attwood, execu-
tive vp of group operations, told
Business Insurance that on one
day alone, January 2, the com-
pany pulled in a quarter of a
billion dollars in group premiums.

"For the first two months this
year, we're running almost dou-
ble of what we did last year,”
Mr. Attwood noted. He said much
of the increased group business
is attributable to policy changes
from one carrier to another. He
credited the tight money period
with sharpening the insurance
buying habits of corporate cus-
tonners.

J. Hehry Smith, chairman and
chief executive officer, called
group pensions "the big star” of
1974's group lineup. -

Actuaries assumed the popula-
tion would grow indefinitely at
the same rate it did in the 1950s
and 1960s, he noted. "But... the
population rate has fallen dras-
tically. As a result, contributions
to Social Security have not kept
pace with the actuaries' assump-
tions and the system-as the gov-
ernment has confirmed-is faced
the equivalent of bankruptcy
within five years,” Mr. MeGinn
said.

"The actuary's asumptions are
the most critical element in plan-
ning the funding of pension ben-
efits (because) it can mean the
difference between a sound, con-
tinuing pension plan and a plan
that ultimately will go bankrupt,”
[ B —— _ =——m 8 _ —
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A Flexible Market for —

Treaty Reinsurance,
Casualty Facultative Reinsurance

and Excess Covers.

Call [212] 269-0300

NORTH STAR

REINSURANCE CORPORATION
90 William Street, New York, N. Y. 10038

For risk management that
pa¥s off at the bottom line,

try the James equation.

Thisequation shows how
James works to make risk
management programs
steadily more effective. For
thousands of growing corpo-
rate clients. Around the coun-
try and around the world.

Minimizingthesumof:
Self-insured losses

-+

Premiums for yourinsurance
—+

Loss control expenses you
absorb

Risk managementadminis-

trative expenses

Effective Risk Management

Let's take the equation apart
and see what it holds for your
organization.Therearethree
divisions inthe management
of risk. Eliminate or reduce il.
(Loss control expenses).
Transfer li (Premiums for in-
surance). Assume N_1 1 part
A L (Self-insured losses).
James professionals can
help you identify the shape
and scope of your risk. And
suggest which choices, in
what combination, are likely

to minimize your total risk

management cost.

There is no pat answer, no
canned solution. Each.situa-
tion is different, and we ana-
lyzeit as such. We might advise
onecompanytoassume more
riskandtransfer less.This
might raisethe cost of self-
insured losses while cutting
insurance premiums more. In
anothercase, ourtechnical
services may be used to lower
the incidenceof accidents.
This could raise loss control
costs but more sharply reduce
self-insured losses. The clriv-
ing idea of this balanced ap-
proach is to progressively
minimizetotal risk manage-
ment cost. Which is another
way of saying effective risk

management.

For more information on

how effective risk manage-
ment can help your organiza-
tion atthe bottom line, write
Thomas J. Ryan, President,
Fred. S. James&Co., Inc.
230 West Monroe Street,
Chicago, lllinois 60606.

James

Risk Management

Fred. S. James & Co., Inc.

Insurance Brokers and Consultants since 1858

MORE THAN 80 OFFICES TO SERVE-YOU THROUGHOUT THE WORLD
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Gold Kist contracts for

property captive study

ATLANTA-Gold Kist Inc. con- it less attractive for Gold Kist

2_|__

“DDale
--50* EICompany

tracted with Armrisk Inc. for a
captive insurance company feasi-
bility study, which Gold Kist
plans will be completed in June.

to maintain these self-insurance
reserves. Funds which are put into
these reserves by a company each
year serve to reduce gross income,
and to lower net profit.

Limited Robert E. Rich, director of cor-
Po BOx 18 porate insurance for the farmers' Gold Kist has about $600 million

TORONTO DOMINION CENTRE v . - - .
1_P-¥AND FALLS oRONTO growers' cooperative, said he is  worth of property and inventory
TORONT
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For complete insurance planning & protection from coast to coast in Canada

Vancouver * Edmonton « Calgary « Winnipeg * Toronto « Hamilton « Monlreal
Halifax - St. John's - Cornerbrook - Grand Falls - Ottawa - London

Giveyour company

considering a captive to under-
write property risks as a direct
result of proposed Financial Ac-
counting Standards Board rules
which would apply stiff guidelines
on the internal reserves which
publicly held corporations report
to their stockholders.

Mr. Rich said Gold Kist is ac-
customed to funding internal re-
serves for self-insurance against
property losses. He believes the
FASB's proposed rules would make

an insurance physical.

Your company may not be in the same shape it was a
year ago--and a growing business must be covered

by increased insurance--especially in these
inflationary times !

O PROPERTY: Has your present property increased in value?
Nationwide's Inflation Protection endorsement can be added
to a Wall of Protection® plan to keep building insurance

in line with rising costs.

O LIABILITY: Do you need additional liability
coverage? If your business is growing, perhaps your
liability is, too. Nationwide's Wall of Protection

can give your business the liability coverage

you need in one plan.

El PAPERS: Do you have documents and
valuable papers that aren't protected by
insurance? Nationwide's Valuable Papers
Endorsement protects vital plans, charts,
papers inside the safe or desk.

O VEHICLES: Have you added new

business vehicles? Nationwide can
cover these-as well as non-owned cars
and trucks used for your business.

O EMPLOYEES: Have you added em-
ployees? Nationwide's Wall of Protection .
plan takes a total approach to benefit pro-
grams: individually tailored group life insur-
ance, hospitalization, disability and pension
coverages. One plan, not an unrelated stack
of policies.

D CONVENIENCE: Are you spending too much time

and capital on your insurance problems? Nationwide's

Wall of Protection plan lets you spread your payments over
the year without tying up capital. Another time-saver-only one
annual audit on your property and liability.

If you've answered yes to any of the above questions
your insurance needs further examination.

Give Nationwide a call. We've got specialists who'11
be glad to give you a complete diagnosis. Free.

Nationwide Insurance, Columbus, Ohio 43216
Part of Nationwide's Blanket Protection for your business or your family.

1 NATIONWIRE

F.,2% Nationwide is on your side

Nationwide Mutual Insurance Co. Nationwide Mutual Fire Insurance Co. Nationwide Life Insurance Co. An equal opportunity employer. |

assets to protect. Because of the
seasonal nature of Gold Kist's
business, inventory values are
higher at harvest times, and vary
widely throughout the year, Mr.
Rich said.

William S. Mortimer, vp of
Armrisk Inc., is in charge of the
study for Gold Kist, Mr. Rich
said. Armrisk is a division of
American Risk Management Inc.,
manager of captives in Bermuda.
Mr. Mortimer is based in Laguna
Beach, Ca.

GOLD KIST presently has a
complicated layered program of
property insurance with Unigard
acting as the lead underwriter on
the first of about 18 layers, Mr,
Rich said.

Gold Kist's Mr. Rich is also
using two doctoral candidates from
the department of risk and insur-
ance at the University of Georgia
to do a study of the advantages
for Gold Kist in self-insuring
workers' compensation.

The doctoral candidates are
making this study the subject of
their doctoral dissertations, Mr.
Rich said, noting the study will not
cost Gold Kist anything. He lined
up the study through E. J. Lev-
eratt, dean of the department.

The cooperative employs 14,000
workers at the peak harvest time,
with average monthly employment
of 9,600. The firm found workers'
compensation injuries and losses
are high in both frequency and
severity during harvest times, al-
though at other times of the year,
losses are high in frequency and
low in severity, Mr. Rich said. -

AMusement

park fire loss
fully insured

BUENA PARK, CA.-A $1
million-plus fire which roared
through an amusement area, still
under construction, at Knott's Ber-
ry Farm in late March is covered
by a cost-of-construction fire pol-
icy underwritten by Fireman's
Fund American Insurance Cos.

Guy Tester, director of adminis-
tration for the well-known Orange
County recreational park, said the
cost-of-construction policy has a
$3 million limit.

First reports placed damage
from the fire at $3 million. Fire-

men fought the blaze for more
than an hour. The cause remains

unknown.

"THE ORIGINAL estimate of
damage was scaled down when it
was confirmed that the damage
was confined to one new ride in-
side a building," explained Mr.
Tester. He said the ride was one
of four under construction on a 10-
acre plot to be known as the Roar-
ing Twenties.

Along with the cost-of-construe-
tion policy, he said that Knott's
Berry Farm has a $16 million mas-
ter fire policy underwritten by
eight insurers, led by Aetna.

Jay & Renfro, Newport Beach,
is the broker handling most of the
amusement park's policies.

Mr. Tester said that because of
the fire damage the opening of the

damaged ride has been postponed
from June 1 to mid-June. i
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In addition to supplying refreshments and
friendly conversation at the RIMS confer-
ence, we provide imaginative solutions to

Risk Management problems all year long.
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Dallas loaded with gourmet eateries,
claims'nightclubbing-esf city award

DALLAS-Dallas prides itself
on its sophistication and points to
restaurants of every nationality as
proof of the city's claim to be the
"nightclubbingest” city in the na-
tion.

In fact, when this reporter
asked where the best food could
be found, nary a chili parlor was
mentioned. The top eateries fea-
ture French and Continental cui-
sine. Some persistant digging
turned up a few Mexican and
Tex-Mex spots, but if it's an
authentic barbeque you're after,
you'll have to find a rancher.

The restaurants listed range
from expensive ( $10 and up) to
moderate (up to $8). Most re-
quire reservations. Given Dallas’
spread-out geography, a long cab
ride from downtown hotels may

be required.

PATRY'S-French, and rated
"Nnumber one" by everybody
asked. Specialties include coq au
vin, stuffed leeks and rack of
lamb. Expensive. Closed Mondays.
Located at 2504 MeKinney Ave.

(748-3754).

OLD WARSAVV-French cui-
sine (duck a l'orange is recom-
mended) and
Prices are high. Located at 2610
Maple Ave., not far from the con-
vention center. (5628-0032).

elegant decor.

PYRAMID ROOM-Right in
the Fairmont Hotel at Ross and
Akard, expensive gourmet fare at
a leisurely pace is the rule here.
(748-5454).

CASA DOMINGUEZ-The best
Tex-Mex style food in Dallas.
Save room for dessert pralines.
Dark, cantina atmosphere at 2127
Cedar Springs. Moderate. (742-
4945).

CHIQUITA-AnNnother good
Mexican restaurant. Try the en-
chiladas with sour cream or carne
asada: ceviche is tops among ap-
petizers. The margaritas here are
great. Moderate. 3325 Oak Lawn.
(521-0721).

Steamships suspend

service to Vietnam

SAN FRANCISCO-AL the
height of mass panic and ref-
uge flights from war-torn
South Vietnam, two steamship
lines here suspended service
to that country because of es-
calated war risk insurance
rates.

American President Lines
and States Steamship Co. an-
nounced "temporary" suspen-
sion of service to Saigon fol-
lowing a move by the steam-
ship conference of which they
are members to increase the
Vietnam war risk surcharge
from $6 to $30 per ton.

The 500 % rate increase, re-
vealed by D.D. Day, Jr., chair-
man of the Pacific Westbound
Conference, will be effective
April 17. Mr. Day cited in-
creased premiums for hull and
machinery and crew war risk
insurance by underwriters as
boost.

In addition to the higher
surcharge, conference memb-
ers will also stop extending
credit privileges for bills of
lading to Vietnam on April 17.

Two other stearnship lines,
Pacific Far East Line and Sea-
Land Service, were also con-
sidering suspension of their
service to Saigon.

ZODIAC ROOM-You'll want
to see the famed Neiman-Marcus
department store, so why not stop
in its tea room? The sandwiches
are delicious and the seafood
crepes are also recommended.
Lunch from 11-12:30; hors d’
oeuvres and buffet from 5-7:30.

Moderate. (741-6911)

There are pZenty of nightclubs
in Dallas. AN the downtown ho-
tels feature at least one lounge.
Some of the best spots, howeer,
are private clubs, but temporary
memberships (good for a couple
nights) are available at most pri-

vate clubs.

BARNEY OLDFIELD S-At
the Sheraton Inn, 1893 Mocking-

bird Lane features a salute to

Elvis Presley weeknights.

OZ-N e o n/deco characterizes
the newest of Dallas' "chic" spots,
a discotheque with split-level
dance floor. Though a private
club, a three-day membership can
be purchased for $5. Located at

5429 LBJ Freeway.

THE STONELEIGH P-An old
pharmacy with '4Os decor, Bent-

wood chairs. Boasts the best juke
box in town. Located at 2927

Maple.

GREEK KEY CLUB AND RES-
TAURAN T-Bouzoukis and a
belly dancer. 2920 NVWV High-

_— -
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Economic woes force managers
to shave fat from staffs, budgets

NEVV YORK-Inflation and re-
cession are causing many a risk
manager to tighten the corporate
belt, according to a Business In-
surance survey of the country's
top corporations.

Describing management's reac-
tion to the current economic prob-
lems, a risk manager for a New
York-based food processor said,
"I've had to show reasons, good
reasons, for expenditures."

One basic departmental expendi-
ture now under close scrutiny in
many companies is the hiring of

new personnel.

"As a matter of corporate policy,
we're not hiring any new people,”
William Hyland, director of pen-
sions and insurance at General Tel-
ephone & Electronics Corp. said,
"Attrition in the department hasn't
been a problem yet, but you can't
rule it out. If | ever need to re-
place somebody here, | might be
hard pressed to do it."

"ATTRITION has very definite-
ly affected this department,”
David Whatmough, insurance

Because accidents can happen.

To anyone.

Maybe even you.

manager, RCA Corp. said. When
the man who handled the interna-
tional program raired recently, his
responsibilities were added to those
of the insurance manager.
Coca-Cola's insurance manager,
Joseph M. Collins, said he must
now get approval on hiring new
personnel and a spokesman for a
New York-based oil company re-
ported "clerical staff reductions.”
"There is a freeze on hiring, but
it's corporate policy, not just re-
stricted to this department,”
Charles Christian, general insur-

We stress loss control to our self-insured clients because every
accident that doesn't happen-that's prevented-means more dol-
lars saved. Which is the reason they're self-insured.

But to be really effective, we have to manage accidents from
two sides: before and after.

No other self-insurance service company offers as complete a
range of technical programs designed to get an injured person back
to work as fast as possible. Our international rehabilitation service,
is provided by more than 467 specialists in medical, psychological,
vocational, financial and educational rehabilitation.

So when we say our loss control services costs less than your
accidents, we would also like you to remember that your accidents

can cost less with our rehabilitation services.

Employers Self-Insurance Service, Inc.

An INA Corporation company
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ance manager, Western Electric
Co. stated.

At B. F. Goodrich, however, the
present economic conditions and
status of the insurance market
have resulted in the addition of a
financial analyst to the risk man-
agement staff.

Spencer J. Traver, director of
risk management explained: A way
to keep costs in line is with de-
tailed analysis.... Since we have
considerable premium outflow, we
want to give more emphasis to
present value concepts so we can
got a good handle on deductibles."

"WE ALSO find we must spend
a considerable amount of addition-
al time on loss analysis to give
quoting companies more detailed
information,” Mr. Traver added,
"Our influence is expanding, if
anything."

One of the first items pared from
departmental budgets in time of
economic duress is travel expendi-

tures.

"Travel budgets are being held
under close control,” a spokesman
for a West Coast-based corporate
giant said. "There are fewer cook-
ies to go around, so we're having
to plan trips more carefully for the
people in the department.”

A spokesman for a petroleum
company headquartered in New
York noted the only areas where
budgets have been affected by
shortage are travel and salaries.

"With the tremendous increase
in air fares and other travel ex-
penses, we are consolidating more
trips," the spokesman said. "We're
not cutting back on travel where
it's necessary, but we're trying to
accomplish more on each trip.”

One business trip some compa-
nies are eliminating this year is
the excursion to Dallas for the
RIMS convention.

"This is the first year | won't be
attending the convention," George
Beis, insurance manager for B. F.
Goodrich Co. said.

Stefan VValovic, director of insur-
ance for Kaiser Aluminum &
Chemical Corp. is sending an as-
sistant to the convention in lieu of
attending it himself.

For some companies another
budget fatality is the outside con-
sultant.

"Outside services have been
eliminated right down the line,"” a
spokesman for an East Coast food
processing corporation said. "For
this department that means no
more insurance consultants.”

"We run a tight department at
all times, keeping watch on third
parties like brokers," a spokesman
for a New York-based oil compa-

ny commented.

"WE USE our brokers with
much more voracity,” RCA's Mr.
Whatmough said.

At Caterpillar Tractor Co.,,
Ralph F. White, manager of prop-
erty and liability insurance said,
"there have been substantial in-
creases in cost in some areas. But
we feel we need loss prevention
service and we are prepared to pay
for that service.”

A spokesman for a Southwest-
ern-based oil company noted that
loss prevention has come in for
special attention during the present
economic crisis.

"We try to stress it and | think
our department heads are getting
the message. . .they only have to
experience one loss to learn.”

Yet another risk manager is
cutting costs by cutting loss pre-
vention in the form of sprinkler
systenns.

"IN our construction program,
for example, where we would rou-
tinely install sprinkler systems, we
are now taking a second look at
the degree of protection we're go-
ing to put in,” he said.

There is some disagreement
among risk managers over what
has a greater effect on their de-
partments: recession or inflation.

"Recession has not really created
any problems,"” GET's Mr. Hyland
said. "The story is different for

inflation.”

"THE SERIOUS problem here is
watching property values," he con-
tinued. "We are on a replacement
cost system of insurance, and we're
going to stay there. We're on a bi-
annual valuation basis.”

"Inflation very definitely has
had an impact,"” Mr. Whatmough
of RCA noted, "particularly in our
foreign area. We're doing updated
valuations of all our properties to
make sure they're insurable.”

Mr. Whatmough said his de-
partment uses tables from Mar-
shall Swift for appreciation of
fixed asset values, and also uses
the updated trending factors to ap-
ply to first costs if they're on ac-
tual cash values.

At Standard Oil of Indiana,
Martin R. Flink Jr., director of
risk management said, "We must
watch increases in values because

Continued on page 28
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Looking over oil markets? Don't overlook .
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The subject is self-insurance. A risk management

Flexibility key to risk
management at LTV

DALLAS-Risk management at
LTV Corp. encompasses land, sea
and air-sometimes all at once.
Witness the following events
which occurred in a recent week:

- The company lost a $1 mil-
lion executive aircraft in a take-
off mishap.

- A $35 million transportation
system LTV designed and built
for the world's largest airport be-
came the object of a legal battle.

» Meanwhile, finishing touches
were being put on a multi-mil-
lion dollar inter-island marine
transportation system.

D. C. Morris, manager of in-
surance and transportation for
LTV Corp., took a few moments
between business telephone calls
at his office in LTV's corporate

insurance premiums you'd otherwise have to pay At the

technique that many growing companies often overlook  same time, we'll advise you on catastrophe coverage for

or misunderstand.

Especially those that have outgrown their insurance

At Alexander & Alexander, we'll show you how self-
insurance can play a more meaningful role in your total
risk management program.

insurance program.

well assume. Help you budget for predictable business
losses that could cost your company a lot less than the

exander
exander

losses you can't predict,
It's all part and parcel of Alexander & Alexander's
thorough review and study of your company's overall

If you'd like more information, send for our free
bcoklet. It's called "How To Tell When Your Company Has
We'll advise you on certain risks your company might  Outgrcwn ts Insurance Service:'

Alexander & Alexander Inc., Information Services,
Dept. F, 1185 Avenue of the Americas, New York, N.Y. 10036

headquarters to discuss how he
manages such a variety of risks.
"You have to be flexible," he

said. "Be able to wear many hats
at the same time."”

BESIDES THE jet aircraft and
missiles LTV manufactures for the
U.S. government, the company has
additional aviation exposure from
its five company executive planes.
It was one of these, a Falcon jet,
which failed in takeoff at Dallas
Naval Air Station recently, over-
ran the runway and went into
Mountain Creek Lake at the end
of the runway.

Among the five persons on
board was Sol Love, president and
chief operating officer for LTV's
Aerospace subsidiary, who sus-
tained a broken finger and
bruises,

LTV is insured with American
Aviation Underwriters for hull
and property coverage for its air-
craft, Mr. Morris noted, and has
key man accident insurance for
its executives.

On land, LTV is engaged in a
legal battle with the cities of
Dallas, Ft. Worth and the Region-
al Airport Board over Airtrans, a
$35 million subway-like system
for transporting people and goods
between terminals at the Dallas/
Ft. Worth Airport.

Acceptance of the system is at
issue. The board claims Airtrans
hasn't achieved sufficient relia-
bility; LTV contends the system
meets contract requirements. The
firm pulled its maintenance crews
off Airtrans for a period in March,
after operating the system without
a new maintenance contract since
January.

A new six-month contract on a
cost-plus basis has been negotiat-
ed as a stop-gap measure "until
we resolve our differences,"” Mr.
Morris said.

Airtrans is insured under LTV's
blanket CGL policy with Conti-
nental Insurance Co., with a sep-
arate builder's risk policy under-
written by the Hartford Casualty
Insurance Co.

Donning his marine risks cap,
Mr. Morris explained he's in the
process of "designing a tailor-
made coverage,” for the hydrofoil
transportation which he expects
to insure "for several million dol-
lars.™

The system will begin opera-
tions between the Hawaiian Is-
lands in May. Boeing Corp. built
the three hydrofoils for LTV's
Pacific Sea Transportation Ltd.
which will operate them as pas-
senger service between the is-

lands.

CNA turnaround

During the fourth quarter of
1974, the insurance group of CNA
Financial Corp. returned a profit
for the first time since the third
quarter of 1973, the company re-
ported. Continental Assurance Co.
reported operating income before
taxes of $17.7 million for the
fourth quarter of 1974, offsetting
the pre-tax operating loss of $15.8
million during the fourth quarter
for Continental Casualty Co. CNA
Financial Corp., however, report-
ed a net loss of $15.7 million for
the same period, including realized
losses on investments. According
to Laurence A. Tisch, chairman of
the board: "Results for the year
reflect the impact of underwriting
losses and additions to reserves for
prior years' periods relating to
casualty insurance operations, and
the write-off of the company's en-
tire investment in The Larwin
Group, CNA's real estate subsidi-
ary."
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Belt tightening...

Continued from page 25

of inflation. Exposures we had as-
sumed we could leave uninsured,
we insure now."”

Oil tankers have caused a bud-
getary problem for another East
Coast oil firm whose spokesman
acknowledged the company "has a
glut of tankers just at a time there
is a lack of need for tankers.”

To reduce insurance costs,
"We're taking them out of service
and anchoring in protected waters.
... You can get a fairly decent re-
duction in insurance that way," the
oil company spokesman observed,
estimating his company's savings
will range between 25 % and 75 %.

The "credit crunch” has led one
East Coast based food products
corporation to "sharpen the focus
on the financial aspects," a spokes-
man said.

"As cash flow becomes more cru-

cial, the financial factors get more
crucial too," he said.

"We've looked into 501 (c)9
trusts, administrative-services-on-
ly plans, minimum deductibles and
self-insurance," he added.

Another Eastern food products
corporation which suffered a major
property loss in 1974 has made ar-
rangements to finance premiums,
"for the first time in the history
of the corporation.”

THE DIRECTOR of insurance at
a Midwest-based consumer prod-
ucts firm reported his department
has injected an installment ap-
proach into the premium payment
program to improve cash flow.

"If the premium is normally
$120,000 a year, we'll pay $10,000
a month,"” he said, "but there's no
interest fee where we have pur-
chasing power and can negotiate.

It's not always possible, though,”
he added.

"From a capital expenditure
standpoint, we've really re-
trenched,"” RCA's Mr. Whatmough
said, "No large projects are in the
offing."”

At Coca-Cola, Mr. Collin noted,
"We're considering a higher de-
ductible, but credits for assuming
a higher deductible are hard to
get.”

"As a general rule, we're less
eager to assume more of a risk be-
cause of cash flow and liquidity
problems." a spokesman for a New
York based oil company noted.

Another oil company spokesman
said, "Since we're forced with a
tight money situation, we're tak-
ing a look at keeping more dollars
at home.”

"It's a good time to take a
chance in self-insuring sonne
risks," he said.

One risk under evaluation in
many risk and insurance manage-
ment departments is business in-

terruption.

Business interruption values all
have to be more closely monitored,
a spokesman for a food processor
said.

"We're now trying to implement
producing business interruption
values on a six month basis rather
than annually,” he said, "We're
also trying-it's not easy'to set
property values on a more fre-
quent basis than annually."”

THE SPOKESMAN explained
that since property values are con-
stantly going up, old annual repair
and replacement policies are be-
coming outdated quickly and ac-
tual cash value policies, re-eval-
uated frequently, are better to
have.

"You have to watch business in-
terruption risks more carefully
now.," W. F. Wynne, director of
risk management at Champion In-
ternational Corp. said. "And be at-
tentive so you're not over-insured."

"If we have losses now, the
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business interruption costs would
be lower than a year ago,” a
spokesman for the Celanese Corp.
added.

Robert C. Lee, director of insur-
ance for Armco Steel noted no re-
duction in business interruption
limits.

"We've gone through a rather
quick cycle here," he explained.
"A year ago so many things were
in short supply and there were de-
lays in getting equipment and
spare parts. We and other compa-
nies were considering increases in
business interruption limits or pur-
chasing business interruption
where we'd never had it before.”

One company which j ust added
business interruption to its prop-
erty insurance is NCR Corp.

NCR'S INSURANCE manager
Harold S. Koller said, "For the
first time the price was finally
right. And NCR has been very for-
tunate in the past. We have never
suffered a large loss."

"The economic tightness has
changed our emphasis, but it has
not changed our basic concepts
one bit," a spokesman for an East-
ern food products firm said.

The company's insurance pro-
gram "is more in focus because of
the economic trouble," he added,
"but we will not change our ap-
proach at all.”

At Champion International
Corp., Mr. Wynne explained,
"We've always worked with an
awareness of cash flow. If you've
done your job well all along,
there's not much else you have to
do when the eonomy is not good.’

At IBM, "we don't see the cur-
rent economic climate as affecting
us in the insurance department in
our day to day business," Patrick
Hopkins, insurance manager com-
mented. But he had some advice
for dealing with underwriters
who, as another survey respondent
noted, "took a real beating in the
market."”

"l think people in our position
should find it incumbent upon
themselves to look at the financial
conditions of insurance companies
they deal with," Mr. Hopkins ad-
vised.

Administration of workers' com-
pensation programs has also been
affected by current economic woes.

"THE MAJOR impact of the re-
cession has been "more work in
administering benefits, because of
the layoffs," Rudy Davis, manager,
insurance department at Firestone
Tire and Rubber said.

The company has made no major
changes in benefits programs and
has experienced no rash of claims
to add to expense, he added.

The corporate risk manager for
a food processor noted "Workers'
compensation is the prime risk that
requires more attention in a reces-
sionary period. .. There must be
an emphasis on safety to reduce
exposure,” he added.

At Armeo, a spokesman in the
employe benefits department ack-
nowledged an increase in health
insurance, sickness and accident
claims. He believed this occurred
"in anticipation of layoffs,” the
spokesman said, "Some of it is
again legitimate....a particular
operation they delayed doing while
they were working, for example.”

Many of the claims come from
laid off workers, the Armco
spokesman continued, because the
company extends coverage for six
months for workers, with at least
two years' experience.

"We see them rushing to get
their kids to the dentist while the
insurance might cover it."

The spokesman estimated the
increase in claims at 5% to 18%.

The company is watching sick-
ness and accident claims closely,
particularly for short-term em-
ployes who don't qualify for ex-
tended health insurance, Armco's
spokesman said, "'VVe do think

there is a possibility for abuse.” |



Pollution control is a

key oil industry concern

HOUSTON-Loss

programs represent a multi-mil-
lion dollar investment for the ma-

prevention

jor oil corporations.

AIMS/Dallas

"We're spending a fantastic
amount on loss control,” one oil
company risk manager noted, "be-
cause of our big retention” in
property damage and liability in-
surance programs.

Most oil companies belong to at
least one or more of the 100-plus
pollution control cooperatives set
up to control spill cleanup costs
along inland and coastal water
ways of the U.S. since 1967.

One of the largest of these co-
operatives is Clean Gulf Associ-
ates, whose 37 member companies
represent 98 % of the total oil
production in the Gulf of Mexico.

Clean Gulf's members include
Shell Oil Co., Texaco Inc., Gulf
Oil Co.-USA, Exxon Co. U.S. A,
Continental Oil Co., Atlantic Rich-
field Co. and Amorada Hess Corp.

Each company pays a $5,000
membership fee and is assured a
proportionate share of the una-
mortized balance of the cost of
pollution cleanup equipment.

Clean Gulf contracts with Hall-
iburton Services, a division of the
Halliburton Co., for cleanup equip-

Federal post

for former

Argonaut vp

WASHINGTON-EIi P. Bern-
zweig, former vp for professional
liability insurance programs for
Argonaut Insurance Co., was
named special assistant to acting
Federal Insurance Administrator
J. Robert Hunter.

The appointment should ex-
pand the expertise available to
the Federal Insurance Adminis-
trator's office, which is part of
the Housing and Urban Develop-
ment (HUD) Department.

HUD administers federal flood
and crime programs and a riot
reinsurance program.

HUD SAID Mr. Bernzweig will
also be available to Mr. Hunter
when he is called upon to ad-
vise the White House on such
matters as national health insur-
ance, medical malpractice insur-
ance, and any other matters re-
lating to the insurance industry.

"Mr. Bernzweig's expertise will
be a valuable asset to FIA,” Mr.
Hunter said, "in helping to iden-
tify and evaluate new and ex-
panding needs of the public and
the industry and recommending
solutions compatible with recog-
nized insurance principles and
techniques.”

Mr. Bernzweig spent several
years working for the Health, Ed-
ucation and Welfare (HEW) De-
partment specializing in problems
involving medical malpractice in-
surance. He has written two
books on the subject, along with
numerous articles, HUD said. -

R.B. Jones expands

R. B. Jones Corp., Kansas City,

announced the

acquisition of
Mueller & Milford Agency in St.
Louis, and the local agency busi-
ness of Geoerge S. Kausler Ltd. in
New Orleans. They are expected
to add $175,000 and $200,000 a
year, respectively, to R. B. Jones'

revenues.

ment. More than $7 million worth
of equipment including open sea
and bay skimmers, a high volume
open sea skimmer system (HOSS),
shallow water and beach protec-
tion equipment are stockpiled at
bases in New Orleans and Tampa.

Some companies contract with
loss control services such as Risk
Surveyors Inc., a division of Mat-
thews Daniel Co., for safety in-
spection.

Risk Surveyors Inc. provides
inspection and risk control re-
commendations on a 50-50 split
billing basis between insurers and
insureds. Some of its clients in-
clude Brown & Root Drilling Co.,
Fluor Ocean Services, J. Ray Mc-
Dermott Co. and Diamond M.
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Liability of Corporate Officers and Directors

By Attorney William E. Knepper
A sound basic guide for company officials, lawyers and insurers
including:
Analysis of D&O0O insurance policies
* Protection and preventive measures

e Corporate indemnification of officers and di-

rectors

SECOND EDITION, 597 pages ...
ment ... Price $27.50
Published by THE ALLEN SMITH COMPANY

1435 North Meridian Street Indianapolis, Indiana 46202
317/634 4098

with 1974 Pocket Supple-

Gulf Insurance

Being in the insur-

Is 50 years old!

ance business for 50 years
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fledgling Texas fire comp
we've grown to be a national multi-
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lines carrier. We write well in excess

of $100 million in premiums annually. Our 12 branch offices stretch from
New Jersey to California and are fully staffed by insurance professionals
who have the authority to give our agents answers-right now.

The fact that we are still represented by many of our original
agencies should tell you something about our relationship with and
attitude toward our agents. Simply stated, we believe in "Extra Effort"
service. This means our people are committed to giving service far
beyond the ordinary. It means we do everything possible to make doing
business with us easy and profitable. It means that when you have a
problem, we do everything in our power to help you lick it.

At Gulf, "Extra Effort" service is more than a line. It's a way of doing
business. If that sounds good to you, drop us a

line. We'll send our free brochure, "The Gulf

Group". After you've read it, maybe
we'll both have reason to celebrate.

CZEr

The GulfGroup

The Extra Effort
Companies

Celebrating Our 50th Year
Gulf Insurance Co., Atlantic Insurance Co.,
Select Insurance Co., Ins. Co. of the Pacific Coast.
Executive Offices: P.O. Box 1771,
Dallas, Texas 75221 (214) 526-5281
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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

OO0 you know

enough about
iNsurance

aviation

to order a policy

More companies ioin
line outside doors of

big premium financiers

By MARIE KRAKOWIECKI

NEW YORK-The corporate
cash squeeze has sent more com-
panies than ever to the doors of in-
surance premium financing com-
panies, although some firms are
embarrassed to talk about it.

The risk manager of a large
conglomerate which posted a de-
ficit for 1974 told this magazine
that his company has made ar-
rangements to finance property/
casualty premiums for the first
time in its history.

"The cash squeeze has absolute-
ly made changes in the insurance

i

over the phone?

Probably not. Most pilots are not insurance experts - they
don't know the market and aren't familiar with such terms as

declarations, exclusions, conditions, warranties, etc.

Moreover, dealing direct is no guarantee that you'll save

money on purchasing a policy. In most cases, your local

independent insurance agent can get you a better deal than

you can make yourself. After all, he's an insurance
professional who can accurately assess your needs and
arrange proper coverage through any of a number of

aviation insurance markets.

For reasons like these, USAIG believes in and
works through licensed insurance agents and brokers in
arranging aviation coverages. This doesn't mean we'll
always write your business, but it guarantees you - the
Insured - the best all around protection and service

money can buy.

So, next time you need aviation insurance, check with
your local agent. And while you're at it, ask him about the

USAIG 360°protection plan -it's a lot
more than just another insurance policy.

usslIIiG

UmTH STRIES AIRCRAFT IRSURAneE GROUP

the aviation insurance pros

New York - Atlanta - Chicago - Dallas - Houston - Toledo - Los Angeles - Sar Francisco

department,” he said. "Before 1974,
we would routinely go to financ-
ing companies for quotes on what
they would charge to finance our
premiums. Then we'd show the
figures to our financial analysts
who would run them through the
computer. We always used to find
out we'd be better off without the
loans. This year it's different,”
he said.

MOST RISK managers aren't so
open about talking of insurance
premium financing, even when as-
sured anonymity, but a growing
number seem to be turning to the
premium finance companies as
their departments' contribution to
corporate cash flow problems.

The trend becomes apparent
from the increase in business at
premium finance companies.

The largest of these, Afco Credit
Corp., has seen a significant in-
crease in the number of companies
that have turned to premium fin-
ancing, according to Paul Holland,
Afco's agency vp. He anticipates a
25 % jump this year over dollar
volume the firm did in 1974.

The trend is even more pro-
nounced at AMGRO Inc., a Wor-
cester, Ma.-based firm. AMGRO
is a member of the 28-company
America Group.

Frank Baril, AMGRO treasurer
said there's been a "tremendous
growth"” in his firm's business
since 1973. Last year financing
jumped 48%, according to Mr.
Baril. This year he looks for it to
jump another 44%.

When AMGRO started five
years ago, its officials estimated
that approximately 5 % of all com-
mercial property/casualty accounts
were having their insurance prem-
iums financed. Although the
AMGRO treasurer could not ac-
curate estimate the percentage to-
day, he is confident that the figure
far exceeds 5%.

The credit crunch and aggravat-
ed cash flow problem appear to be
at the heart of the search for loans

to pay off bremiums.

BANKS HAVE BEEN a traditi-
onal source for premium financ-
ing through the years. But, as one
financing company official put it,
overuse of the bank's services in
that area can create credit strains
for the insured which might prove
uncomfortable.

"If you get an insurance buyer
with a $100,000 anual insurance
premium for which he needs a
loan, you will get a situation where
he is using up a line of credit if
he goes to the bank to get that
loan.

"Some insurance managers from
big companies have two or three
commercial bank relationships.
They might be able to work out a
deal with compensating balances
or the like, or get a loan at prime.
But other buyers will just find
they've exhausted a line of credit
they might need for something

"

else later,"” one industry spokes-

man said.

Banks themselves present quite
a split in positions on premium
financing. Union Bank in Los An-
geles dropped its entire premium
financing department last October
because it was not profitable
enough.

The bank had been offering
premium financing for eight years;
mostly as a lure for trust accounts.
During that time it handled some
$80 miillion in loans. Now it wants
no part of premium loans.

Continued on page 32
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yearlycheckup.

Inflation has raised the price ofjust about
everything. So if your insurance was written to cover you
at yesterday's prices, you may not have enough insurance
to cover you today.

That's why it's extremely important for you to
make sure your personal or commercial property and casualty
insurance keeps up with inflation. No matter which company
provides your insurance, ours or anybody else's, you should
have your coverage checked annually by a professional.

Independent insurance agents and brokers are
professionals who are especially qualified to advise you,
because all of them are local business people who understand
local business prabllerms.

John I[.Brower C. P.CU., Independent Insurance Agent
Boynton Brothers & Company, Perth Amboy, New Jersey

So speak to an independent agent in your
community and make sure you have the insurance you need

to keep yourself fully protected. It may cost you a little more
now, but it could save you a lot more later.

CRUM&FORSTER
INSURANCE COMPANIES

THE POUCY MAKERS.

Administrative Headquarters: MorrisTownship, NewdJersey 07960
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Premium financing...

Continued from page 30

Union Bank assistant vp Brady
Mora explained that the bank's
overhead was too high, and that
premium interferred

with the bank's activity in offer-

financing

ing construction loans, which are
its specialty.

"Premium financing is not all
it's cracked up to be. For one
thing, banks are not allowed to
operate out of state like Afco to
attract more trust accounts. Our
stipulation was that an agent
would do trust accounts with us
if we gave him premium financ-
ing. But it just wasn't that profit-
able.” Mr. Mora said.

AT UNION BANK, a typical
rate of interest on a corporate aer

count loan been

% 0%
corporate rate of about four or

would have

around 12 %, up from the

five years ago, the "heyday" of
premium financing according to
Union Bank.

Corporate customers at the
Chartered Bank of London in San
Francisco will find dramatic dif-
ferences if they seek premium fi-
nancing. Dennis Bansen, vp at
the bank, says prernium financing
is very profitable. The bank,
which merged with Liberty Na-
tional Bank last July 1, has been
into premium financing for 10
years on the Liberty National side.

For commercial accounts, it
handles between $2 million and
$2.5 million a month, with an
overall unit count of 10,000 con-
tracts a month.

Mr. Hansen said that for 1974
the overall (personal and commer-
cial) increase in premium financ-
ing was 5%; while commercial ac-
counts were up 10%. And his pro-

jections for 1975, based on the first
three mcnths of the year, are gen-
erally high. "We expect much bet-
ter than a 10% increase in com-
mercial accounts this year,”" he
said.

For corporate insureds who fin-
ance their premiums through Afco,
AMGRO or any number of banks,
the business is generated by big
agents and brokers almost without
exception. It is a rare case indeed
for.an insured to deal directly
with a financing company.

RATHER, A FIRM like Marsh
& MelLennan or Alexander & Al-
exander will give its account ex-
ecutives discretion over where to
get premium financing for an in-
sur€d. There is a good deal of
competition to woo account execs
to a particular line of premium
financing, according to Chartered
Bank of London's Mr. Hansen.

But once the relationship is forg-
ed, it appears to be solid. Mr. Han-
sen says sonne of the account ex-

ecutives who work with his bank
have been delivering corporate in-
sureds for premium financing for
more than 10 years. ("Satisfied?
They're always satisfied.")

Even if a corporate insured
wants to deal diretly with a pre-
mium financier, chances are the
insured will be gently but firmly
asked to deal through an insur-
ance broker.

"If an insured comes directly to
us, we ask for the agent or broker,"
said Afco's Mr. Holland. "After all,
we were started by the agency
system, and it seems more insur-
ance-industry oriented to do things
this way. And it doesn't cost the
insured any more."”

For Afco, the system seems
to be a well-oiled one. In 1973 the
company made loans to 190,000
mostly commercial accounts, aver-
aging two or three policies per ac-
count. By 1974, there was a 6%
increase in accounts, bringing the
total to 201,000. Projections for
1975 based on first quarter re-

RBH Will Shape UpYour
Marine Insurance Program

At Sea" intaglio in color by Sergio Gonza ez To ne o © 1966

"Do we need

warehouse insurance

in Bangkok?"

"Is All Risk-

Warehouse to

Warehouse coverage

the same in Italy

as Indiana?"

"What's General

Average? How do

we get release of
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Specialists in marine insurance at Ro ins Burdick Hunter

constantly answer these and hundreds of other questions.

For over 75 years RBH has served c ients engaged in world trade.

Today, our multinational network of offices, eading
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correspondents on all continents, and access to world insurance
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coverages at highly competitive rates.

RBH insurance specialists can serve you on your risk problems
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Headquarters:

10 South Riverside Plaza,

Chicago, lllinois 60606
(312) 454-1400

sults point to 12% account in-
crease, or 227,000 by year-end.

On a dollar-volume basis; Afco
gives the following breakdown of
its premium financed accounts;
1973, $361 million; 1974, $366 mil-
lion, for a 3% increase; and 1975
(projected), $456 million, for a
25% increase.

Alco, AMGRO and the banks
that are into premium financing
say there is increased interest by
insurance buyers in premium fin-
ancing mainly because of the ad-
vantage financing offers for cash
flow usage.

Afco's Mr. Holland claims that
on a $100,000 premium, if the
insured prepays the entire amount
to the insurance company, he will
lose the use of the money, result-
ing in a loss of some $10,450 dur-
ing the course of a year. Mr. Hol-
land says the same premium,
financed, would carry interest
charges of $4,820, for a net saving
to the insured of some $5,630.

OF COURSE HIS estimates
hinge on an assumed rate of return
on that $100,000 of more than
10%.

The premium financiers them-
selves depend largely on the com-
mercial paper market as a source
of capital. AMGRO's treasurer
Frank Baril, explained:

"We borrow money on a short-
term basis through the commercial
paper market, and then we loan it
out on insurance policies of up to
three years. One of the risks of this
business for us is that you don't
really know what your cost will
be over a three-year period.

"You can do a lot better if you're
financing over an eight or nine
month period rather than for three
years, because you know pretty
much what the money market will
be doing from one month to the
next.”

Some insurance managers pre-
fer to get direct financing deals
from underwriters rather than re-
sorting to a financing company for
premium loans.

Some underwriters offer "cash
flow plans” which may provide
funding of predictable losses with
excess insurance plus risk man-
agement services, for instance.

One popular format is offered
by the Factory Insurance Assn.
The corporate insured takes out a
three-year policy, but pays the
premium in annual installments
plus an interest rate. RCA Corp.
is known to favor this arrange-
ment and pays FIA 5 % on a pro-
gram it renewed in July.

For the most part, risk man-
agers who will discuss premium
financing at all do so reluctantly.
One insurance manager of a large
food concern rnade vague refer-
ences to a "comprehensive" study
the department did on premium
financing. However, he remarked
that the money crunch was not at
the heart of the study.

Other risk managers merely
shrug off the possibility that their
companies might find premium
financing a viable management
technique. "What, us? We're too
big to be getting into something
like that," was a common and in-
dignant response from risk man-
agers surveyed by this magazine.

AFCO SAID IT has handled
corporate accounts with insurance
premiums of up to $4 million, so
apparently size is not the snag.

The snag it would seem, is
old-f ashioned embarassment.
AMGRO treasurer Frank Baril
put it this way:

"We have some corporate in-
sureds who are very, very secre-
tive about going to finance their
premiums. The old-timers especi-
ally don't like the stigma they feel
is attached to it.

"We get frequent requests to
send them their mail on a con-
fidential basis, so that even people
in their own companies don't know
what they're up to." -



1 11-1L 1

. -ae -

«.ik.::31..

For insurance problems on land, intheair, oronthe sea.

Call inthe MOAC specialists. Spe-
cialists who can solve a multitude
of marine insurance problems any-
where you happen to be.

Because MOAC offers knowl-

edgeable service from 51 offices in
the U.S. and Canada.

What's more, each branch office
has the authority to handle most
problems on its own-without the
need for time-consuming out-of-
town approvals.

We cover a wide variety of risks-

Callinthe Marines.

from boilers on barges to tractors
on trains to machinery in mines-
through a unique underwriting ser-

vice that offers a comprehensive
selection of commercial inland and

wet marine coverages.

And MOAC policies can also be
carefully hand-crafted to match the
special characteristics of any risk,
or any kind of account.

We Know our business.
And we want yours.

MOAChasgrowntobetheworid's
largest commmercial marine insur-
ance company.

\ did it with hard work. We did
jt by proving we know our business.

So when you need an underwriter
with specialized know-how, call in
the experts. Call in the Marines.

For a complete list of our offices,
and an interesting report on our
operations, write James | Kelley,
executive vice president, MOAC, 80
Ma iden Lane, NewYork, N. Y. 10038.
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Texas: Wrestlin' with the big oil industry risks

By MARGARET LEROUX

HOUSTON-After last year's
oil shortage and problems in the
Middle East heightened in the
black gold-and boosted prices as
well-the oil-rich heartlands of
Texas are reaping the benefits of
a major exploration boom.

The race to find, market and
profit from The Big "O" in this
state is spawning new oil-related
insurance businesses, as well as
risk management and loss pre-
vention servicers hoping to cap-
italize on a good thing.

Unlike the rest of the nation
Dallas and Houston have no un-
employment problems. Further-
more; oil-related employers seem
to have no trouble absorbing
workers native to Texas labor

market as well as a continous

stream of people from around the

country migrating to the Lone
Star State.

Nationwide, uU.s. companies
spent come $24 billion last year
for oil drilling ond oil-related
business. Texans are convinced
that oil-related insurance and risk
management generates annually
at least several billions of dollars

worth of business.

RIMS/Dallas

The mammoth market for oil-
risk insurance stems from the
enormous values involved-off-
shore rigs worth $40 million right
now, and rigs being built that
will be worth $75 million and
more-while the huge and grow-
ing market for oil-connected risk
management and loss control ser-
vices is spurred by traditionally

high retentions, often ranging up
to $5 million and $10 million on
one exposure.

As a spokesman for a large oil
company observed to Business In-
surance during interviews around
the state: "lts about time the price
of cude roil began to reflect the
risks involved in drilling for it."

Those risks require some sophis-
ticated management, and this
magazine found bevies of special-
istts around the state working
with oil exploration, oil retailing,
oil shipping and transport, and
oil engineering-construction firms
to manage insurance and risks.

he American Petroleum Insti-
tute estimated that 90 % of ex-
ploratory wells drilled offshore
fail to find commercially useful
deposits of oil and each of these
wells costs $3 million or more.

Since the costs involved are so

high, usually more than one com-
pany is involved in a given off-
shore drilling operation. In or-
ganizing such a venture, the com-
pany with the most at stake is
the owner or operator and the
other companies involved are
known as j oint venturers.

The operator acts for the joint
venturers and the results of the
operation, both assets and liabil-
ities, the shared in proportion to
the interest each member has in
the total venture.

"In other words, the liabilities
are the same, but the costs differ,”

one broker stated.

THE MAJOR exposures in-
volved in offshore exploration ac-
cording to another leading oil in-
dustry source are: cost of well
control, pollution and damage to
underground resources.

RISK AND FINANCIAL MANAGERS:

Of the many fine references available to the risk or financial manager, one in particular offers a
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"Basically adequate coverage is
available in all three areas," Rus-
sel Sammis, senior vp with Marsh
& McLennan, Houston said.

"Though the potential for losses
from damage to underground re-
sources is catastrophic, the act-
ual losses so far have been zero,"”
he added.

The market for cost-of-well con-
trol insurance has developed in
the last three years, according to
Mr. Sammis. "Before that, there
was no American market and the
limit of coverage available in Lon-
don was $3 million," he noted.

Today the American Interna-
tional Group (AIG) and All-
American Marine Slip compete
with London, and the available
limit has jumped to $30 million
or more.

Insurance Co. of North Amer-
ica (INA) is a newcomer to the
offshore drilling market. Through
an exclusive arrangement with the
J.H. Blades Co. in Houston, INA
writes property, physical damage
and control-of-well coverage for
offshore drilling rigs up to $20

million.

DEDUCTIBLES and limits are
scaled to financial interest in the
well, with $250,000 a common re-
tention. Coverage for damage to

underground carries

resources
with it deductibles ranging from
$5,000 to $10,000 under a cost-plus
rating plan.

Cost-of-well control coverage is
often written in conjunction with
pollution coverage, Mr. Sammis
explained. One such policy covers
the following costs: Control of a
blowout well explosion; exting-
uishing an oil or gas fire; debris
removal; damage to property or
bodily injury in connection with
seepage, pollution or contamina-
tion; containment, disposal or re-
moval of. polluting substances, and
damage to or destruction of prop-
erty by an insured peril.

OIL Ltd., the Bermuda-based
petroleum industry pool also pro-
vides control-of-well and pollu-
tion damage coverage for its 35
members to a limit of $75 million
each. Operators assume a deduc-
tible of $1 million with deducti-
bles for joint ventures scaled to
their financial interests in the
wells.

The existence of OIL Ltd. has
had a definite impact on the in-
surance market, oil industry risk
managers and brokers agreed.
"OIL has, in effect; removed a
large portion of the companies
from the market,” Mr. Sammis

stated.

"OIL made the biggest dent in

the market in a long time,” an
oil and gas company risk rnana-
ger observed.

VWhether OIlL's effect will be
permanent, remains a subj ect for
conjecture. One industry source
claims: "Actuarially, OIL isn't
sound. There's a real problem in
whether or not it could handle a

disaster.”

HOWEVER, the risk manager
for a Houston-based oil and gas
company noted, "OIL suits our
purpose just fine.”

INn addition to OIL, most of the
major petroleum suppliers have
captive insurance subsidiaries
handling portions of thei risks.

Exxon's subsidiary, Petroleum
Casualty Co., handles the com-
pany's workers’ compensation,
Gulf Oil Corp. operates a captive
to handle international property
risks, as do Tenneco and Contin-
ental Oil Co.

How the .major oil companies
handle their offshore risks de-
pends on management's philoso-
phy, risk and insurance mana-

Continued on page 38
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A Veritable Supermarket of Services
GAB's new "Custom-Tailored Services for the Self-Insurer" describes in concise

detail our unique appraisal, inspection, investigation and settlement capabilities in
these vital areas:

O Workmen's Compensation O Auto Fleet Property and Liability O General
Liability O Products Liability O Property, Catastrophe and Recovery

» Transportation and Ocean Marine O Accident and Health, Life and Disability
- Safety Engineering and Loss Control

Howwedoit
Equally important, it explains how we do it. Locally, nationally, internationally.

How we handle accounts. How we custom-tailor procedures, forms and routines
to match precise requirements... even create a new service for you if necessary. How
we help in such areas as safety engineering and OSHA compliance and how our

computerized management reporting system keeps you on top of all types of
risks and losses.

At home and abroad

We operate from over 600 offices countrywide, in Canada, and overseas. Covering
every square mile of the U.S., and senAng industrial, corporate and commercial
self-insurers -large or small- on a local, regional, national or international basis.

For self-insurers requiring overseas services, GAB Bermuda, Ltd. furnishes the
same capabilities in Canada, Bermuda, the Bahamas, the Caribbean, London, Brussels
and the Near East. GAB Bermuda also acts to serve self-insurers' captive insurance

companies.
GAB, working with agents or brokers, delivers the most comprehensive

personalized service available today. If you don't already know about us, you should.
To order additional copies, use this coupon.

I. R. Gray, General Adjustment Bureau, Inc.

123 William Street, New York, NY. 10038 G A B 1

Gentlemen: Please send me El additional copies of

your new booklet "Custom-Tailored Services for the Fast, friendly,
Self-Insurer.” face to face service.

NAME

TITILF. COMPANY

ADDRESS 1

CITY STATE ZIP
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Continued from page 34

gers for those companies agreed.
"Some companies buy insurance
from the first dollar, but most
carry a big retention, especially
on property damage," a spokeman
for one of the major oil corpora-
tions cornnnented.

The retention varies according
to the risk, another oil company
risk manager noted, "It varies)
from as little as $10,000 to amounts
in the milions.”

"IT USED TO BE we'd insure
everything in sight,"” yet another
oil and gas company risk manager
said. "Now there's a lot more em-
phasis on risk management.”

One company whose risk man-
agement techniques have devel-
oped with its involvement in off-
shore drilling is Superior Oil Co.
Based in Houston, Superior was
the first company to drill offshore

in the Gulf of Mexico, according
to insurance manager K.D. Eng-
lish. "Back in 1938 we were drill-
ing off the coast of Louisiana" he
noted.

The company, which reported
operating revenues of $332,651,-
000 (In 1974 the company con-
solidated its Canadian subsidiary)
in 1974, has always had a strong
handle on losses for its Gulf oper-
ations, Mr. English said.

SUPERIOR HASN'T experi-
enced a loss in the Gulf since 1957.
"We have good records and a
good loss history and can deter-
mine where the losses that do
happen are most likely to occur,”
the insurance manager explained.

Consequently, the company as-
sumes a $250,000 deductible for
its offshore operations. Superior
is a member of OIL Ltd. and has a
$20 million primary limit CGL
policy with the Highlands Insur-
ance Co. The company also op-
erates a captive in Bermuda -

Safety and benefits combine for
good loss prevention at Penrod

By MARGARET LeROUX

DALLAS-A combination of
safety and unusual employe ben-
efits programs has resulted in
successful loss prevention at Pen-
rod Drilling Co., a major con-
tractor for offshore oil drilling.

The company, a subsidiary of
Hunt Oil Co., operates 35 drilling
rigs worldwide and has lost only
two rigs since the company be-
came involved in offshore drilling
in the 19505.

The offshore drilling. industry
has not been noted for its employe
benefits programs, Bob Thomas,
Penrod's insurance manager said
in an interview.

"Some don't even have major

medical programs,” he noted.

EXECUTIVE
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retirement, termination

for one or more of

¥our top people on a
semi-qualified,basis.
We've done this for public and private corporations through
some of New York's leading benefit Brokers/Consultants;
we can do it for you. Call: Bud Teare C.L.U.
John McNamara C.L.U., Scott Taylor C.L.U.
(212) 564-8130
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Penrod offers its 1,800 employes
a major medical and dental group
policy on a 60/40 employer/em-
ploye contribution rate. The pol-
icy is underwritten by Lone Star

Life and Lincoln National Life

insurance companies.

PENROD RECENTLY negotiat-
ed a new group accident policy to
cover 400-500 field and office
workers which for the first time
includes drillers as well as tool
pushers.

Tool pushers are the supervisors
on drilling rigs; drillers are the
crew members involved in the ac-
tual drilling.

"Until this year drillers weren't
included in the accident. policy be-

cause the rates for them were so

Jf zE /»Orrii-In

cB
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H. Malcolm Teare

Agency, Inc.

500 FIFTHAVENUE, NEW YORK, NY. 10036-(212) 564-8130

General Agent for Continental Assurance Company

high,” Mr. Thomas explained.
"But they have the same exposure
as the tool pusher; the only differ-
ence drillers are paid by the hour
and tool pushers are salaried.”

Penrod changed underwriters
from American Home Assurance
Co. through Quebus & Bouquim
brokerage firm in Lafayette, La.
to Bankers Life through Johnson
& Higgins.

"This was one of the few in-
stances we've changed carriers,"”
Mr. Thomas noted, "but Ameri-
can Home informed us our rates
were going to be increased even
though we had experienced no
losses; the increase was based on
the industry's losses."

Though he prefers the domestic
market for group policies, ("I'd
rather stay domestic for the claims
service") Mr. Thomas sought
quotes from the London market
in negotiating the new policy.

"SURPRISINGLY  there was
only about three cents per $1,000
in coverage difference between
the London and domestic mar-
kets," the insurance manager said
of the quotes he received.

American Home quoted $1.30
per $1,000 coverage for field
workers with an additional 72
cents per $1,000 coverage for
spouses; Banker's Life quoted
$1.35 per $1,000 for field workers
and additional 74 cents for spouses
and London quoted $1.50 per
$1,000 coverage for field'workers,
90 cents per $1,000 coverage addi-
tional for spouses.

For office workers American
Home quoted 85 cents per $1,000
coverage and an additional 80
cents per $1,000 for spouses;
Bankers Life quoted 76 cents per
$1,000 for office workers and 74
cents per $1,000 for spouses and
the London quote was 72 cents
per $1,000 for office workers and
the same amount for spouses.

What sold him on the domestic
policy, Mr. Thomas noted, was
the better claims handling ability
of a domestic carrier.

Penrod boasts of another first
in employe benefits in the off-
shore drilling industry: an income
protection plan for the hourly paid
domestic drilling crew.

For a premium of approximate-
ly $16 per month, employes are
guaranteed an income ranging
frorn $400-$500 per rnonth for one
year following an accident or dur-
ing sickness.

Though the plan, underwritten
by Tennessee Life Insurance Co.,
is strictly voluntary with no con-
tribution by the company, it's
been enthusiastically received-
94 % participation-by the em-
ployes.

THERE'S BEEN a better re-
sponse to this plan than there was
to the last wage increase,” Mr.
Thomas noted.

"From our point of view," he
continued, "it will help control
the workers' compensation ratio
and will make it easier to settle
comp claims."

In the three years he's been
insurance manager at Penrod, Mr.
Thomas has effected closer man-
agement of the workers' compen-
sation program which is insured
with the Hartford.

He changed the limit on claims
settled from field offices to $1,800
from the previous $7,500 limit.
"l didn't feel we were getting
enough cooperation (in loss con-
trol) from our field personnel
with that limit," he noted.

The insurance manager also at-
tends all trials involving workers'

Continued on page 40
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Hallmarle we gave them
our warmest greetings.

We took six trailer truck loads of perfectly useful Hallmark
greeting cards and put a match to them. Hallmark couldn't
have been happier with the results.

In 1969, they came to Allendale with a unique problem.
In their plans to build a $200,000,000 distribution center, they
called for 60-foot high automated storage racks. The first of
their kind anywhere.

Could our loss prevention engineers devise a fire con- , *ao
trol system for this tremendous height? Would Allendale (C*
insure the finished product?

In short order our engineers had designed a custom
sprinkler system. And it was time to put it to the test.

Hallmark sponsored a full scale trial at the Factory
Mutual System's Fire Test Center. The model we con-
structed simulated their storage operation in every
detail, right down to the glistening greeting cards. U 44

After a few hot and anxious moments it was SH#hER
obviousthatourengineering hadpaidoff. With six 'it’nbs |4",11
sprinklers in operation the flames never reached the ceiling. /

At Allendale, we've been involved in projects like this for nearly 150 years. We've probably
engineered-out more potential disasters than any other property insurer. Because that's the
backbone of our loss prevention philosophy.

You see, we'd rather work at preventing disasters from happening than simply to pay off
losses when it's too late to do anything else.

If that kind of thinking makes sense to you, you might want to hear more of the Allendale
story. Write us. We'll get together. But we can't promise you as warm a greeting as we
gave Hallmark.

Allendale Mutual Insurance Company, Allendale Park, Johnston, Rhode Island 02919.

Allendale Insurance
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Penrod loss control

Continued from page 38
compensation, Jones Act and
Longshoremen and Harbor Work-
ers Act cases. "The company feels,
since it's our money involved, we
want to see those juries," he said.

Penrod has always stressed in-
ternal management of the safety
program, Mr. Thomas related.
"Management doesn't want to
rely entirely on the insurance car-
rier," he said, "because the carrier
doesn't have the technical exper-
tise in the drilling industry.”

A full time safety director and
two safety engineers, all taken
from the ranks of drilling crews
are in charge of the domestic loss
control program.

Safety personnel devised a
manual of safety regulations and
the tool pusher on every drilling
rig is responsible for enforcing
regulations.

T'he safety engineers inspect
each rig on a periodic basis, "on
the average, twice a month," Mr.
Thomas explained, "Our people
are on the offshore rigs so often,

we have few problems with the
Coast Guard.”

AIMS/Dallas

A safety incentive program of-
fers drilling crews a chance to get
free gear for cutting down on ac-
cidents.

For each 30-day period with no
lost time due to accidents, crews
are awarded certificates which
can be exchanged for equipment
such as work gloves, coveralls,
and boots.

Though he admits, "There's no
telling what the equipment bill is
for our safety award program,”

Mr. Thomas noted that manage-
ment "would rather make sure
our people have good equipment.
This in itself is a big factor in
accident prevention, he concluded.

Penrod's offshore drilling crew
members are also sent to training
schools offered by the Interna-
tional Assn. of Drilling Contract-
ors ( IADC).

Domestic safety programs re-
ceive the bulk of the attention
Mr. Thomas explained, mainly be-
cause the Gulf of Mexico is the
biggest risk area.

"We'11 have 10 accidents there
for every one elsewhere in the
world," he said, though the com-
pany has experienced only two
fatal accidents in the three years
the risk management program has
been in effect.

Overseas, Penrod relies on the
American International Under-
writers loss control services, to
monitor the company's "cream of
the crop" crews.

Our overseas crews are more ex-
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perienced, better paid, and have
better safety records," Mr. Thomas
said.

Overseas crews work on a 28
days on-28 days off basis with the
company picking up the tab for
air transport to and from the rig.
Domestic crews are on a seven

days on-seven days off schedule.

"OUR AIRLINE bill is some-
thing like $125,000 a month,” Mr.
Thomas related, but the amount
is less than the cost of relocating
crew members and their families
overseas, he added.

"Besides, in many of our drill-
ing locations, the medical assis-
tance available is poor; our work-
ers would rather come home for
treatment,” he said.

Penrod's insurance manager at-
tributes the company's good safety
record in part to its hiring process.
"We're really choosy," he noted
"Out of a whole basket of appli-
cations, we'll hire about five ap-
plicants.

Travel the highways, and the one name
you'll see on recreational vehicles -
time and time again -is Apache.
Apache is made by the Vesely Company
of Lapeer, Michigan, which produces
fully equipped vehicles that bring
camping comfort to thousands.
Through The Lapeer Agency, The

Home provides Vesely with just about
every insurance coverage a major

manufacturer needs, including Work-
men's Comp. and Commercial Excess
-even Truck Fleet to protect the com-
pany-owned rigs that deliver Apaches.

The Home is geared to providing
multi-coverage for every kind of com-
pany. And to it all, we add in-depth
technical services and fast claim service.

Want to know more? Call your broker
or look for your Home agent in the

Yellow Pages.
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"It's the companies who hire
just anyone who comes along that
have the terrible loss experience.”

Despite the extensive loss con-
trol program, Mr. Thomas ack-
nowledges, "we're living on bor-
rowed time. We're pitting our
safety program against the un-
known factor-and we're cocky
enough to think that we'll win. -

Good Ist year
dividend for

oil reciprocal

DALLAS-The first reciprocal
insurance company in the oil and
gas industry, whose members in-
clude independent offshore drill-
ing contractors in Texas reported
a 11.6 % dividend after its first
year of operation.

United General Insurance Ex-
change reported a combined loss
and expense ratio of 73.1 % to its
75 oil well service contractor
members as well as a 24.9% un-
derwriting profit.

United General provides prop-
erty coverage for oil drilling rigs
with a limit of the replacement
value of the rig.

Mennbers assurne a $5,000 de-
ductible and the Exchange covers
amounts from $5,000-$25,000 and
reinsures everything over $25,000.

The company reported a 41.8%
loss ratio for the first year of op-
erations.

"We had 18 losses totaling $102,-
000 to the Exchange after reinsur-
ance," Kenneth Callaway, execu-
tive vp of the United General In-
surance Agency, managers of the
Exchange, said.

"The largest loss was $50,000,"
Mr. Callaway said, noting that the
average loss was between $10,-
000 and $11,000.

The reciprocal's member corn-
panies include: Globe Well Service
Inc., Jet Well Service, D.C. Well
Service Inc., Spartan Well Ser-

vice, Bighorn Well Servicing Co.
and Hoffman Oil Well Service Co.

$5 million
policy covers
export sales

RYE, N.Y.-American Avitron
INnc., an aircraft and aerospace
equipment and service parts dis-
tributor here, bought a $5 million
master policy with the Foreign
Credit Insurance Assn., covering
its export sales.

Fred Monsell, Avitron's senior
vp, negotiated terms of the policy.
No broker was involved in the
transaction. Mr. Monsell told Busi-
ness Insurance the policy was for
one year and would be renewable
on an annual basis.

"The policy is pretty open, and
it covers us against the possibility
of any foreign country we deal
with taking over our business,"”
Mr. Monsell said.

"It's a good way for us to cover
our receivables, and it's also a
good marketing tool because it
cuts back on our risk factors. As
you might imagine, we've been
concerned about Italy.'

Total sales for Avitron amounted
to $30 miillion for fiscal 1974, and
some 85 % of those sales were
made to foreign buyers. The com-
pany plans heavier penetration in
export markets. The FCIA policy
it bought covers losses that result
when foreign buyers fail to pay
for their purchases, either due to
commercial or political circum-
stances like insolvency or war.

Avitron and FCIA would not

reveal the premium level i
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Recessionary ills boost benefit bills;
workers feel trapped by economy

By RICHARD L. GORDON

FLINT, MI- bhavibh &ft aotay

workers in this G eneral Motors-
dominated town feel "trapped"” by
the recession, a psychiatric social
worker said this month.

Employe benefits managers at
recession-battered corporations are
in much the same boat-watching
what appear to be more health in-
surance claims, and higher costs,
roll in through the door.

Another observation from the
social worker spells out part of the
problem. "It's not so bad as long
as supplemental unemployment
benefits (SUB) and fringe bene-
fits are available to them, but
there's a lot of fear

about what

will happen when benefits run

out,"” the social worker said.

That fear is contributing to
be a small wave of
benefits claims increases as work-
ers seek treatment for "recession-
ary" ailments-illnesses like hern-
ias, ulcers, hemorrhoids-before

the health insurance and sickness

and accident benefits disappear.

THESE ARE the types of ill-
nesses where treatment might be
deferred in better economic times,
when workers are working.

"There is an indication that our
experience is up," said Victor
Zink, General Motors' employe
benefits manager. "But do we
know why?"

Part of it may be unfolding in
Flint, where unemployment hit

The American Boss

19.6% in February, double the
national rate.

"We always get an increase
during layoff times,” Mr. Zink
said. "It's very difficult to deter-
mine what's legitimate and what

isn't. Sometimes the economic

pressures produce a kind of sick-
ness.”

Part of the ebb and flow of
claims in the auto business can be
explained in economic terms.

GM employes with one year or
more service qualify for SUB
benefits. These payments, with
employment compensation, pro-
vide about 90 % of normal pay,
while the SUB fund lasts.

Having a recessionary illness

while on the SUB rolls can act-

uallly cost an employe money.

More than thePresident of a small business. Often the Treasurer,
the Personnel Manager, theHeadBuyer, theMarketing &Sales
Manager, and the VicePresident in Charge of Benefits. Bytaking
good care of him andhis employees, wegive The American Boss
one less thing toworryabout.

If anyof hispeoplegethurt on the job and can't work, wdll
pay them all the benefits they're entitled to.

If they need rehabilitation,we'11 takecare of it

And we'll workclosely with The American Boss tosetupa
good plan, so when his people areready for thegood life, they'll

have anincome.

We're AmericanMutual.

Thepeople who help keep America's working force safe,

and sound.

merican

|tual IWewant fokeepyousare, and sound.

WAKEFIELD. MASS. 01880

Sickness and accident benefits
provide only 75% to 80% of pay,
and there is also the deductible
under the health insurance to be

paid.

"BUT, OUR United Auto Work-
ers SUB plan probably won't have
much money after April, and
we're going to have a severe drop
in benefits at that point,” Mr.
Zink said.

Once that happens, he explain-
ed, the economic differential will
favor a laid off worker having
surgery, and picking up his sick-
ness and accident benefit check,
while still covered by company
health insurance.

By summer, GM will have a
new wave of employes in this
situation. They will be laid off
for the traditional model change-
over period, will have health in-
surance, but no SUB benefit in-
centive to stay out of the hospital.

"We don't know what will hap-
pen,” Mr. Zink said, "but we'11

be keeping a close look. Now the
employe will get that hernia
fixed. He will get more money
from sickness and accident bene-
fits than from unemployment
compensation alone.”

Akron-based B.F. Goodrich Co.
is another corporation caught up
in the auto industry's recession
troubles.

More claims and more costs are
expected because of the recession,
said John Hohl, supervisor of
group benefits.

"THE MAIN reason is that
employes who are actively at
work will put off going into the
hospital,"” he said. But it's still "a
little difficult to tell if we're into
a substantial increase in claims.”

Goodrich's self-insured sickness
and accident plan offers $95 a
week to totally disabled employes
who file claims anytime within
90 days of lay off. The company
expands health insurance benefits
for the same period.

"We wouldn't initially scrutin-
ize these too closely because all
our payments are based on certi-
fication by a doctor," he said.

Other symptoms of the impres-
sion are increased numbers of calls
by employes asking about cover-
age of office visits to doctors.

"Or, can | turn in a claim for
an X-ray | had last July and still
get my $15 '™ Mr. Hohl said.

"They're ordinary calls,” he ex-
plained. "We're just getting more
of them.”

Those troubles aren't over for
Goodrich. The company is laying
off 2,875 employes for two weeks
in partial shut down of three tire
plants.

THE OTHER horn of the dilem-
na facing benefits men in this
recession year is inflation. While
current inflation rates seem to be
slowing, last year's big cost jumps
for medical care are still moving
their way through the insurance
industry and are now appearing as
big rate increase requests.

"l can recall only a few rate in-
creases of more than 20% last
year," said Richard Burns, senior
consultant for Corporate Policy-
holders Counsel, Chicago-based
risk management consultants.

"This year | can recall only a
few under 20%," he said.

"And | know of no one who has
reduced plans in the employe
benefit area,” he adds. "It's al-
most impossible to do, and the
economy's been going up and up
and nobody's been thinking about
it

GM's Mr. Zink said Michigan
Blue Cross-Blue Shield is seeking
a rate increase of between 30 %
and 35 %. About half of GM's em-
ployes are in Michigan.

The size of the current request
is due in some part to earlier rate
boost requests that were refused,
he explained. And state insurance
officials this year still probably
won't grant that large a jump.

The full amount would mean
another $100 million or so in
health insurance costs to GM, he
said. Even a 10% jump would aid
around $30 million to costs.

"NO MATTER how it comes
out, it's going to cost us a sub-
stantial amount of money when we
can least afford it," he said.

Is there any way to pinch pen-
nies? Maybe, says Mr. Burns, the
consultant.

"At least an employer can pro-
tect himself from the very big
claims by going into a pooling, or
medical forgiveness arrangement,”
he said.

The insurance carrier would
forgive individual claims in ex-
cess of specific dollar amounts.
The price for that, he said, is
about 5 % of premium.

"And it's currently a bargain,”
| W —2 = c Al cld e <<a _ -
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sinlple solution toour
cash flow pmblems.,,

13% loan against receivables. Prime rate not factored
Cash on hand cycles are obvious only when plotted
in relation to unpaid bill; more *an 2 years old
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We won't claim there's a simple solution
to all business cash flow problems.
But...Northwestern National Life has
developed a number of unique
insurance plans designed to eliminate
the age-old dilemma of over-collecti, tg
premiums. then returning them at the
end of the risk period. We call them

OEZVA

our -Cash Flow Concepts:"

Experience Rated Life Plan
Retrospective Premium Plan
Minimum Premium Plan

Administrative Services Only Plan

Elac Al »4.
CONS)40>KTIC#-

Stop-Loss Insurance Plan
with Se/Hnsurance

\ Securities in Lieu of Reerre Plan

Extended Grace Period Plan

Northwestern National Life offers
2 all these cash flow plans in countless

combinations and variations. And,

<more im _ortantlxﬂ. we offer a &ood deal

of experience implementing them.
So you get the maximum dollar impact
on cash flow. Managing cash flow

, can get complicated. And thats where

we can be of real help. Just write

f or call:
73~

M.rer irn- of prort, in a de, inin" f."el.

**
r-.

SM# 1

OTHER

OTHER

Al Benson
Northwestern National Life

Insurance Company
Box 20

Minneapolis, MN 55440
(612) 372-5350
NORTHWESTERN NATIONAL

LIFE INSURANCE COMPANY

HOMEOFFICE - MINNEAPOLIS. MINNESOTA

lu *'rite z.11,1 w e li se,1,1 0,)u .i fill 1-c,10 r 1 20" 1,5 23"5 Cash Flow Chartl
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Emphasis on self-insurance, higher deductibles, more bids

Risk managers heed recession but don't panic

By ELISABETH M. WECHSLER and
JOANNE GAMLIN

CHICAGO-What do risk man-
agers do when their bosses tell
them to shave costs and improve
internal cash flow?

Nine risk managers contacted by
Business Insurance responded with
a broad range of suggestions that
include cutting personnel, turning
to self-insurance, increasing de-
ductibles, breaking out or aggreg-
ating coverage and inviting more
carriers to bid on their policies.

And though the risk managers
contacted had plenty of advice,
most said they weren't changing
their own approaches solely as a
result of the recession.

The insurance manager for a

West Coast petroleum company,
who insisted on anonymity, said his
insurance program has always
been aimed at maximum utiliza-
tion of cash.

"We always follow programs de-
signed to enhance cash flow," he
raid, adding that he has not been
asked yet to shave costs.

"For example, in the construe-
tion aspect of our business, we nor-
mally pay on a progress basis rath-
er than acceding to underwriters’
demands to give them a substantial
sum up-front. On construction prc-
jects we don't complete the pay-
ment of our premiums until we
have a value at risk.”

When his corporation does put
an up-front deposit, he said it pays
that sum in the form of monthly

'4.-4»1&,8

payments and not as a single lump
Retro plans, similarly, are used

for employer's liability and work-

er's compensation, he continued.

THE CORPORATE risk man-
ager for a large conglomerate
with truck manufacturing inter-
ests launched a program January
1st to increase cash flow that, he
said, was only coincident with the
current economic squeeze. The pro-
gram had been "under evaluation
for three years.”

This risk manager, who also re-
quested anonymity, explained that
the company switched brokers last
year and asked its underwriters to
make January 1 the "effective re-
newal date for policies-mostly ex-

dt. =:lts,- 4"’ .d**flk
.,143...50 -fS€..":7
:1.Sly?-.» ,:R-:2

cess layers-that were set to expire
in 1974. With a pro-rata extension
of these policies, we were able to
bargain and negotiate every single
placement,” he said. The result wa:
a "substantial reduction in 1975
premiums."”

He emphasized that while brok-
ers were changed for this new di-
rection in his domestic insuramce
program, the underwriters remain
the same and agreed to a premium
reduction in the excess rates.

"My underwriters concluded
they could make money with
lowered premiums," he said. "It
was obvious to them that we were
paying too much for certain cov-
ers”

The risk manager explained that
negotiating centralized placements

Free booklet explains how Prudentials PruDental Plan
makes dental insurance available to you at a sensible cost.

feasibETro.u D < nta I

r your company to offer your

employees dental insurance ip-toda
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rate increases in the future.

PruDental offers your employees
financial incentives for re%ular der%al
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orrmation .
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was one reason he was able to ar-
range such a favorable arrange-
ment when underwriters them-
selves needed a stronger cash flow
and were charging higher premi-

Until January, he said, his com-
pany's various. subsidiaries had
placed their own policies. "By
making our placements on a cen-
tralized basis, we gained a lot of
new muscle," he noted.

But that wasn't all. The risk
manager said that as of January 1,
his workers' compensation pro-
gram became self-insured in eight
states that contain 85 % of his cor-

poration's payroll.

AT THE SAME TIME, self-in-
surance was adopted for general
and auto liability in all 50 states.

The cash conserving thrust of his
revamped insurance program
couldn't have been a better fit for
current economic conditions but he
passed it off as "just pure good
fortune and good timing."

Ralph F. White, manager of
property and liability coverage at
Caterpillar Tractor Co. in Peoria,
Il., says he hasn't done anything in
particular to cut costs lately ex-
cept to continue raising deductible
levels which was started several
years ago.

Deductibles for property (in-
cluding business interruption) at
Caterpillar were raised seven years
ago and are now "substantial,” Mr.
White said. He would not specify
the amount of the deductible but
said he thinks only chemical or oil
companies have larger property
deductibles.

Product liability and auto cover-
age deductibles were raised begin-
ning four years ago and they too
are pegged at what Mr. White de-
scribed as "substantial” levels.

The money conserved from pre-
mium payments was "cranked into
fire protection and security,"” Mr.
White explained. "It's enabled bet-
ter loss experience and also has
allowed for continuity of opera-
tions," which he emphasized was
particularly important to top man-
agement.

Cash flow techniques at Cater-
pillar's insurance department in-
clude assisting in budget prepara-
tion in September or October for
the coming year and planning ex-
penditures for a five-year period,
Mr. White said, "We put together
the best information provided by
our group on the costs of insurance

for all facilities throughout the
u.s.”

"WE THINK the best way to
save money is to increase self-in-
surance. It gives us the use of the
money and better control over the
claims," said Harold L. Flax, di-
rector of risk management for
Ryder Truck Lines Inc. and its sis-
ter company, Pacific Intermoun-
tain Express Co. (PIE). Both com-
panies are subsidiaries of IU Inter-
national Corp.

Mr. Flax said he increased the
companies’' liability deductible
from $100,000 to $250,000 in 1972
but added he didn't think there
would be a dollar saving to in-
crease it further. "We've got to be
able to show a potential saving by
changing it," he said, adding that
the reserve "should not be funded
but accrued.”

Ryder's and PIE's fire coverage
deductible presently is $25,000 and
Mr. Flax said he is thinking of in-
creasing it. One drawback is that
a number of corporate locations are
valued at under $100,000 and a
higher deductible "might not be
advisable" for this reason.

Another item in the trend to-
ward self-insurance is the dental

Continued on page 46



Z-Kiss
Reason

Z-A's Extended Earnin*s
and Expense form

eliminates the
co-insurance or contribu-
tion clause, making

business interruption
insurance easier to

understand.

Business

Interruption
INsurance

enters

the age of

Nrn*eason.

This is how Z-A' s

Extended Earnings and
Expense form™ leaves the
realm of prophecy and
enters the age of reason:

Eliminates the
co-insurance or
contribution clause, with
its requirements for
difficult, if not impossible,
predictions on what your

business activity will
be at some future date.

Provides blanket
protection with one
coverage amount for both
gross earnings and extra
expense for all named

locations. No need to
predict precisely which
type of coverage you may
require.

Allows an extended
31-day indemnity period
for that crucial time after
the property of your
business has been restored
but before the earnings
of your business are back
to normal.

Encourages creative
underwriting with such
options as: a growth-guard
feature that automatically
helps to keep the amount
of coverage current; an
extension beyond the
31-day indemnity period;

and deductibles that assist

ZURICH-AMERICAN INSURANCE COMPANIES

Zurich Insurance Company

American Guarantee and Liability Insurance Company

Z-lk REASON WHY

Zurich-American Insurance Companies
Communications Department/111 West Jackson Boulevard/Chicago, lllinois 60604

I would like to know more

about Z-As new approach
to business interruption

insurance. Please send me

a copy of your brochure

"Business Interruption Insur-

ance enters the age of
reason: Z-A' s Reason Why."

NAME

FIRM

ADDRESS

CITY STATE

you in tailoring coverage
to fit your business needs.

How about cost? Check
with a Z-A representative..
We think you' 11 find it' s
reasonable.

It stands to reason that
you'll want, and need, to
know more about Z-As
new approach to business

interruption insurance. So
send for our brochure

"Business Interruption Insur-

ance enters the age of

reason: Z-A's Reason Why."

*Available from Zurich Insurance
Company or American Guarantee
and Liability Insurance Company in
most states and pending in others.
Check with your Z-A representative
for local availability. (Not available
in Hawaii, Texas, Mississippi

or North Carolina.)

81-028-04b
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Heed recession...

Continued from page 44

benefit plan which includes in-
house claims processing. "We han-
dle everything for medical and
accidental now,"” Mr. Flax said.

Other recessionary techniques
suggested by Mr. Flax were trim-
ming excess personnel or shorten-
ing the work week, cutting out
fringes such as conventions and
asking more brokers to evaluate
their coverage.

"We think our program is the
most economical but maybe anoth-
er broker can offer a suggestion,”
Mr. Flax said. He warned, how-
ever, against the possible trade-off
between "temporary saving and
long term stability.”

The director of insurance for a
Midwest railroad invited more than
its usual one or two principal
brokers to make a survey of the
corporation' coverage by May 1st

to "see if they have any new ideas
to help cut costs." The insurance
manager, who requested anony-
mity, emphasized that his compa-
ny "wants to save all the money
it can.™

RIMS/Dallas

Juggling priorities was men-
tioned by Martin R. Flink Jr.,
risk manager for Standard Oil of
Indiana, as an inevitable dilemma
of insurance management in reces-
sionary times.

"We normally stress loss preven-
tion and find some plants are only
operating at partial productivity
now. It's hard to get funds for that
( project) now,” Mr. Flink said.
"It's not that we leave them un-
protected but we can't move ahead
with fire protection improve-

ments," he said, adding that he
personally disagrees with the de-
eision. He emphasized that loss
prevention "should be the last area
to cut down on.”

Among Mr. Flink's other sugges-
tions were to cut back on personnel
or future projects and spend more
time on current problems. He also
suggested "increasing deductibles
in the areas of your best experi-
ence.”

"We haven't faced internal cash
flow problems,”" Mr. Flink said.
"Though the premiums sound like
a lot of dollars, they are a low per-
centage by any comparison for our
company. It's also a low figure be-
cause we're largely uninsured.”

The spokesman for another oil
company said that like many of its
competitors, "the economic situa-
tion has had no impact on the cor-
poration as yet."

"Changes have been made only
in two areas as a result of the re-
cession," he said. The excess layers
of the liability policy were shifted

from a base adjusted to gross rev-
enues to one tied to the firm's pay-
roll and insurable values of the
firm's marine fleet were increased
to 25%, he said.

"Originally it was thought
equitable to relate our premiums
on our excess liability coverage to
our gross revenues because they
were anticipated to increase in an
orderly manner," he said. "How-
ever, with last year's profit explo-
sion, that base came to be regard-
ed as unrealistic.”

THE INSURABLE value of his
company's marine tanker fleet was
increased primarily because of a
drastic increase in construction
costs. "We found that if we in-
sured a marine tanker for $10 mil-
lion and it was lost, we (would)
spend $15 million to replace it," he
said, noting his corporation has
decided for the moment not to pur-
chase any marine tankers. Instead,
he explained, it is entering into
time-charter agreements to ac-

AT $30,000 A CRACK
yOUR BUSINESS CAN'T

STANDIANY OFTHESE.

This one was about an inch long. In a
twenty foot length of heat exchanger
tubing. The 1cind of potential loss that's
rarely seen or thought about by most
risk managers and other executives
responsible for loss prevention and

OUT OF SIGHT, OUT OF MIND. Heat exchanger tubes in condensers,
chillers, generators, and absorbers are rarely thought of as possible sourcesof
costly accidents This section of 34"tubing, worth about a dollar a foot, ruptured
and caused $30,000 damage to a 500 ton hermetic-type chiller unit And that
doesn't include the cost of down time. Regular inspection by eddy current

analysis could have prevented the loss.

CALLUSBEIGREITIAPPEEIL
HARTFORD STEAIl BOILER
INSPECTION AND INSURANCE

asset conservation.

Our job is to help make you aware of
virtually all sources of potential equip-
ment failure in your plant. And to pre-

vent losses, or at least reduce the risk of

loss, through preventive diagnosis.

Insuring heating, cooling, power pro-
ducing equipment, and other machinery
is all we do. We're the most experienced
boiler and machinery insurance com-
pany in the business. We inspect for our

own protection, of course, but you
benefit too. Nobody wants an accident.
Call us. Before it's too late.

In Atlanta, call Pete Peterson; in
Baltimore,-Bill Finlay; in Boston, Jack
Flodin; in Chicago, Dave Carlson; in
Cincinnati, Fred Voges; in Cleveland,
Bill Stewart; in Denver, John Cline;
in Detroit, Russ Driscoll; in Hartford,
Jim Miiller; in Houston, Otto Postma;
in Los Angeles, Walt Durell; in
Minneapolis, John Arenz; in New
Orleans, Bob Greeson; in New York,
Jim Thompson; in Philadelphia, Bill

Let's talk

Home Office: 56Prospect Street, Hartford, Connecticut 06102

Mount; in Pittsburgh, Chuck Fry; in

St Louis, Bernie O'Connor; in San
Francisco, Jim Baas; in Seattle,
Charlie Marsh; in Syracuse, Dick Fish.

In Canada: The Boiler Inspection and Insurance Company of Canada; Head Office: Toronto

quire the use of such vessels.

He described the corporation's
cash flow as "solid" and noted that

the firm has the cash to meet
its self-insurance needs because
losses were under $1 million.

The risk manager at an aircraft
manufacturer, who also did not
wish to be quoted, said his compa-
ny's credit agreement with 24
banks prohibits him from altering
his insurance program in any
meaningful way.

"Self-insurance? Our property
is collateral for bank loans," he
said. "l think the banks like the
idea of possessing solid insurance
to protect these properties. | fear
they would take a dim view of
self-insurance.”

Spencer J. Traver, director of
risk management at B.F. Goodrich,
had several suggestions for reces-
sion-minded insurance managers.

"The first thing to shave are the
blanket property policies where de-
ductibles are set on the basis of
market conditions rather than on
true experience," Mr. Traver said.
"Insist upon a rate for individual
components such as the percentage
rate for fire or burglary” within
the blanket policy. "You can some-
times get a deductible cut for a
peril (your underwriters) are least
afraid of," he noted.

"CONSIDER ALL funding de-
vices which are viable for your
firm such as a captive insurance
company,” Mr. Traver said.

"You may find you can afford a
different deductible level because
the loss is more predictable," he
said.  "Combine more policies
among property coverage. Reduc-
ing the number to two or three can
give you bigger discounts.”

Mr. Traver advised small and
medium sized companies to con-
sider using consultants. "They
could take significant advantage of
(their) advice in this situation.”

"Look for those markets where
there's still competition," he said.
"Take a hard look at the financial
statements of companies where you
place coverage. Underwriters try
to stick it to you harder at renewal
if they're in trouble. Choose the
company which weathers the eco-
nomic storm best, because it shows
which have the most financial
ability. Most risk managers take
Bests' rating for granted as godli-
ness. But (carriers’) stock losses
are a different matter because
(their management) must cope
with this loss," he said.

"It really boils down to the fact
that you think you've got a good
insurance program,” Mr. Traver
said. "But conditions don't stay the
same. A monitoring system is
necessary so you can be sure the

merit of your decision still ex-
- -
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Pru continues

health cover

for jobless

NEVWARK, N.J.-Prudential
Insurance Co. announced it will
continue health coverage to unem-
ployed workers and their families
now covered by group contracts.

The carrier said it has contacted
the more than 90,000 employers
who have such contracts for their
employes. It will offer either reg-
ular individual major medical
policies to laid-off workers or will
encourage group policy holders to
continue health care benefits for
laid-off workers by "making the
normal contribution or by permit-
ting these former employes to pay
the entire premium cost."”

Prudential said it may permit
unemployed workers to convert to
a regular individual maj or med-
ical policy which would provide
broad health care coverage. -



GEIlI DIRECIORS & OFFICERS
LIABILIVVY INSURANCE.

And not just to protect yourself against stockholder
actions, either.

Today's company officials are sitting ducks
for all kinds of litigation - from all kinds of sources.

Third party liability actions, for example,
resulting from mergers-that-went-wrong. Or
damage claims arising from price-fixing charges.
Or from anti-trust suits.

Fact is, there's no end these days to the
variety of ways in which directors and officers may
be exposed to charges of permitting corporate
waste. Committing alleged acts of negligence. Or of
involvement in some allegedly "wrongful"act for
which they can be held personally liable.

That's one big reason why so many organi-

zations are turning to American Home and National
Union for D & O.

There are others.

Our basic attitude toward underwriting, for

then, frankly, we must examine it seriously and
carefully. But we wai examine it. We wiU apply all
of our long professional experience and expertise to
finding a way to accept your risk.

And, usually, we wi# find a way.

The same experience and expertise assure
you of other special advantages: For example.
they've enabled us to make our contract wording
broader. Our deductibles lowen And minimum
premiums less.

All this adds up to a lot of good reasons why

a lot of good organizations are turning to American
Home and National Union:

We underwrite more of this insurance for our
own account than any other U.S. company. We also
write it for many Fortune 500 firms carrying this
cover. Plus non-profit groups, family-owned
businesses, and wivate companies - more and
more of them each yean

instance: If your risk has been previously declined- This year maybeyou should check us

We welcome inquiries from any licensed agent or broker. You don't have to be a regular producer to place business with an AIG Company.

Nnamed to his present poslirlon m _—
1971. Known as "the pro's pro,”
Mr. McCahill is credited with

having the best possible knowl-

out. All it takes is sixty seconds-and the coupon
below.

AMERICAH HOME
1 ASSURACE CONMPAHY

HATIOHAL lllieal FIRE IHSURAII«E
COMPAHY OF PITSBURGH, PA.

1 Dept. 81045.102 Maiden Lane, New York, N.Y. 10005 1

Please send me more information about your
, Directors and Officers Liability Insurance.

1 Name 1

Title ‘
: Company

1 Arifirpsq

1 City State Zip

/' Member Companies of
FIL' / American International Group



48/business insurance, April 21, 1975

Excentional manaaertft -

50/business insurance, April 21, 1975

Exceptional managers ...

Continued from page 49
the entire airline industry in

terms of property/casualty and
benefits.

ROLLYN L.. STOREY: direc-

tor of risk management and real

estate, SCM Corp., New York.
Has a BBA, an MBA and a JD
from University of Michigan.
After joining Glidden Co. in 1951
in the accounting department,
moved to insurance department as
acting director of safety for Glid-

PRITCHARD & BAIRD, INC.

REINSURANCE

FACU LTATIVE AND TREATY

299 MADISON AVE., MORRISTOVWN, N.J. 07960

3550 WILSHIRE BLVD., LOS ANGELES, CA. 90010

who can be called one of the best

. . . he has to waqrk ery.hard . .

den-Durkee in 1963; promoted to
manager-insurance and safety in
1964, and became manager of in-
surance and safety for SCM when
the two firms merged in 1967.
Appointed to present position,
1974. Manages department of 11
people, property/casualty only.
Known for his notably well-
rounded background, and for un-
derstanding fire protection back-
ward and forward, with strong
negotiating and loss adjusting
skills. Known also as a self-insur-
ance and loss prevention innovator,
with good grasp of how to inte-
grate risk management methods.

STEFAN J. VALOVIC: direc-
tor of insurance, Kaiser Alumin-
um & Chemical Corp., Oakland,
Ca. Has a BS in fire protection
and safety engineering from II-
linois Institute of Technology,
and a law degree from John
Marshall Law School, Chicago.
Has been a fire protection engin-
eer for the Cook County inspec-

all the other peole in the organi-
zation are his eyes and ears."

tion bureau, joined Standard Oil
of California in 1961 as a fire
protection engineer, moved to the
insurance department of Standard
after three years. Joined Kaiser in
1966, named director of insurance
in 1969, responsible for world-
wide property/casualty risk man-
agement, with a department of
six people. Known for his analy-
tic ability, technical skills in de-
veloping workable alternatives
solutions before making decis-
ions. Also known for his knack
in running a highly centralized
department within a highly di-
versified company.

HOWARD T. WEBER: insur-
ance director with the finance
division of 3M Co., St. Paul, Mn.
Has a BBA from University of
Minnesota. Was assistant to the
treasurer for Economics Labora-
tory 1949 to 1957, also acting as
part-time insurance buyer after
1951. Joined 3M 1957 as manager
of insurance, and named insur-

THE PROFESSIONI1LS

Professionals like to deal with other pro-

fessionals.

If you'rea professionalin theemployee ben-
efit field, Crown Life's professional-oriented
pension and group products will give you
design capabilities for any size employer or

fund.

Our Deposit Administration contract with

its attractive guarantees and interest returns is
competitive in the United States, Canada, the
United Kingdom and the Caribbean. Our
pooled segregated funds may include equiities,
mortgages, bonds or short-termm money. For
the large fund we offer the separate segregated
fund. We can provide investment, actuarial
and administrative help.

We offer a small-group package down to
one employee in the United States-two in
Canada. For the larger group we can set up
retention, retrospective or cost-plus arrange-
ments, and tailor-made programs to include
cash-value life coverage, HI-Limit A.D. & D.,
short and long-term disability coverage,

major medical, dental, vision and extended
health care benefits.

We operate throughout the United States
(except New York) and in Canada, Great
Britain and the Caribbean. To find out what
we can do for you, telephone the professionals
at our 42 employee benefit group offices in
these areas, or write to us directly at 120 Bloor

Street East, Toronto, Ontario, Canada
MAa 188.

*CROVVN

LIFE INSURANCE COMPANY

ant,” said a risk management com-
puter expert, "is that even if they

ance director in 1970, responsible
for property/casualty and loss
control. Manages a 12-person de-
partment. Known for good ad-
ministrative sKkills, ability to del-
egate, being on top of 3M's ex-

posures.

VWOODY PARIS, WALT
WOODARD AND ROBERT
HOFF: corporate insurance man-
ager, assistant corporate insur-
ance manager and aviation insur-
ance administrator, respectively,
for Boeing Co., Seattle, Wa. Mr.
Paris has been with Boeing since
1939, and involved in the insur-
ance function since the mid-1940s.
He started as a timekeeper and
moved to general accounting, then
insurance. Mr. Woodard, a grad-
uate of the University of Wash-
ington in economics and business,
present position since 1967. Mr.
Hoff, who has a law degree, join-
ed the firm in 1969 and handles
contractual matters. "The Boeing
people make a unique team. Very
few industries have had the prob-
lems of the large aircraft manu-
facturers, and the fact these peo-
ple have weathered the storms so
well and are such a compatible
tearn says a lot for thenn as peo-

ple,” noted a leading insurance
e—c<<e<c—-w ati~re=e= _ [}

Hilton selects

James in first

casualty plan
account split

BEVERLY HILLS, CA.-Hilton
Hotels Corp. switched its property
and workers' compensation as well
as its liability policies, both pri-
mary and a portion of the excess
layers, from the Los Angeles office
of Marsh & MelLennan to the Los
Angeles office of Fred. S. Jan*s,
Business Insurance learned.

The move represents a substan-
tial change, said sources know-
ledgeable about the Hilton account
change, "because Hilton has dealt
exclusively with Marsh & McLen-
nan for more than 20 years."

At the same time, it is common
knowledge in the insurance in-
dustry here that Hilton is mostly
self-insured for workers' compen-
sation and primary liability.

The switch in brokerage firms
also produced a change in under-
writers. The primary liability pol-
icy, which had been underwritten
by CNA, was transferred at the
time of the brokerage change to
Allstate Insurance Co. Similarly,
workers' compensation was moved
from CNA to Allstate.

THE LAYERED property policy
has a limit in excess of $100 mil-
lion. It is now underwritten by a
group of carriers led by Aetna,
who also represent a change from
the lineup of underwriters in force
during the tenure of M&M.

Aetna is also the underwriter for
the piece of excess liability cover-
age now in the hands of James.

One r6ason why the primary li-
ability policy was moved to James
is that the hotel chain was known
to have been seeking a fixed-cost
liability program which James
was able to offer. Marsh & Mc-
Lennan apparently could not come
up with such a program and re-
portedly argued that, during an in-
creasingly tight liability insurance
market, it would not be prudent to
d6 so. Managers at Hilton declined
to comment on the changes.

At present, James and Marsh &
MelLennan stand about equal on a
net commission dollar basis, in-
surance industry observers said.
But in total dollars, the James
program is believed to be less
costly, they added. -



3M's ERISA reacfion
iIncludes liability cover

By SUSAN ALT

CHICAGO-*M Co. is taking a
number of steps to reduce its fi-
duciary liability exposures under
the federal pension reform law,
including the purchase of fiduc-
iary liability insurance coverage
as an endorsement to its compre-
hensive general liability policy,
Howard T. Weber, insurance di
rector in the finance division, said
here.

Outlining his program for han
dling risks under the Employe
Retirement Income Security Act
of 1974 (ERISA), Mr. Weber also
said 3M is now in the process of
drawing up new benefit trust doc
uments which designate one
named fiduciary as having ad
ministrative responsibility for all
of 3M's plans. He declined to dis
close who that person is, however,
until disclosures have been made
to plan participants.

"Last September, 3M officials
held the first pension task force
meeting to figure out what to de
under the soon-to-be-enacted re
form law, and the initial thought
of all those attending that meeting
was: 'We're all fiduciaries, and
we've got to have insurance."'"
Mr. Weber told his audience at an
American Management Assn. fi
duciary liability conference here

He described this initial view of
the need for fiduciary liability in
surance as typical of the "mass
hysteria” which has gripped ev
eryone facing the risks defined by

the law.

"WE DECIDED there's nothing
new in ERISA," said Mr. Weber
It did, indeed, define more spe
cifically the extent of fidicuary
liabilities and set up some new
criminal penalties, but generally
restated old risks, said Mr. Weber,
reviewing his - procedure. "Our
first conclusion, then, waste avoid
over-reacting.”

Furthermore, 3M has no Taft-
Hartley plans, and its bigger ex-
posures under ERISA involve a
number of non-contributory de-
fined benefit plans, which Mr
Weber believes are the best kind
of risks.

Thus, the company determined
it didn't need new insurance
against fiduciary liability risks; it
was just as feasible to look to
policies already in force for addi-
tional coverage, he said. "Now,
I've got an admission to make,"”
he went on. "We promptly ran out
and bought some fiduciary lia-
bility insurance.”

The reasons? "There were too
many questions unanswered about
possible liabilities,"” and "just to
save our own neeks," said fEr.
Weber. "We felt the premium in-
vestment was worthwhile.”

ONE TROUBLESOME question,
which made the insurance more
attractive, he said, is whether the
employer can indemnify the em-
ploye-fiduciaries for any liability
loss incurred in the course of act-
ing as fiduciaries. Although Mr.
Weber said he is still waiting for
an answer from SM's legal de-
partment about this, he said
"there is no reason to believe now
that we cannot assume the liabili-
ties of our employes."” This right
of indemnification varies by sta-
tutes in the state of incorporation,
said Mr. Weber, noting that SM is
a Delaware corporation. "lI've
heard the opposite opinion about
a New York corporation,” he
added.

And what about indemnifiea-
tion of outside fiduciaries...the
investment managers, account-
ants, actuaries, banks, ete.? 3M
wondered."Our first reaction was

to let them fend for themselves,"
Mr. Weber recalled. But after go-
ing through all the arguments
about why the employer should
protect plan assets, "it came down
to the simple fact that without it
(the insurance) you cannot secure
the services of the necessary out-
side experts." he said.

To date, however, no outsider
has asked BM for any. fiduciary
liability protection, Mr. Weber
noted. 'To the contrsiry, we have
gone to manx of these outside peo- i
ple to ask them what coverage
they have to protect themselves
and us," he added.

MR. WEBER is now convinced
that 3M really needs the broad
form of fiduciary liability insur-
ance it now has, but since there
were no premium credits for elim-
inating some of that coverage, it

Continued 0% page 52
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NATIONAL SURVEY OF #IMOs

First time ... complete HMO (278
page indexed) Directory that gives
you up-to-date information on op-
erational HMOs in the United States.

Location... Health Care Services...

Geographic Area (maps)... Charges. .
Number of Physicians...Size...etc.

For further information write:

Twin City Healtk Care DevelopmentProject
Federal Reserve Bank Bldg.
Minneapelis, MN 55480 (612)373-3724
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Wm. H. MCGee & Co., Inc.

Established 1887

Representing

1 Security Insurance Company of Hartford Since 1894
St. Paul Fire and Marine Insurance Co. Since 1902

t Sun Insurance Company of New York Since 1924
Marine Indemnity Insurance Company of America Since 1945
Royal Exchange Assurance of America, Inc. Since 1945
Taisho Marine and Fire Insurance Co., Ltd. Since 1957
The Monarch Insurance Company of Ohio Since 1965
American Empire Insurance Company Since 1973
Agricultural Insurance Company Since 1973
The Camden Fire Insurance Association Since 1974
General Accident Fire and Life Assurance Corp., Ltd. Since 1974
- Millers National Insurance Company Since 1974

For a stable ocean marine, inland marine & multi-penl market,
See McGee”

Branch offices in principal cities of the United States and Canada.
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All-Star puts

it all together
nr<.9/b.

Have your standard markets closed the door on
your special and unusual risk submissions?

All-Star remains an independent and
nnovative underwriting facility,

oroviding a stable market for primary and
excess coverages on a national basis.

Specialty lines agents with profitable and
seasoned accounts will find All-Star's underwriters

ready to serve their needs.

All-Star continues to provide
a key market for national and multi-state
property and liability programs.

F[ ALL-SJARINSURANCE - =,

UU Charles J. Murphy, Vice President & General Manager 1.

5401 N. 76th Street P.O. Box 2917 Milwaukee, Wis, 53218
(414) 466-8300 CABLE: ALLSTARWIS MILW TELEX: 2-6879
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3M' s fiduciary moves ...

Continued from page 51

was best to get most coverage for
the money, he reasoned. "We'll
change," he said, "when an under-
writer gives adequate credits for
plans without Taft-Hartley ex-
posures, and other plan character-
istics which Mr. Weber believes
have only "nominal” risk ex-
posures.

Since his assessment of the fi-
duciary liability risks which 3M
faces is that the largest possible
loss faced is fairly small, Mr.

Weber is not absolutely convinced -

the company should even insure
against the risk. His reasoning on
the small exposure is based on the
assumption that "we're really look-
ing at the liability of individuals,
primarily"” when viewing fiduciary
liability. "We're not looking at the
benefits liability of the plan,” con-
cludes Mr. Weber.

"We felt that as long as 3M was
solvent and could pay its bills, we
would be relatively loss-free," said
Mr. Weber, noting that this would
probably also be true of any non-

contributory, defined benefit plan.

There ‘were three available
sources of fiduciary liability in-
surance for 3M, including the pres-
ent CGL carrier (the same com-
pany also underwrites the firm's
primary employe fidelity bond and
benefit liability coverage) ; the car-
rier for the D&O insurance policy
("The lead underwriter on this, in
London, did offer to provide fi-
duciary liability to us for a price,”
said Mr. 'Weber. ) ; and a separate
carrier underwriting separate cov-
erage. "The best wording and low-
est cost alternative fell into the last

category," Mr. Weber noted.

3M WENT with the first of these
alternatives. "We bought our cov-
erage under program number one
because we decided to go where it
could do us some good" on the
other programs with this same car-
rier, "as long as the premiums for
this coverage are pretty stiff."”

The details of the coverage are

0124 .7
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"still under negotiation” after
three months, Mr. Weber said.
"We all know that the broadest
kind of coverage we can get is a
binder, and that's what we're un-
der,"” he added.

3M BOUGHT the coverage from
Travelers Insurance Co. as an en-
dorsement to the CGL policy.
Travelers is the only underwriter
presently offering fiduciary lia-
bility insurance as an endorse-
ment. "We notified all of our ex-
cess (liability insurance) carriers
of the addition of this fiduciary
liability to our primary insurance,
and until we hear from these ex-
cess carriers about specific exclu-
sions for this under their excess
policies, we assume we have the
insurance under our umbrella lia-
bility policies," Mr. Weber added.
He declined to disclose limits.

Mr. Weber established what 3M
believes is a proper liability risk
reduction program under ERISA:

- Establish areas of responsi-
bility, and assign specific persons
to take charge of those areas, with
documentation in the minutes of
the board of directors meetings, as
well as descriptions of responsi-
bilities in other company papers
such as job descriptions, pension
committee minutes, etc.

- Establish or reaffirm invest-
ment policies and practices, and
make sure investment managers
and advisers are well informed of
these policies.

* Put specific requirements of
ERISA in writing and disseminate
this information to everyone in-
volved in plan administration to
whom responsibilities have been
assigned.

 Consider and deal with any
internal conflicts of interest that
may be present in the administra-
tion of benefit plans.

- Review all benefit plans cov-
ered by ERISA to make sure all
are included in documents relating
to delegation of responsibilities.

Important future considerations
for 3M's task force include fi(lue-
iary liabilities which may arise
from future acquisitions. The key
question concerns whether pur-
chased companies should be re-
quired to have fiduciary liability
insurance for the periods before
and after the time of acquisition of
assets, Mr. Weber noted. m

Can convert

group health

cover in NY

NEW YORK-A bill guarantee-
ing group medical expense insur-
ance conversion privileges, the
first such bill of its kind in the
U.S. was passed by the New York
state legislature recently.

Sponsored by the New York
State Assn. of Life Underwriters,
the bill means any employe cov-
ered by group major medical ex-
pense insurance will be able to
take the protection with them
when separating from his employ-
er for any.reason.

Thebill will also increase the
level of hospital and surgical ex-
pense benefits available, by con-
version; to employes whose group
insurance benefits are terminated
by separation from employment.

Present law requires employes
whose group insurance is termi-
nated,<such as when leaving em-
ployment, be guaranteed the right
to continue limited hospital and
surgical expense benefits through
conversion to an individual policy.

No provision was made however
for a similar continuation of ma-
jor medical expense insurance
benefits..



2,500 in office products
assn. offered new plc
coverage through Aetna

HARTFORD-The 2,500 mem-
bers of the National Office Prod-
ucts Assn. (NOPA) will average a
15% saving on their basic fire and
general liability coverage if they
purchase it from Aetna Life &
Casualty Co., a company spokes-
man estimated.

If Aetna can sign up 100% of
NOPA's members, it will mean
$2.5 million to $3 million in pre-
miums for the carrier. Tom Row-
len marketing department ad-
ministrator for Aetna, says he is
"shooting for 300 subscribers the
first year.”

Ten to 15 % participation the
first year is "good," Mr. Rowley
said.

The three-year policies will be
"individually tailored" and sold
through Aetna agents around the
country. Aside from the sandard
multi-peril coverage, a variety of
property, casualty and bond cover-
ages are available on an optional
basis, depending on the retailer's
individual needs.

"The basic coverage includes the
building (if owned by the NOPA
member), its contents, the stock
he sells and insurance for liability
suits arising from someone being
injured on his premises or being
hurt by one of the products he
sells,"” Mr. Rowley explained.

"EVEN THOUGH there is a
common base of coverage, there
will be different insurance needs
and different amounts of money
available to spend,” Mr. Rowley
added.

As loss figures are compiled, an
association-backed loss control
program will be developed to help
members reduce fire hazards and
liability losses, he said.

"All of Aetna's inspection and
loss reports will be directed to a
central source. We'll get the word
back to all members on how to
prevent losses,"” Mr. Rowley said,
"probably through the association
newsletter.”

The NOPA policies will be
available to retailer members in
all states except Alaska, Hawaii,
Kansas, Maine, Mississippi, New
Mexico, Oklahoma, Texas and
Vermont where regulations do not
permit mass marketed programs,
he said.

"Historically, insurance is one
area that the small businessman
seems to have ignored when it
comes to getting the most for his
dollar. But with today's economy,
the businessman now realizes that
there are ways to economize in
insurance and still get proper
coverage. The days of giving your
business to your buddy are gone,"”
he said.

"Today's businessman has be-
come more professional and looks
for ways to reduce costs,” he
continued. "He's more concerned

about this than ever before and

he's looking to his association for

Multi-peril package

A multi-peril package for mo-
tels, hotels and office buildings in
Texas is available from Royal-
Globe Insurance Cos. A recent
state ruling permits the packag-
ing of property, liability, crime,
inland marine, boiler and ma-
chinery and other coverages into
a single, customized policy. TEX-
AShield, described as cost-saving,
is expected to be expanded later
this year to include institutional,
apartment, mercantile, processing
and industrial classes, pending
state approval.

assistance.”

Mass marketing of property and
casualty coverage has occurred
only in the last five years, Mr.
Rowley said.

"SINCE THIS is a large group
of homogeneous businesses it is
easier for us to remain a stable
nnarket for this large group fronn
both a coverage and pricing stand-
point than it we were to look at
each business individually,” he
said.

Another important benefit, ac-
cording to Mr. Rowley, is that the
program is marketed and serviced

Group dental insurance?
AEtna has the experience

on a local basis.

Cost savings to NOPA members
could range from virtually zero up
to 50%, Mr. Rowley said. Fifteen
percent is a reasonable average, he
added.

"The savings will vary because
our agent may find serious de-
ficiencies or overlaps in the mem-
ber's present insurance program
that obviously have a direct effect
on the cost,"” he said. "If the re-
tailer opts for better coverage, the
actual savings may be less than
15 % but he will be properly
covered.”

"We are not selling dividends,
he said. "If and when they are de-
clared they should be considered
icing on the cake. We haven't
loaded the policy with excess dol-
lars to be returned in the form of a
big dividend at a later date.”

To be eligible for the coverage
Mr. Rowley emphasized that the
retailer must meet "normal under-
writing rules and standards.”

"We can't insure those members
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who refuse to comply with what
we consider reasonable safety rec-
ommendations. If we were to in-
sure these high risks, losses would
undoubtedly occur which would
disturb the overall experience of
the NOPA program,” he said.

A NOPA member currently
buying insurance from two or
three agents "could be doing him-
self a disservice,"” Mr. Rowley said,
"because no single agent will have

a complete picture of the member's
total insurance needs . -

SURVEYORS--APPRAISERS--ADJUSTERS

Drilling Rigs, Commercial Hulls, Offshore Structures

to leave you smiling.

The day is coming - fast when you'll need
to talk to somebody who knows this complex
coverage. Because group dental insurance is
growing rapidly. The American Dental
Association expects 40 million people will

have it by 1980.

When you're ready, take advantage of the

MATTHEWS-DANIEL
COMPANY

7015 GULF FREEWAY - SUITE 232

\ P.0. BOX 26836 » HOUSTON, TEXAS 77207
TELEPHONE (713) 644-1633

TELEX 77-5237

dental consultants. More importantly, wei'c
had the years and the cases needed to develop

tested and realistic claim administration.

Talk to your agent, broker, consultant or an
/Etna group representative about the many
specific advantages of having AErna handle
your group dental. We can take care of large

experience of /Ema Life & Casualty. We were
one of the first insurance companies to offer
group dental. When you cover five times as
many policyholders as any of the others, you
build up knowledge in depth. Know-how that
can result in better dental treatment for your
employees, reduced costs for the employer.
Specifically, that experience means /Ena
has had time to build up a staff of technically
trained personnel, and a national network of

groups, naturally, but we're flexible enough to
include dental in health plans with as few as
10. From fluorides with flossing to fillings and
false teeth we're not your average insurance

company.

LIFE & CASUALTY

You get action with iEtna

/Ema Life Insurance Company, Hartford, Conn.
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Claimsareup,butpaymentsaredown
for insurer'shealth maintenance plan

By JOANNE GAMLIN

NEWPORT BEACH, Ca.-Pa-
cific Mutual Life Insurance Co.
five years ago inaugurated a health
maintenance plan around the pro-
voeative concept that "most people
would prefer out-patient treat-
ment on a first-dollar basis to hos-
pital confinement under a tradi-
tional insurance plan.” Today, ac-
cording to J. Frank Todd, assistant
vp of group sales, while the plan is
experiencing a 30 % increase in the
number of individual claims sub-
mitted, "the total dollar claims
payments are actually down.

"What we are doing,"” he con-
tinued, "is paying out a lot of
small claims. Yet what we are not
doing is paying for a lot of surgery
and hospitalization.”

Pacific Mutual's theory, he elab-
orated, is that overall medical
costs can be controlled if an at-
tractive incentive is devised that
will motivate people to seek med-
ication on an out-patient basis.

To do this, Pacific Mutual's

health maintenance plan, which
has been sold to small and medi-
um-sized Southern California com-
panies such as Denny's Restaurant
and Sheldon Industries, comes
with no deductible for hospital
out-patient treatments for sickness,
accidents or for physicians' ser-
vices. Conversely, it asks for a
$100 deductible for hospital con-
finement, prescriptions and nurs-
ing services as well as for dental
benefits, an optional coverage. The
same coverages come with an 80%
coinsurance feature on the first
$2,500 of covered expenses. After
that, 100% of expenses are paid in

a calendar year.

ONE CATEGORY of doctor vis-
its for which the plan will not pay
is routine physical examinations.

But that isn't all. The plan con-
tains a second element designed to
stabilize medical costs. It limits
hospital room and board charges to
a schedule of benefits and hence
lacks the "reasonable and custom-

ary care" features of traditional

group health plans. This feature
which earned it hjgh marks from
one brokerage spokesman and
from corporate buyers such as
Norma Baker, insurance manager
for Denny's Restaurant, La Mira-
da, Ca., a firm whose stock is trad-
ed on the New York Stock Ex-
change.

"Those ( reasonable and custom-
ary charge) provisions are at the
heart of exploding medical costs,"”
contended a broker. He said he fa-
vors inferior limits on hospital
room and board-in the case of
the Pacific Mutual plan, they can-
not go above $100 a day-because
he believes that ultimately they
will place a lid on the cost of
health core.

Denny's Restaurant, with 2,200
management-type employes cov-
ered, is probably the plan's largest
policyholder in Southern Califor-
nia. Ms. Baker told Business In-
surance that the employes' reac-
tion to the plan, which had its in-
ception in June, 1973, has been ex-
cellent. She explained that it re-

That'stheyear Gates, McDonald began serving clientsthat
today number more than 7500, large, small, and in between.

Seems like a poor year to go into business, doesn't it? But
we were founded on sound business practicesthat still exist,
with a full understanding of your problems by industry and

region.

Today, weofferyou 46 yearsof experienceserving employ-
ers in every type endeavor from manufacturing, service
organizations, retailing, financial, transportation, and non-
profit institutions, to basic industries.

Certainly, you are aware of the increased cost of Workers'
Compensation, Health and Accident, and Safety Engineering,
butdoyou haveacomplete understandingof theadvantages
of Self-lnsuring these programs?

Why not put our long experience to work for you today?
Begin by asking Gates, McDonald foracomplete analysis...
without obligation. Call today. We have 25 offices across the
country staffed to serve you.

A1 YO1

1 25 offices serving Industry across the country.
-1 GATESMeBRONALD, &sianarsr™

CA, 1 JU

OTHEROFFICES IN*NEW YORK *CHICAGO-LOS ANGELES. PHILADELPHIA -ATLANTA +ST. LOUIS +CINCINNATI
* CLEVELAND - PITTSBURGH * DETROIT * MEMPHIS » NASHVILLE « DALLAS - HOUSTON - DES MOINES
* OAKLAND + PHOENIX « SEATTLE » PORTLAND * BUFFALO « BOSTON * TOLEDO » CANTON - FT LAUDERDALE

placed a major medical plan, also
from Pacific Mutual, which re-
quired employes to pay the first
$75 of their out-patient visits.

Under the health maintenance
plan, Ms. Baker said employes feel
free to seek early medical diagno-
sis on an out-patient basis. To date,
the health maintenance plan has
not meant a cost increase over the
old plan, she said.

"Although there may be more
claims, they are mostly small and
| believe that the total dollar pay-
out is down from the former plan,”
she said. Denny's pays the pre-
mium under the plan for the em-
ployes and dependents.

THE ORANGE County Medical
Foundation administers and pays
all claims for Denny's. Sandy Gor-
don, administrator at the founda-
tion, reiterated Ms. Baker's asser-
tion that Denny's employes are
happy with the health maintenance
plan.

"But the interesting thing is
that our doctors like it too.” Phy-
sicians prefer out-patient treat-
ment, she explained, because it
frees hospital beds for those acute-
ly ill.

Out-patient treatments generally
cost about one-third the charges on
the same work done in a hospital,
calculates Ms. Baker.

"Take the D&C examination,”
she continued. "Performed on an
out-patient basis, it may cost
about $75. Performed in a hospi-
tal, it could consume three days
and cost approximately $300."

SHELDON INDUSTRIES, Mon-
rovia, Ca., adopted the health
maintenance plan last October for
its staff of some 40 employes.
A spokesman said that so far em-
ploye response has been positive
and no one seems disturbed by the
shift away from hospitalization.

Several other small companies
in Southern California also indi-
cated their experience with the
plan has been good.

However, Phone Mate Inc., Tor-
ranee, Ca., said it recently replaced
its health maintenance plan with a
program from Blue Shield because
of fears that escalating claims
would result in a premium hike.
A spokesman for Pacific Mutual
said no such increase was in the
cffing and he cited personal rea-
sons for the company's switch in

L= L I — gar—— —

Study shows
benefits up
25% to 50%

NEVW YORK-Pension benefits
in most industries showed median
gains between 25% and 50% in
1974, according to a study by
Martin E. Segal Co., consulting
and actuarial firm.

The study analyzed 660 con-
tracts collectively bargained, in-
volving at least 1,000 workers
each and covering a total 4.6 mil-
lion people.

Approximately 80 % of em-
ployes covered in new union con-
tracts last year received benefit
improvements as well as wage
increases, the study found, while
20 % obtained pay increases only
in 1974.

THE STUDY predicted that
1975 contracts will probably re-
fleet a stronger emphasis on job
security than employe benefits,
although what shape the desire
for security will take is not yet
clear.

Other highlights of the study
include:

» New denial plans were estab-
lished in 76 new contracts and
extended to dependents in all oth-
er agreements. Prescription drug
coverage was provided in 15 con-
tracts and optical benefits in 10.

= More paid holidays, ranging
from a low of six to a high of 15,
were given approximately 1.5 mil-
lion workers. Only two of the 17
major industry groups have a
median number of less than 10

holidays.

- VACATIONS WERE also ex-
panded to an overall median of
five weeks in the newly negotiated
contracts.

= Major medical insurance has
become standard in a majority of
firms with maximum coverage
being raised to $50,000 in many
instances. As a rule plans are
$100 deductible with coinsurance
requiring the employe to pay 20%
of charges above this amount.

- Hospitalization benefits in
new contracts are standardized at
120 days full service coverage,
with many set at 365 days.

Shirt-Sleeve Forum-

Do Corporations
Need Risk Management.9

- By Dinner Levison

fAsked in the Bnancial district)

Fred Eder, Insurance Broker,
220 Bush Street, San Francisco

Yes. Effective risk management
cduld mean greater profitability —_——n -
through the reduction or elimination

of many risks that may be squeezing

your profits. Dinner Levison pro- 1,

Vides a shirt-sleeve approach to risk .

management. Down-to-earth, thor-
ough, and resultful. For a modern

risk management program tailored

to your company's individual needs,
talk to Dinner Levison today !

DINNER
LEVI SON

COMPANY

/nsurance Brokers since 1915

220 Bush St., San Francisco, CA. 94104.(415) 391-5422

RISK MANAGEMENT - EMPLOYEE HEALTH & SAFETY
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lllinois work comp 'one
of five worst in country’

CHICAGO-"It boils down to
having dollar incentives for safe-

ty,
man of the lllinois state industrial

said Mel Rosenbloom, chair-

commission, referring to necessary
improvements in the state workers'
compensation system.

"As long as it doesn't cost as
much to compensate for injuries
as it does to make safety changes,
then safety won't be a high pri-
ority,"” he said, speaking at a re-
cent Risk & Insurance Manage-
ment Society (RIMS) dinner meet-
ing here.

"If the death case benefit were
higher than $31,000 or $32,000 on
average, there would be more of
an incentive for safety,"” Mr. Ro-
senbloom said. "Benefit schedules

should fit the true cost of the dis-

ability.”

He criticized the state's workers’
compensation system as "one of the
five worst in the country” and
described it as a "rotten, outmoded
system."” It is "substantially the
same as it was in 1911," he said.

MR. ROSENBLOOM urged
RIMS members to lobby for im-
proved workers' compensation at
state legislative hearings on par-
ticular bills. For most effective
lobbying, he advised risk man-
agers to testify on particular areas
of a proposed act. "If several com-
pany representatives decide to lob-
by together, they should divide
subject areas of the bill among
themselves," he said.

"The people in this room have a

A Burns Central Alarm

might have prevented
this Burglary.

SrY

There were over two million

hurglaries in the US. last year
-one every 13 seconds!

Will you be next? Business,
institutions and property own-
ers suffered over a BILLION
DOLLAR LOSS-and insurance
costs skyrocketed.

A Burns Central Alarm Sta-
tion is always turned on, pro-
tecting your business from such
losses. Automatic detection
devices installed on your prem-
ises connect to a Burns Cen-
tral Station where trained per-
sonnel monitor incoming alarm
signals 24 hours a day.

When an intruder is detected
by a break in window or door
circuits, by movement through
an ultrasonic field or by infra
red detection of body heat, the
Burns system activation is in-
stantaneous, with silent alarms
alerting Burns operators to dis-
patch help and notify authori-
ties immediately.

Central Station burglar
alarms are just one of Burns
electronic security systems.
Others include access control
systems, hold-up alarms, safe
or vault protection, tempera-
ture, fire and sprinkler controls,

and remote surveillance sys-
tems. Sensors can also monitor
automated manufacturing and
industrial processes, furnaces
and refrigeration.

For more information, please
mail the coupon.

Mr. Ashley W. Burner

Burns International

Security Services, Inc.
320 Old Briarcliff Road

Briarcliff Manor, N.Y. 10510

milll

Please send me full infor-
mation on Burns Central
Station security services
( ); other electronic serv-

ices( 1 BY
Name__
Title.
Company
Address.
_51110_ Zip :

In Canada, Burns is'%,0 S.I.S. LId., Toront<:

great amount of clout because of
the importance of their compa-
nies," he said, and "by hiring the
majority of the people in the state.”

Another approach is to make the
company's views known among
local state representatives, Mr. Ro-
senbloom advised. "The company
should send letters to tell them
their future depends on how well
they represelit (your point of
view)."

Mr. Rosenblcom observed that
"the human waste in industrial
and other accidents is much more
critical than that from street
crime." In his opinion, the "main
cause of unemployment is indus-
trial injury and disease in llli-
nois."”

Over 700,000 compensable acci-
dents happen each year-or 3,500
per work day-in lllinois, Mr. Ro-
senbloom said. Of these, 15% or
500 per day are considered "seri-
ous," he said.

The industrial commission "di-
rectly helps more working adults
in the state than any other agen-
cy," he said, estimating the com-
mission hears 40,000 cases a year.

He acknowledged that phony
claims "probably exist" though he
said he'd never seen such a case.
"We can't recognize phonies be-
cause we don't have the investiga-
tive capabilities. -

Hall is low

bidder for LA

airport policy

LOS ANGELES-Frank B. Hall
& Co., Los Angeles, was selected
as the low bidder for a $150 mil-
lion liability policy for the Los
A n g el es International airport
(LAX).

An LAX spokesman said that
the city charter mandates that the
lowest bid be selected.

Lloyd's is the underwriter for
the policy which includes a $100
primary layer and a $50 million
excess layer.

Hall which had been the broker
for the former liability policy for
LAX submitted a competitive bid
which was the lowest by about
$30,000 over a three year period,
according to a spokesman for the
brokerage firrm. -

<<
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With thanks to independent agents and
brokers,Yosemite/Great Falls have made
remarkable progress in the specialty
insurance field in a single decade of

existence. Conservative yet imaginative
management and underwriting have produced
the combination of broad markets and
reassuring financial strength. When you

have an out-of-the-ordinary insurance need

your agent or broker willtikely find a
market here

U you woutdlikeaset of 11 x 14 wa#photoso/Yosemite

National Park by jamed photographer Ansel Adams
write our home o#ice Marketing Dept

%L

Afire fanned by inflation
could really burn your business.

AO

-_—

In our inflationary

economy, your company's
current property values could

be greater than your present in-
surance coverage. Don't wait for

O

Our professional

appraisal with an annual
updating service will also provide
you with a proof-of-loss basis in
the event of a catastrophic loss.

a loss to show you that you're
dangerously underinsured.

Get in touch with us to keep your

An independent valuation pre-

pared by The American Appraisal
Company will ensure your cover-

company from getting burnt by
inflation. Write for brochure #14,
or call Mr. Worth at 800-558-9833.

age is consistent with the current

value of your assets. Or converse-

ly, it can eliminate a condition of
premium overpayment.

The American Appraisal Company, Inc.
525 E. Michigan St., Milwaukee, WI 53201
Offices in 21 principal cities
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Why does Warn insure
with AFIA?

Because_ being in the limelight-:or-
the sunlight...out front» and ahead of
.*tiae rest is yitafto success in a com-
petitive market. And whether Warnaco
is turning out scintillating swimwear,
Hathaway shirts, or internationally

famous Warner intimate apparel,they
know it takes care to remain there.

That's why when Warnaco and their
brokers needed foreign insurance, they
turned to AFIA Worldwide Insurance,

a leader with over 250 branch offices
abroad, almost twice as many as any
other American underwriter of foreign
insurance. Like Warnaco, AFIA knows
it takes care to stay out in front. In
personnel, facilities and experience.

It's another reason why AFIA
insures 90 of the top 100 U.S. com
panies operating abroad.

AFIA

WORLDWIDE INSURANCE World Headquarters: 1700 Valley Road - Wayne, N.J. 07470
U.S. branch offices: New York « Chicago « Dallas « Houston * Los Angeles *« Miami « San Francisco * Seattle « Wash., D.C.
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Discovery, follow-up
of fidelity losses are s>+
critical in the current 6999%:

economic climate

The plight of workers being laid off and high-patel executives on the verge cf bankruptcy
By DAVID EVERT to duty He has at least five to ten years creates exposures to fidelity losses for corporate emploers which require coreful scrutnv,
Insurance Administrator with the company He is an active mem- especially of employes with access to company funds
ber of his church and community He has

never been in conflict with the law He is are full of articles reciting the plight wi.1 reccgnize the implicat cni at all levels

Control Data Corp.

HEN DISCUSSING employe dishon- the proverbial piIIar of society of workers being laid off and high-paid ex- within En organization and also because
esty, the points to cover must in- Why does this person suddenly turn ecutives on the verge of bankruptcy A re- executives cften have easier access to larger
clude against his employer” To begin with, he cent industry magazine carried an article sums of money
- What is employe dishonestyp usually does so out of circumstantial need on executives in the $50,000 to $100,000 Consider for a moment t-le various ways
- Who perpetrates these thefts? rather than a planned or premeditated in- range As inflation runs rampant in our the emp. oye being laid off facing a pay
- HOWV is it done’ tent to steal Some employes don't even economy, they are firding themselves with cut, or teirg denied an increase in salary
« How do we assure ourselves we will recognize what they are dolng as theft In more and more month left over at the end can hurt his employer He can sabolage
uncover these thefts'> our society, institutions such as insurance of their paychecks property sell trade secrets, steal and fcrge
- What do we do after discovery 9 companies, governments and corporations These men have huge house payments, checks, clean out the petty cash fund, etc
* What effect do these losses have on have become fair game for the average Mr an expensive standarc of living which they In one case, a rnan was refused a salary
our corporationg Public to cheat, defraud, and steal from are either reluctant or unable to give up, increase so he decided to :ake it from a
Acts of dishonesty come in all shapes There appears to be an increasing trend to stock options in some cases could have peity cash fund of $300 He withdrew $5
and sizes The methods employed are limit- include one's employer in this group them paying several times the market frcm th€ fund daily At tte age of 52 and
ed by only two factors first, sound man- price, and s-ock once used as collateral for as a vice gresident with 30 years of experi-
agement; and secondly, lack of imagination IN ONE CASE | reviewed, a bookkeeper loans IS no longer adequate to satisfy the ence anc service, he was caight and ad-
on the pait of the thief was caught after having embezzled some bank Now due to the money crunch, these mitted to a total embezzlement of $146,-

The sound management prmciple de- $40,000 As often occurs, after he was dis- executives are faced with a lower than 000 Almost $40,000 of that had been taken
serves some emphasis It is generally held covered, he agreed to give a confession expected salary increase, no increase at all, from this small petty cash fund
in the fidelity field that a bad loss experi- When in the course of the questioning his or possibly even a decrease

ence is indicative of bad management If supervisor asked & he had taken items of Couple the above with (1) insecurities A SMALL CASH funi can generate

a company's experience has been bad, its equipment, inventory or supplies, his about their corporate future because de- many times its value if the turnover is

control practices need an overhaul shocked reply was "of course not, what do cisions made six months ago are now a rapid enough Some may move as mich
you think | am-a crook?" disaster, very probably not through their as $5,000 m a week's time

PERHAPS THE MOST difficult task is The most common reasons employes give own fault, ( 2) constant re-evaluating of Management should think of the tid-

to convince management of the urgency of to explain their actions include gambling, their performance R h.ch may be inter- den costs involved in repracing a 30-year
remedial action First, the problem is not extravagant living, unusual family ex- preted as second guessing, and (3) the veteran and the huge in iestment that the
visible until after a loss, second, some man- penses, undesirable associates, inadequate knowledge that these ccnditions historically company has in a man aLch as that His

agers refuse to believe any of their peop|e income, and employe malice have led to a general managerial house- loss IS similar to that of suddenly losing a

could possibly be capable of stealing; and The first two are most common How- cleaning-and you have a country full of major capital asset in a manufactuiing

last, pride sometimes causes them to sup- ever, because of current economic con- newly created embezzlement lisks plant

press or hide from the facts ditions, the last two deserve some special | have chosen the example of execu- The experience of the tending industry
In the first instance, management must attention tives to dramatize the increased risk that shows ttat when economic conditions be-

be made aware of the dollars identified as The newspapers and trade publications exists today 1, ith the assumpticn that one Continued Gn following page

lost through employe fraud Second, they
must be convinced that the amount in all

B e e 2w British property losses indicate priorities need revising

must be educated to think of this loss ex-

posure as an uninsurable loss of pure piofit
Those dollars involved in the over 50% of

s e ovs - jr@ protection need is stressed

recognition If you cannot identify the loss,

you can hardly hope to insure it and prove By CHRISTOPHER J. TEMPLE Nowadays the changing pattern of fire further fire million pounds

a collectable clairn Risk Management Consultant losses is beginning to alter this viewpoint Height presents difficulties of access for
Most corporations today carry fidelity Keith Shipton Developments Ltd. and some of the more farseeing companies fire fighters and for the escape of occu-

bond coverage The marketplace from division of C.T. Bowring Group, London are realising that insurance, although a pants, as st own so vividly m the Joelma

which this coverage is purchased, however useful tool in tackling their f.re risk, is fire in Sac Paulo, Brazil, here 179 pecple

is unique The premiums by and large are 1«'IRE PROTECTION has as its aim the not necessarily the only answer Fire pro- died anc he hotel fire 11 Seoul, Korea
not excessively high In most cases, this | preservation of hfe, property and ser- tection as part of a tital loss contrc,1 pro- where 163 people were killed Cougled
is greatly influenced by the deductible vices In 1973 in the U K alone fire caused gram is now seen har ing value in its own with this 13 the increased Size, even -n
chosen Unless the attitudes in the bond over 1,000 deaths and material damage right. single story structures, wh ch gives rise to
rnarket change, we probably would never reached a new high of over 179 million An analysis of large fires in 1973 shows larger sgaces and hence a greater volume
encounter a premium charge so great that POunds Consequential losses, which are that a mere 37 fires, or an average of one of Dontent: to provide fuel to a fire

we would choose to totally self-insure this difficult to assess added a further 600-800 every two months for each major conur-

exposure It is, however, far more likely million pounds to the total fire bill (For bation in Great Britain, were responsible TO COMBAT THIS increasing problem
that we would find ourselves unable to currency translation purposes, one pound for 39 million pounds of damage we must make greater use of compar.-
purchase a bond at any price sterling equals $2 40 ) mentation to subdivide, both vertically and
Fire protection encompasses not only IT IS TOO EARLY to say definitely that nonzontelly. and so confine a fire to a

VERY RECENTLY a top bond man for a the design, layout and construbtion of plant the fire loss pattern is changing, but the small area of the whole bu_Iding.
large fidelity carrier was complaining about and buildings, detection, alarm and extin- signs are that not only are the total annual Sometimes industry ar.d x,mmerce will

the bad loss experience in a particular guishing systems but also the entire field losses increasing but that a growing pro-' resist con-$artmentation on the grounds
fidelity field When asked why his com- of fire prevention which includes educa- portion of the loss 15 due to fires causing that the> require an open-plan design for
pany didn't increase the premium, he tion, training, safety organizations and re- over one million pounds worth of material their prcduction lines anc to give them

matter-of-factly stated, "We haven't and porting systems and hence requires the damage fle kibility Even so there may be ways of
won't consider that If we can't make mon- continuing involvement of senior manage- Up until 1972 the proportion of the total segregatmg fire risks frow one another-
ey at our present premium level, we will ment annual fire losses was fairly constant at for example by dividing : building length-
Just stop writing bonds for risks which his- Until recently it has been generally ac- 6-8 % In 1973 the number of such fires m- wise, wit, fire resisting rooms

toi-ically have adverse loss experience cepted that insurance was the cheapest creased to 10, amountmg to 11% of the Fire d jors should be -ised to maintain

Who is it that steals from his employer') and easiest answer to the fire problem- total Up to July 31 of this year, not includ- she integrity of a compartment wall, ard
Characteristically, the most commonly if the insurance company insisted on two ing the Flixborough disaster, there were shitters on fusible links car- be used on
identified employe fits this description He extinguishers for every 200 sq meters of 10 fires ( 16 % of the to:al) and with Flix- cor-veyors, where they pass from one com-
is a faithful, well trusted employe who floor area, or even a sprinkler system this borough the proportion would be 37 % Be- partment to another
has earned his company's trust and steady was a bit of a nuisance but then one prob- tween July and October there have been Ventilation can be a valuab.e aid in fire-
promotions by his conscientious attention ably benefited from a premium discount. another three such lires, estimated at a Continued on following page
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bUSi ness inSU rance once in a lifetime and,_ therefore, cannot able to earn 4 % net profit on its sales To
hope to ever be anything better than an offset this $5,000 loss, one of its salesmen

amateur would have to sell over and above his pres-

Because of the diverse ramifications of ent best effort $125,000 The $17,650 would

D a fidelity loss, it seems that sound manage- i equire sales of $415,000
S — )) ment would require the various depart- Altogether, the fraudulent losses review-
ments-personnel, public relations, treasury, ed, represent $650,000 Using the same 4%

controller, legal and corporate insurance- formula, we would need sales of $16,250,000
to draft a procedure which would assure to erase the effect on profits caused by
central control of every dishonesty case In these frauds

this manner, the auditor and local manage- No one knows how much money is lost
ment know exactly what each is required each year through employe dishonesty
to do and Just as importantly what not to Those who deal with this problem all the

T h ft The person issuing CheCks_ShOUId be dif- do time may become a little pessimistic, but
e - - = ferent from the .one reconciling the bank they are not wrong in professing that like
statement Inactive accounts require very CORPORATIONS often deal in such the iceberg, that which IS visible 15 only the

Continued Kom preceding page careful S“pe“"s'or‘_' ] . ) huge amounts of money that the individual tip Some of the reasons for its lack of visi-
e L J_osses zilre_ defmltelwomg to continue oF]netlmes Io?es S|8ht oLw_hat a dollar IS bility is that it seldom gets publicized; its

come difficult as they are today, fidelity and probably increase’What'do we do and then lost dollars lose their visibility, perpetrated right under our noses quietly
Ioslse.s ||;110rear$e in n"umbler and size, particu- after a loss IS discovered'} If there is any This is well illustrated by a business In- by faithful and trusted co-workers to whom
arly in the white collar class area in which management does a worse terruption loss suffered by a profit center we've given the key to our buildings and

What do we do to prevent and reduce job than they do in avoiding losses, it is of a large corporation The division man- the combination of our safe, and even with

theg_g Iossesgteﬁ s;atetdl_earliefr,dthp internal grobably In the follow-up after a loss agement submitted their loss of revenue bond coverages and accounting procedures,
auditor 1s n e nrstline or detense occurs claim in this manner After computing the many losses are never repoited to the in-

That is the duty of management at all In my experience, the follow-up IS US- percentage of time a computer produced surance, auditing or legal departments
levels If adequate control measures are uall d|5{0|nted, incomplete and uncoord- revenue as between 50% and 60%, they They are absorbed into operating bud-
de3|?ned and implemented the manage- inated It produces decisions and actions rounded it down to 50% After computing gets .
level nearest the problem will dothe founded not on facts but on assumption, the hourly dollar revenue, they rounded

men
dLscitot\_/erlng and usually in a relatively conclusions and Inference that down to the nearest $100 Multiplying Mr Even's remarks were presented in
sSNo me . . . .

Let's look at what happens in the average these produced a figure Just over $102,000 Minneapolts at a seminar for a group of

. . ) case of discovery After discovery, through which they rounded down to $100,000 and corporate auditors Mr Even ts a native
TO ASSIST |ITSELF in this function, the anyone of several meth_o%s au%mnlg mag be submitted this to_the insurer The risk Nebraskan educated at Cre|rc1;hton Univer-
employerJnust have three basic elements instructed to do an audit Often by the manager sent it back with a request for the mtv, where he graduated untf a degree zn

time they have arrived on the scene, the exact figures, with the suggestion that general bustness He worked Bve vears as

Complete personal history on em- suspected employe has quit, been fired or since the insurer surely wouldn't accept a claims representative in Omaha for CNA,

L[]
ploy ) ) Just disappeared You confirm there is a the claim if they had’rounded these fig- and was then transferred to Minneapolis
- Effective accounting controls . . h . .
« An explicit post-discovery procedure loss, now where do you t.trn for direction ures up, he saw no purpose for rounding where he supervised claims for over four
. and a}utho]{ltryds) W?ere)does local manage- them down In a couple of weeks the ex- years He joined Control Data as insurance
thﬁ‘ggg?jlgiigﬁ:ﬁrzgpplgtsemlgggvgietgugs? _?ESUt ment turn for direction’ act figures were submitted showing an act- admmistrator in Juli, 1974, and ts a mem-
) . The average manager w.11 not be person- ual loss of $117,650 ber of the Minneapolis chapter of the
personal history of the prospective employe ally involved in this specialized problem Suppose for example a company was Risk and Insurance Management Soclety
must include his family, education, em-
ployment history, outstanding financial ob-
ligations, whether or not this person has
ever forfeited or been denied a bond, the
person's standing and reputation in the
community, and whether or not there is a
criminal record This should be the func- contributed to the overall size and severity vention is the standard of housekeeping
tion of the personnel department To fur- P ro pe rty of large fires and the magnitude of the di- Process waste and rubbish provide a breed-
ther complicate matters, some of these - - rect loss shows a regular pattern involving ing ground for fire Also important in any
questions cannot be asked directly due to the following factors - fire prevention system are procedures to
recent legislation such as EEO Continued from preceding page - A tendency for fire discovery in the eliminate unsafe practices-such as per-
Consider the facts in this case A citizen  fighting in large area single story struc- early morning or at the end of the work- mit-to-work schemes In this way one can
of a foreign country applies for a job with tures A system should be designed to en- ing day control work in dangerous parts of a fae-
your company He brings with him letters ~ able smoke and hot gases to escape The - A tendency for delay in calling the tory-for example hot working, such as
of recommendation from prior employers necessity for roof venting became apparent fire brigade welding and cutting, should be very care-
m different countries, IS hired as a lower  after a fire in Michigan, at a large motor - A tendency for fires to occur in parts fully controlled in areas where flammable
grade accounting clerk and within a matter manufacturer premises Firemen could not of the building which are unoccupied at liqu(is and other combustible goods are
of weeks IS given credit card privileges get at the seat of the fire, and in the end night or are infrequently visited used
which allow him to charge no the corpcra-  a@lmost the entire area of 17 5 hectares were It is clear therefore that in order to re- Finally we must be aware of the fact
tion's name unlimited amounts of expendi_ involved Almost ten years later a fire duce large fires suitable automatic detec- that the fire loss risk is not static and sev-
tures started *in England at another motor man- tion systems are needed Manual alarms eral irrportant changes have occured in the

None of his references were checked ufacturers, but this time roof ventilation are invaluable in terms of reliability, but last few years which must be taken into
They were later thought to have been  and sprinklers were installed Heat and require 'human' detectors, which are not account For example, the most frequent

forged No background check was done to smoke were vented and firemen could eas- always available cause of starting of large fires is no longer
determine the reasons for his entry into ily see the source of fire and tackle it electrical wiring of smokers' materials but
this country nor the conditions of his de-  without breathing apparatus-only 1,200 CHOICE BETWEEN systems will depend malicious or intentional igniton In terms
parture from the former, when in fact his sq m of roof were damaged on the nature of the occupancy, which af- of material damage, the deliberately and
employment was conditional upon his ap- Smoke can also cause extensive damage fects the rate of fire development, the maliciously started large fires in 1973

plying for and being granted a permanent  out of all proportion to the size of fire. At building characteristics which can affect caused 23 million pounds of damage This,
visa in the country But no one checked to  one large single-story warehouse, floor the rapidity of detection, sensitivity char- allied with the increasing problem of pol-
see if that was done. He was transferred at area about 8,500 sq.m , a small pile of acteristics of the detection system and en- itical incendiarism, calls for a differant
his employer's expense back to the country powered coal and a quantity of baled nylon virGnmental factors such as corrosive, hu- emphasis when one looks at the problem of
from which he had entered the US, only thread caught fire Fire was confined to a mid, dirty or dusty atmospheres, heating controlling ignition sources

four days before the immigration authori__ very small area in one corner, and damage and ventilating systems, excessive vibra- Similarly the material most frequently
ties were going to deport him However, his by fire was slight but smoke quickly spread tion, and the likelihood of physical im- reported as having been first ignited in
employer was unaware of that He was over the entire floor area, and the contents, pact One of the main difficulties with industrial fires is now “flammable liquids
fired shortly after arriving at his point of mainly baled Jute, were extensivly dam- automatic detection systems is the question instead of "combustible waste and rub-
transfer After his termination, he kept the aged Similar problems can arise in the of reliability, one report has put the ratio bish" This means that the nature of a

credit instrument so graciously given him, food and medical industries in particular of false calls to genuine ones as high as lot of fires has altered from a slow-grow-
and feeling that he had been unfairly dis- 111 However, they act considerably faster ing one, to a very rapidly spreading pos-
charged, he decided to get even In a short LET US NOW move on from the effects of than automatic sprinklers and in some cir- sible explosive situation

time he had charged almost $300,000 in his the dimensions of a building to its consti- cumstances this can be a difinite advan- The drive for higher production for
former employer's name, selling for cash or tuents Materials and methods of zonstruc- tage greater height and volume of storage and
converting to his own use the purchase tion in themselves capable of spreading The effectiveness of first-aid fire-fight- for speed in transportation is continuing
those charges represented fire and contributing to its intensity. The ing, whether by removal of the burning Where fire is concerned this ever increasing

The employer in this case accepted every_ behavior of materials in fire conditions material, use of portable extinguishers, scale and complexity of operations often re-
thing he was told, gave a stranger access are, in some countries, the subject of tests smothering, buckets of water or hose reels, sults in greater vulnerability and greater
to his company's money and then turned to assess (1) combustibility, (2) ignitabil- is often underestimated In 1971 about a consequences This is demonstrated in re-
his back on him Would we do the same tty, (3) flame spread, (4) fire propagation quarter of all fires in buildings which the cent disasters involving ocean tankers, pet-
with our own moner How many people and (5) smoke production However the fire brigade attended were extinguished rochemical complexes, high-rise buildings
do you know who would take a stranger results from such tests must be treated before they arrived, and daily in industry and vast amusement centers Only if man-
into their home and give him access to with caution becaust they are only carried minor outbreaks are prevented from be- agerial awareness and competence are de-

their cash, check book, or credit cards even out on small scale samples coming major losses by the quick action liberately developed to keep pace with this
before they had an opportunity to get to Oroglass, which was used in the walls of trained operators with suitable fire growth shall we be capable of answering
know him or check his background and of the Summerland complex, was reported fighting equipment. the challenge of fire loss prevention

then kick him out and allow him to leave by the architect as non-combustable, based This leads to the whole field of fire pre-

with the check book or credit cards9 Well on a test where it was held horizontal But vention activities. Education and training Mr. Temple 13 a consuttant in the scien-
if we won't do it with our money, don't do m the actual fire where it was used vertie- are the key to any fire protection program, hfu Ask management dwliston of Keith
it with your company's ally as well as horizontally it burnt very with the lead coming from senior manage- Shipton Developments Ltd, an interna-

rapidly. Similarly grades of so-called flame ment Many of the incidents we read about tionat Tisk management consultancy based
ADEQUATE ACCOUNTING procedures retardant or self-extinguishing grades of could have been prevented by the prompt m London He was educated at Rydal
are needed to assure prompt and certain polyurethane foam, when tested by the action of an individual who has been School and London Unwersity where he ob-
detection of defalcations splitting and application of an ignition source which iS trained in the correct course of action to tained a B Sc (Engmeering), the Diploma
dividing responsibilities to provide checks then removed will not continue burning take This not only involves making per- of Imperial College and a M Sc, tn Indus-
and balances It is one thing to embezzle However, in actual fires these foams have sonnel aware of the fire hazards around tnal Safetth Before Joming K,S,D, he was
alone and quite another to do so in collus- burnt extremely fast, producing large them but also giving them practice in an Assistant Scientific Officer at the U K
ion with another Thecks should require quantities of dense black smoke and toxic dealing with fires by letting them tackle Fire Research Statton, and was employed
countersignatures The authority to endorse fumes actual fires with extinguishers bv the Eagle Star Group as a fire survevor
should be limited to "For deposit only " A study in the U K. of the factors which Another important part of fire pre- and underwriter
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CASH IN ON

OUR COST PLUS,

CASH FLOW PLAN

Both Aggregate Stop Loss & Individual
Stop Loss are available.

EXAMPLE OF A TYPICAL FIRST YEAR COST PLUS PLAN

LsSw Advance Net

Month Claims Paid Premium Cash Flow Premium Cash Flow
February $ - — $ 35,530 $40,565 $ -5,035
NM=arcesih — 35,530 - 35.530
April 16,747 17,718 17,812 - 1T 7.81=
May 24,129 25,528 10.002 — 1T 0.00=
June 30,763 32,547 2,983 - =283
July 12,535 13,262 22,268 _-— 222638
August 26,366 27,895 7,635 - T .e3B5s
September 28,321 29,964 5,566 - s s
October 31,816 33,661 1,869 L =X ==
November 38,858 41,112 - 5,582 -__ 552
December 22,883 24,210 11,320 - 11 .3=20
January 16,993 17,979 17,551 - 1 7.551

Total $249,411 $263,876 $162,484 $40,565 $121,919

Note: This is an illustration ofa claim payment pattern that could be expected in the first yearofacase

With complete reporting by month and by year,
L.S.W.Cash flow plans have many combinations and
variations... and have for nearly 10 years.

Contact Mr. Pat Caudle, Vice President & Group
Director. (214) 638-7100.

Life Insurance Company
of the Southwest

A Halliburton Company

P. 0. Box 47421 Dallas, Texas 75247

insurancemanagersat cosmetic firms
take wait-and-see stand on hair dyes

By LINDA MOSKOWITZ

NEW YORK-Despite a recent
report by a University of Califor-
nia biochemist suggesting the
possibility of mutagenic and car-
cinogenic properties existing in
hair dyes, risk managers at major
cosmetic firms do not appear to
be worried about related effects
on their liability insurance pro-
grams.

The majority of officials in-
volved in the $250-million hair
dye market feel that the evidence
so far is of a highly hypothetical
nature and simply not conclusive
enough to create a panic.

Among the firms that will be
affected if further proof of the
health hazards are found in the
dyes are Clariol, a division of
Bristol-Myers, L'Oreal, and Rev-
lon. These three companies ac-
count for about 80% of the mar-
ket.

Other firms manufacturing or
supplying hair dye are Alberto-
Culver, Tussy Cosmetics Inc.,
Cosmair Inc., The Gillette Co.
and Roux Laboratories Inc.

A SPOKESMAN at Clairol ex-
pressed little concern, at this
point, about the potential risk.
"WwWe'll have to wait until higher
forms of life are tested," he said,
explaining that it's too premature
to become apprehensive.

The recently publicized tests
conducted by Dr. Bruce Ames,

IF NSASTER STRIKES...

can your clients afford not to have Excess Marine Liability
Coverage. In these days of "out of sight" iudgments and
skyrocketing replacement costs, the need for higher

limits is becoming greater each year.

To provide this disaster protection, we have
established an excess marine liability program which

will give you both the facilities and experience to

increase your coverages beyond the ordilary primary

limits.

Check with us to be sure your clients are ade-
quately covered before they suffer a catastrophic loss. 4

were performed on a bacteria
strain, where 150 of 169 different
hair dyes tested caused changes
in the genetic characteristics of
the bacteria when administered
to the samples.

These findings could imply a
risk of the dyes causing birth de-
fects or possible cancer, since
rnutagenicity is often associated
with carcinogenicity. However,
these issues are now highly con-
troversial and will require more
testing for scientific confirma-
tion.

Further tests are to be conduct-
ed by the National Institute of
Environmental Health Services.
However, animal studies conduct-
ed so far, in part by the National
Cancer Institute and the Food
and Drug Administration, have
not indicated any results similar
to those of the Ames study.

AnNnd until more hard evidence
is turned up, corporate risk man-
agers are taking the matter light-
ly.

"FROM AN insurance point of
view, | have nothing to say," said
Harry Landesman, director of tax
and insurance at Revlon, who
feels it's too soon too worry, since
"nothing definite has come out
of the Ames report.”

"I've discussed it with my re-
search people, and they give no
credence to the report,” said
Bruce Strausberg, director of em-
ploye relations at Alberto-Culver,
who is also responsible for cor-
porate risk rnatters.

"Hair dyes are like anything
else,” Mr. Strausberg continued.
"Some people are going to have
allergic reactions,"” adding that
hair dyes, however, are not noted
especially for this problem.

Mr. Strausberg compared this
issue with the problem raised
about cyclamates several years
ago, where people becarne
alarmed before all the evidence
was in.

A representative from L'Oreal
echoed these sentiments and com-
mented that the firm is as yet
"not impressed by the evidence.”

Another L'Oreal employe re-
ported that the company's broker

advised that he didn't think the
study's results would affect rates
of the firm's product liability in-
surance unless more conclusive

evidence is produced.

"THE ARTICLE  was  very
hypothetical,” responded an of-
ficial of a prominent New York
brokerage firm referring to the
report.

This wait-and-see attitude was
also expressed by Anthony E.
Anzalone, vice president of legal
affairs at Lehn & Fink Products
Division of Sterling Drugs, which
owns the Tussy Cosmetic Co., a
supplier of hair dyes.

"We have had no such claims
or experiences with our hair color
products and we have no com-
ment to make with respect to the
claims put forward at this time,"
said Mr. Anzalone.

"You can rest assured that if
these products are harmful they
won't be marketed,” he also com-

mE Re—— = m e <1 _ —

Bl editor is

awardedABA

fellowship

CHICAGO-Susan Alt, manag-
ing editor of Business Insurance,
was awarded one of two American
Bankers Assn. fellowships to at-
tend the 1975 session of Stonier
Graduate School of Banking at
Rutgers University.

The fellowship is named in
honor of the late Dr. Joseph E.
Hughes, a prominent banker who
was in the first graduating class of
Stonier and served as chairman of
its board of regents. This is the
eighth year of the Hughes Finan-
cial Writers Fellowship, awarded
to two business journalists each
year by the ABA.

Leonard Curry, Washington
business editor of United Press In-
ternational, also received a Hughes
fellowship. Recipients were select-
ed by the New York Financial
WVriterss AAssr. =—

the new base for
Offshore Companies

GRAND CAYMAN

.CAYMAN UNDERWRITERS
SERVICES, LTD.

Managers

OFFSHORE

INSURANCE COMPANIES

TALBOT, BIRD & CO.,INC.

Marine Underwriters and Managers
156 William Street, New York, N.Y. 10038

Chicago « San Francisco * los Angeles * Seattle « Tampa « Boston « Dallas

West Wind Building, Suite 2 Q
Phone 96344, Telex CP 321 Cayundser
Postal Address: P.O. Box 1062

Grand Cayman, B.W.1.
(Via Air Mail Please)
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him on a fixed fee basis designed but no more. We mcreased capacity
to compensate him for his work It by carefully controlling each step
was a straight fee arrangement, of this insuring process,"” Mr
) which turned out to be less than Greene said He is convinced that
This way, each underwriter in this insuring process adds to commissions would have run, but this personal experience clearly

en ineering7personnel between could carefuIIY RI’OJGCt what_his the cost and stir-s up the markets it was not designed to be that showed "that an astute buyer can
October 1973 and late 1974, but total retention would be This more way," he added. influence underwriters far more

saved many times that marketing way, they also knew that the nsk The first step Mr. Greene took Mr. Greene then met with the than insurance experts and brok-
cost In premiums "The owners was only coming to them through was to find a broker for this pro- lead underwriters and reinsurers ers would have believed was pos-
were well satisfied with the rates, limited sources and not from dif- gram He sought one with a track who would be working on this pro- sible.
which were very equitable for ferent directions," Mr Greene record in handling offshore 011 gram to discuss the marketing ap- The next step for Burmah's Mr
this type of risk, and were ac- said In the end, as a result of drilling projects, and with exten- proach being taken and "to advise Greene was to develop "a high
complished when the markets time spent with world under- sive knowledge of worldwide them we were in full control of the quaiity" risk presentation manual
were tightening," Mr Greene writers on this offshore platform markets, especially the insurance placement " (While Mr. Greene This was, in Mr. Greene's view, an
said risk, and the closely controlled and reinsurance markets in the did have numerous face-to-face important tool and "part of the
"In September of 1973 when marketmg, one insurer who initial- U S and Europe. meetmgs directly with under- psychology of dealing with the un-
we were faced with this large ly planned to retain only $5 mil- After discussing the relative writers to discuss rating, engineer- derwriters and their engineering
risk, we realized It would require lion of the risk came on the pro- qualifications of a number of ing, coverage, etc, he cautiously staffs "
careful and very well controlled gram for $10 million, he added brokers with other RIMS mem- noted he did not arrange any di- The manual ended up being a
tnarketing," related Mr Greene bers in the petroleum industry, Mr rect placements with them ) hardback volume about three inch-
Our big concern, of course, was "WE ALSO wanted to provide Greene chose J. Wilham Shearer es thick The printing was done
capacity We thought it was desir- for what | felt was a more efficient of Armistead Miller Wallace Inc "IF THE OWNERS and con- internally at Burmah, but the
able to carry the story of that risk utilization of the premium dollar. m New Orleans, to handle the tractors had gone out separately gold-embossed covers for the 50
and especially the engineering This was accomplished by reduc- project "l knew of (Armistead into the markets, capacity would books to be sent out to under-
capabilities of the people here, to ing the number of retrocessions Miller Wallace) before, but had have shrunk dramatically and con- writers cost about $35 each
the lead underwriters, and to con- and intermediaries involved in the never worked with them. Mr fusion would have resulted Initial
trol the entire marketing effort, total placement,”" Mr Greene rea- Shearer came highly recommend- estimates were that we could get lead insurers (defined as those un-

Burmah completes unique plan...

Cont,nued from page 1

Manuals were sent out to the

including reinsurance

neMmost p:d0-0ate .now.t0,do. K- working. fpalfor financia

others involved in the field of risk and insurance management

risk mamagement
repo rtsS fom business insurance

Risk Management Repons are published bimonthly by Business with both large and small companies and institutions In the U S and
Insurance and cover-In depw-subjects pertaining to the following abroad

four major risk management categories

« Exposure Identification/Risk Analysis = Risk Control

- Risk Management Administration - Risk Finance

The editor of Risk Management Reports is H Felix Kloman.
president of his own consulting firm Risk Planning Group. assisted by
his staff. and an editorial advisory board including the following ex-
perts, Stanley R Tarr. Director of Risk Management. Rutgers Univer-

Each report is preceded by a Current Comment section with notes on s/ty. New Jersey/Jean-Paul de Cottignies. Partner. Risk Factoring.
Ideas and subjects of current interest The format is 81h" X11', Sar/.Parts, France/Edgar S Clark, Vice President. Risk Planning
looseleaf. three hole punched, for ease of filing in an attractive loose- Group. San Francisco / Peter Downes, Insurance Manager. American

leaf binder which will be mailed to subscribers with their first report

Trading & Production Corporation. Baltimore / Peter Law. Vice Prest-

A cumulative Index Is prepared annually and the length of each report dent. Insurance. U S industries. New York / Stefan J Valovic. Direc-
Is 30 to 40 pages, permitting thorough analysis of each panicular tor of Fire Protection & Insurance, Kaiser Aluminum & Chemical Cor-

subject Emphasis is placed on developing practical working tools

poration, Oakland. Ca /Other experts from insurance companies,

for the risk manager. drawn largely from the continuing contacts of brokers and safety consultants will, from time to time. participate In
the writers and their staff-who are risk management consultants- the preparation of specific reports

Among the many different subjects to be treated individually by Risk Management Repons arethe following:

0 Captive Insurance Companies An up-date of captive insurance com- | The Risk Management Function In Mangement Given the evolution of

panies and a list of captives and their parents Implications of the Pension
Reform Act IRS guidelines on offshore and Colorado captives will also be
covered

O An Economic Analysis of the Insurance Industry A study of cycles
capacities cash flow etc What is the capacity and cost crisis prediction for
1975-19767 What should the insurance man look for in the insurance
companies he uses?

0 Corporate Risk Insurance Management Manual Every company should
have a corporate policy on risk management and Insurance that has the
approval of the board of directors A risk management manual is also a
valuable tool Should it be one or 100 pages? Examples will be included in
the report

0 The Risk Manager and Corporate Social Responsibility What part if any
should the risk manager play? Should he in the best interest of his company,
take an active role as an ombudsman of sorts? What are the risk
management implications of the Equal Employment Opportunity Act? Can it
be insured? What are the requirements?

O International Risk Management A guide to the problems and their
solutions in Asia. Africa the Middle East and South America

O Natural Hazards-Earthquakes, Floods and Windstorms How you are
fixed geographically and if there's an exposure how should you cover it?
How are such hazards and disasters measured? The report will also delve
into the various government disaster insurance programs available or on the
drawing boards

the risk management function-from clerk to buyer to manager-where
should today's risk manager belong in the organization of his company? Who
should he report to and who should repon to h,m? What administrative
scope should his function encompass?

O Risk Management Cost Allocation An effective risk management
program should be understood and implemented at the operating unit level
How do you create cost incentives at that level to make your risk

management program more effective?

0 Managing Risks of Data Processing Facilities How to apply risk manage-
men- techniques to the ever-important and costly data processing facility
O Risk Retention Levels How large should your deductible be-$100 or

$100 million? There are objective and subjective methods for determining

this level

0 Risk Control and Risk Management Administration A Conflict Between
Line & Staff The risk manager often must walk a delicate hne between line
and staff management How can he without falling in either direction?

0 A Guide to Emergency Planning An analysis of what several corporations
have done to plan for that which no one wants to see happen but that which
could happen to your firm

I Directors & Officers Liability Insurance The question still persists-Is
Directors and Officers Liability necessary? Millions are spent on it annually

but are benefits being returned?

Why you should subscribe to RISK MANAGEMENT REPORTS

We live in an age of information explosion and all in the risk management field (including
financial officers, risk and insurance managers safety specialists. consultants agents brokers
and insurance company representatives) have different specialized inputs, many of which are
depended upon to assist in decision making However, there is no single source which can give

O YES. enroll me as a satisfaction guaranteed sub-
sent)er to Risk Management Repons at the annual sub-
scription rate of $60. which | have enclosed, and start
my bimonthly subscription immediately

current, in-depth and lucid comment on a particular topic of importance to tne risk manager m YES. enroll me as a satisfaction guaranteed subscrib-

He needs a resource which is objective and which has researched all of the pertinent mater,al

er and bill me/my company $60 with the first report

which applies to a given subject Risk Management Reports. then, becomes a research and
intelligence arm for the risk manager For example. when a member of the board asks. "What
should we do about Directors and Officers Liability Insurance?" the risk manager should be
able to turn to a Risk Management Report giving him both sides of this question. a specific NAME
outline of markets underwriting the coverage. recommendations for corporate action, limits

carried by other companies and a bibhography of pertinent articles

TITLE

The Current Comment section wil- be a stimulus for new thinking-questions will be
invited-and a tool by which the risk manager can anticipate developing exposures and take

corrective action before there is a financial loss

COMPANY

To subscribe to Risk Management Reports fill In the coupon and send it with your

remittance to

Risk Management Reports, c/o Business Insurance.

740 Rush Street. Chicago, lllinois 60611
(Make checks payable to R,sk Management Reports )
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soned Each additional middleman ed," said Mr. Greene. "l retained capacity up to about $174 million, derwriters whose net retention was

$5 million or higher) 60 to 90 days
before the second meeting with
them, "to allow them to review
and analyze the risk.” The man-
uals included a brief description
and drawing of the structure it-
self, a description of coverage
sought, a manuscripted policy form
drawn up by Mr Greene and Mr
Shearer, engineering data and an-

nual reports of the nine Joint ven-
tures.

MR. GREENE also sent a copy of
the manual to Dr Tony Denton, a
leading world marine surveyor,
and met several times with Dr
Denton to discuss the risk Parti-
clpating in most meetings through-
out the marketing of this risk were
Mr Greene, Burmah's leading en-
gineer and Mr Shearer.

For the next meeting with un-
derwriters, Mr Greene and others
travelled around the world, visit-
ing each carrier separately Inti-
mately we talked to carriers in Just
about every country that has in-
surance operations" Initially, Mr
Greene had even approached the
People's Republic of China and
USSR msurance markets, al-
though they did not end up par-
ticipating on the risk

"We met with Lloyd's under-
writers and reinsurers, as well as
the company markets in London
We selected the very capable ma-
rine department of Bland, Payne
to work Lloyd's and the U.K com-
pany markets Bland, Payne has
the majority of offshore 011 bum-
ness, and their acceptance of the
concepts | proposed was enthuslas-
tic," Mr Greene said. In the US,
the principal underwriting help
came from All-American Marine
Slip, American International
Group and INA "INA ended up
bemg one of the higher retention
companies involved," said Mr
Greene. He took at least four

mador trips during this place-
ment.

BURMAH'S RISK manager
found more eagerness than ever on
the part of Lloyd's underwriters
to meet directly with him as a
buyer, in order to discuss the
buyer's specific needs, and the risk
management philosophies of those
seeking insurance. "l took part in
all the meetings, and was able to
speak authoritatively on the tech-
nical aspects of the risk If pomts
of concern arose that were likely
to have an adverse effect on the
rating, | could suggest early in the
discussions alternatives that would
ease their minds, such as sublimits,
higher retentions, additional engi-
neermg surveys, etc. Direct meet-

ings also provide underwriters with |

a greater degree of assurance that
there is complete understandmg of
all details on all sides," Mr Greene
believes.

Thmgs are slowmg down now,
said Mr Greene, who is leisurely
workmg to line up insurers for the
final layer over $300 miillion. -
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LOSS
CONTROL
CONSULTANT'S
COURSE
OFFERED

BY I.L.C.1.

A two-week comprehensive
training course in loss control
consulting techniques is of-
fered one time annually to risk
managers and representatives
of the insurance industry by
the international Loss Control
Institute of Atlanta, Georgia.
Course participation is limited
and based on an order of
registration.

The 80-hour course is de-
signed to teach professional
techniques involved with the
measurement and evaluation
of occupational safety, health,
and loss control programs. The
first week is essentially oc-
cupied with crash review of
what every consultant should
know about 25 program sub-
iects. The second week is de-
voted to measurement and
evaluation systems, devices and
forms. In addition to the tech-
nical aspects of this second
week, lectures include the psy-
chology of consulting, pro-
fessional report writing and
etiquette for the consultant.

It is believed to be the only
course of this type available
in the public sector, ideally
suited to preparing insurance
and risk management person-
nel who cannot avail them-
selves of such inter-company
training as well as those who
wish to update or augment their
knowledge with fresh external
professional knowledge.

Frank E. Bird, Jr., interna-
tionally recognized author, for-
mer Director of Engineering
Services for the Insurance Com-
pany of North America, with
over 18 years of experience
as Director of Safety in heavy
industry, heads an experienced
faculty as chief instructor of
this unique course.

Detailed information on the
Consultant's Training course to
be held August 4-15, along
with additional data on the
educational programs and
products available to assist the
insurance industry can be ob-
tained by writing to Frank E.
Bird, Jr., Executive Director,
International Loss Control In-
stitute, 33 Gilmer Street, PO

Box 1997, Atlanta, Georgia
30301. Phone (404) 972-1440.

labor beat

Pension puzzle delays
union contract talks

WASHINGTON-A financial-
ly troubled pension fund is one
of the main issues holding up
negotiations between representa-
tives of the nation's 2,300 an-
thracite miners, on strike since
April 1, and mine operators.

The near-bankrupt Anthracite
Health and Welfare Fund which
reported a balance of $349,943 as
of Dec. 31, 1973 is currently pay-
ing 15,000 retired anthracite min-
ers $30 a month in benefits. The
fund is also a source of conflict
within the union (United Mine-
workers of America).

Prior to the strike the Anthra-
cite Fund applied to the Pension
Benefit Guaranty Corp. (PBGC)
for $4.4 million due beneficiar-
es.

The request is the first by a
multiemployer fund for pension
reinsurance coverage by PBGC,
a new government corporation
established under the Employe
Retirement Income Security Act.

PBGC is required to reinsure
basic pension benefits or multi-
employer plans after Jan. 1, 1978,
but the coverage is discretionary

for plans seeking coverage be-
fore that date.

THE ANTHRACITE Fund is
seeking a partial termination, with
the PBGC taking over the pay-
ments to 6,300 miners who have
less than 14 years of union cov-
ered service since June 1, 1946 or
who have retired from a company
that ceased contributions to the
fund prior to Jan. 1, 1975.

The PBGC would then be as-
signed all of the funds current
claims to delinquent contributions
due from employers.

The anthracite industry has
been in decline for a number of
years, but drastic changes in the
energy demand picture in recent
years have improved the indus-
try's prospects, a spokesman for
the UMWA said.

However, a group calling it-
self the UMWA Miners and Pen-

sioners Committee is protesting
Insurers cover

award made
to blind girl

NEW YORK-Employers Mut-
ual of Wausau and the London
market were the underwriters re-
sponsible for arranging the $165,-
000 malpractice suit settlement
which the plaintiff accepted mom-
ents before the jury was ready to
award her $900,000, Business In-
surance learned.

Gail Kalmowitz, 21 and nearly
blind from an overdose of oxygen
administered to her at her pre-
mature birth at Brookdale Hos-
pital in Brooklyn, had sued the
hospital and two of its doctors for
$2 million.

She accepted the $165,000 set-
tlement, forfeiting $735,000, be-
cause she was afraid of losing the
entire amount and didn't want to
become a burden to her family,
she told reporters.

According to Anthony DiCicco,
attorney for the hospital, Em-
ployers Mutual of Wausau was
the insurer for the two doctors,
and paid $125,000 of the settle-
ment. Part of a Lloyd's of London
syndicate provided coverage for

the hospital, and paid the balance
of the settlerment. -

any PBGC coverage of the plan,
charging the UMWA has 4(re-
neged"” on pledges to include the
Anthracite workers in the larger
United Mine Workers Health and
Retirement Funds which cover bi-
tuminous coal miners.

THE COMMITTEE charged that
the union should be held liable for
delinquent contributions due the
fund from the anthracite mineop-
erators and that it should use cur-
rent labor negotiations in the an-
thracite industry to turn the An-
thracite Fund into 'an honest bona
fide" plan.

The UMWA Health and Retire-
ment Fund which reported total
assets of $111,521,668 as of June
30, 1974 is currently paying re-
tirees a $200 pension per month,
with increases scheduled for the
next three years.

Contract talks between anthra-
cite miner representatives and
mine operators broke off shortly
after they began, with federal me-
diators called in the second week
in April.

A spokesman for the UMWA
said that major differences exist
including wages and pension bene-
fits, improved medical and disabil-
ity coverage.

The PBGC which was scheduled
to open hearings on the Anthracite
Fund request April 14, postponed
the hearings until contract negoti-
ations are completed and the strike
== = ttleeccd o -
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a Architects & Engineers

* Insurance Agents' Errors and Omissions
« Accountants' Liability

| Lawyers' Professional Liability

The » Directors & Officers Liability
| Secur-ties & Exchange Commission
Products Liability

« Umbrella Liability-Commercial and
Professional

» Franchise, Chain & Multiple Location
Casualty Property Risks

- Earthquake
« Capacity Fire Placements-Manuscript

Forms

Imaginative underwriting
and sales approach to
the placement of the
difficult classes of risks

and underwriting and
- DIC (Difference in Conditions)

« Bowling Centers Property Programs
« Restaurant Property Programs

< Excess Automobile Liability
Long Haul Truckers

< Excess--General Liability

« Dry C eaners Program

« Hotels-Property and Excess Casualty
= Motels-Chains

* Products Liability-All Classes

« Association Programs are Available on
Most Classes of Business Underwritten

marketing of the unusual
risk. including but not
limited to coverages
shown at the right. Be
sure to send for our

informative and

comprehensive Sales Kit.

« Environmental Protector Policy

» Design/Construction Professional Liability
Insu-ance for Contractors

EXCESS
Ir) 1)ERWRITERS, INC.

150 South Wacker Drive / Chicago, lllinois 60606
312/ 641-0033/ Telex No. 25-4127

isbigenough to handle

all corporate

insurance needs ..

Frenkel & Co. is not publicly owned.
It is responsible only to its clients.

We are insurance experts unconcerned

with stockholder relations,

Frenkel & Co.

is small enough to meet
those needs

on a personal level.

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.

Our continuous growth for 97 years assures you that our "big enough/
small enough" policy is the right approach. (Ask our clients about us.)

Fren kel & CO =y I nC- li,s,ira»ce Brokers Establisbed 1878

156 William Street, New York, N.Y. 10038 Tel.: (212) 267-2200 (.able: Joiner, New York
lit,rope, 7,1 Cirrespoudents: Paris . Lo},dou . Brussels . Amsterdam Braticb: Los Angeles, C,ilifo. lic
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Obtain fiduciary liability cover as rider to D&0O

By MARIE KRAKOWIECKI

NEW YORK-Sperry E. Hutch-
inson Co. negotiated fiduciary lia-
bility coverage with Home Insur-
ance Co., Business Insurance
learned.

The fiduciary cover was worked
out as a rider to the three-year di-
rectors' and officers' liability policy
the company has with Home. That
policy is currently in its mid-term.

The rider will cover about 40
pension plans with approximately
250 named fiduciaries. Bayly Mar-
tin & Fay Inc., an S&H subsidiary,
was broker on the contract.

Premium rates for the fiduciary

OPERANON APPRECM"ON
it's your "Daily Billboard"

. on thebuyer'sdesk. .......

s4.5 IJAME- , A .

| @ X = =
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: OPERATION APPRECIATION is a monthly :

« personalized mailing. It keeps your ser- i

vices and 1 group products s message in f front

You WI|| geta Iot of "sales mileage" for

per month the SATIRE way. -

|Contact SATIRE, INC,, P.O. Box 39758, :
. Los Angeles, Ca’ 90039, 2137/666-7338!

coverage are set at one-fifth of the
total premium rate for the D&O
cover, according to Donald W.
Cherry, S&H's corporate insurance
manager. Mr. Cherry declined
comment on the D&O total policy
limits.

The insurance manager has been
active in negotiating updated in-
surance coverages for S&H. Two
years ago the firm used Home In-
surance Co. for its liability cover-
age in addition to the current
D&O policy (Business Insurance,
March 26, 1973).

THE HOME then underwrote
liability coverage on property and
products liability with basic limits
of $100,000, and provided limits
of $200,000 to $1 million for bodily
mnjury.

Subsequently, Mr. Cherry
switched basic liability covers to
the Utica Mutual Insurance Co.,
with blanket limits of $300,000. All
other liability is covered by an ex-
cess policy from North River In-
surance Co.

The insurance manager also
hopes to save S&H some premium
dollars by on-site visits he and
his assistant, Neil Hemmer, will
be making to the firm's manufac-
turing subsidiaries.

Crawford & Company

Insurance Adjusters

Serving the insurance
industry worldwide with

over 500 offices

Executive Offices

131 Ponce de Leon Avenue, N.E.
Atlanta, Georgia 30302

S&H owns Bigelow-Sanford,
America's oldest carpet maker, as
well as six interior furnishing
companies. At present, the Fac-
ory Insurance Assn. underwrites
the carpet and furniture plants
around the country on a replace-
ment cost basis, which makes the
insurer responsible to replace the
property in essentially its present
form if damaged.

Mr. Cherry believes a number
of plants (some of which are 20
years old) could be more sensibly
and more cheaply insured on an
actual cash value basis.

Mr. Cherry and Mr. Hemmer

plan to visit different facilities
to determine which ones would
be replaced in their present form
if destroyed, and which ones have
more outdated manufacturing
equipment, for which actual cash
value policies would be more eco-
nomical. They expect their study
to continue through the summer.

THE S&H insurance manager
says he's more concerned than ever
about fire exposures at the plants.
Since the recession a number of
them were forced to shut down.

AnNnd a recurrent concern in the
back of Mr. Cherry's mind is that

of a disgruntled, laid-off worker
turning firebug for revenge. Both
the Insurance Information Insti-
tute and the Insurance Crime Pre-
vention Institute predict an up-
surge in arson losses due to the
recession.

Mr. Cherry doesn't anticipate
an actual increase in losses but
says the current economic reces-
sion has made him even more de-
termined to make sure the plants
are insured in the most efficient

and economical way. And he

thinks the actual cash value ap-
proach for some of the plants is a
step in the right direction. -

UAW official charges Blues with
neglecting needed cost

DETROIT-A United Auto
Workers (UAW) official charged
Blue Cross and Blue Shield with
negligence about cost controls and
accused the Blues of being "tools
of doctors and hospitals.”

Describing current health care
costs as "frightening,” Bard
Young, a regional union director
here, recommended the state in-
surance commissioner be given
authority to impose cost contain-
ment policies on the Blues.

Impetus for the union's con-
cern, Mr. Young told Business
Insurance, is that with medical
benefit costs taking more of the
negotiated dollar, "there's less of
the pie left.”

He criticized the Blues for
"gross ineptitude to raise rates
33 %" because it would "very
substan:ially affect” the majority
of the 5.25 million Michigan
Blues' members.

THAT INCLUDES
thousands of unemployed work-
ers, Mr. Young explained, "who
either have lost or shortly face
the loss of their employer-related
health insurance coverage in the

tens of

coming months."

A spokesman for the Michigan
Blues declined to comment on
Mr. Young's charges because "the
determination of a rate increase is

pending.”

Mr. Young charged that Blue
Cross and Blue Shield repeatedly
have ignored or only partially
implemented orders issued by
state insurance commissioners.

"THE UAVWV protests the never-
ending increases in subscription
rates,” Mr. Young said. He ap-
peared on behalf of the union’'s
state Community Action Program
(CAP) and urged
through legislation, if necessary.

Noting that Blue Cross was or-
dered last year to implement a
meaningful cost containment pro-
gram,"” the UAW director urged
Commissioner Daniel Demlow to

determine "the Blue Cross budg-

reforms

controls

et for its cost containment func-
tions and how it has been spent.”
"We insist that the commis-
sioner follow his 1974 ruling that
expenses arising from the failure
to aggressively implement cost
containment measures will be dis-
allowed in future rate review

hearings... for purposes of rate
determination,” Mr. Young em -
phasized.

Mr. Young recommended a ceil-
ing on aggregate payments to hos-
pitals and physicians for the next
two rating years. He also urged
more efforts by the Blues to re-
duce hospital admissions for un-
necessary surgery and to control
ordering of unnecessary tests. -

GAO

UNDERVWRITERS,

INC.

Directors and Officers
Liability Insurance

Unhappily, Directors and Officers Liability Insurance has received
adverse comment because of a few litigated situations on coverage.
Regrettably. there is no standardization of policy form, application
for insurance coverage, nor indemnity provision available to Direc-

tors and Officers.

Too little attention has been addressed to coverage at time of

A Competitive Edge

Exclusive for life insurance companies' agents, broker and insurance buyers - a
new product that could double your life insurance production, pays standard com-
mission rates and provides your clients with the safety and protection they thought

they were buying with life insurance.

The exclusive new product s

BENEFICIARY - SURVIVOR LEGAL INSURANCE

L

Providing cash to the surviving beneficiary is only part of your client's needs. What
he really wants is a free and clear estate including the life policy proceeds.

BENEFICIARY - SURVIVOR LEGAL INSURANCE PROVIDES:

- Advice and Consultation

< Adoptions

- Real Estate Conveyancing
- Lease Agreements

- Estate Closings (Probate)
= Debt Collection

Defendent
Plaintiff

< Consumer Transactions

« Administrative Hearings

» Garnishment Proceedings

« Landlord/Tenant Problems

« Housing Code Violations

« Other Supplementary Benefits to

provide beneficiary with a
properly executed estate

UNIMARK/CALDWELL

First in Research and Development

Charles Terrell Max Christian
Don Caldwell Guy Finley

Box 35948 Dallas, Tex. 75235
214/638-8070

quotation and policy issue and too much attention has been focused
on price. Therefor, many unfortunate decisions to accept limited
insurance protection in exchange for what appeared to be a cheap
price.

The principal problem areas include:

-No Prior Acts Coverage (no coverage applied to wrongful conduct
which took place prior to the inception date of the policy, but
which ripened into a claim during the policy period).

-Single policy format (some contracts have been issued attempting
to insure both the corporate obligation and the directors' and
officers' obligations in one policy contract which poses serious
problems of enforceability of the insurance contract in many

states).

-Bodily Injury and Property Damage Exclusions have been intro-

duced.

-Not all Officer and Directorship positions have been automatically

insured.
-Subsidiaries of the parent corporation frequently have not been
properly insured.
-Newly acquired corporations have not been automatically insured.
-Mergers Exclusions have been introduced.
-Unconscionable deductibles have been required,
We encourage you to submit your clients to us for a much

needed coverage analysis on their Directors and Officers insurance
hazards. There is no obligation on your part or your clients to place

insurance with us.

We do have the facility to write the most comprehensive Direc-
tors and Officers Insurance Policies of any organization in the world.

62 m.-C

Ram H.Chandarana. A.C.IL

Vice President

o4.. 5/6

Thomas F. Sheehan. C.P.C.U.

President

120 SOUTH RIVERSIDE PLAZA - CHICAGO, ILL. 60606
312/621-6511, 621-6495, 621-6493 - TELEX 25-3623



1974 work comp /oss
ratios reported higher

NEW YORK-Workers' comp-
ensation underwriting results de-
teriorated in 1974 with loss ratios
indicating an increase of nearly
five points, according to George
F. Reall, president of the National
Council on Compensation Insur-

At the group's annual meeting
here, Mr. Reall pegged the esti-
mated loss and loss adjustment
ratio for the year at 82.5 %. Pre-
mium volume was expected to in-
crease 12.5% to $5.75 billion.

More expansive and liberally
interpreted and administered ben-
efits systems, plus unlimited med-
ical benefits were factors which
contributed to the underwriting
results, Mr. Reall said.

A change in the ratemaking
procedure which was introduced
in 1974 was not reflected in the
figures of the NCClI's annual re-
port.

SEVERAL SPECIFIC

areas
were treated by the report, in-
cluding coal mine operator's lia-
bility to pay permanent total dis-
ability or death benefits for black
lung. This liability has now exist-
ed for over a year under terms of
the Federal Coal Mine Health and
Safety Act of 1969 and the May
1972 amendments to the act. The
NCCI worked with the Labor De-
partment to place an insurance
program which could be adopted
by mine operators to cover lia-

bilities imposed by the law, the
report said.

The report also noted the pos-
sibility of expanding federal jur-
isdiction in workers' compensation
cases as a result of a line of
administrative decisions which
emerged in 1974 under the U.S.
Longshoremen's and Harbor Work-
er's Compensation Act.

One major change in workers'
compensation the report noted for
1974 was the introduction of a spe-
cial program known as "wrap-up
rating," a program designed for
large construction projects.

This procedure allows the own-
er, general contractor and all sub-
contractors on an eligible large
construction project to be treated
as a single risk for premium dis-
count or retrospective rating pur-
poses.

This will result, the report said,
in an overall reduced premium
for the project since higher pre-
mium discounts will apply. =

Rock Island plan chugging to halt

CHICAGO-Rock Island Rail-
road's supplemental pension plan
for salaried workers may reach the
end of the line when the company
does on May 15, but the Railroad
Retirement System will keep the
stearn up for the basic plan that
covers both management and hour-
ly workers.

The pay-as-you-go plan for the
line's approximately 900 white-col-
lar workers personnel and 620 re-
tirees may either be dissolved or
funded through a decision of the
bankruptcy judge, Frank J. Mc-
Garr, to set aside a portion of the
proceeds from liquidation of the
railroad, according to Robert Sul-
livan, secretary of the Rock Island
pension board.

So far, no studies have been
made by the retirement board or
the plan's actuarial consultant, The
Wyatt Co., Chicago, to determine
the cost of future supplemental
benefits, Mr. Sullivan and a Wyatt
spokesman said.

THE RAILROAD Retirement
System will continue basic benefits
for all Rock Island workers with
more than 10 years of service, in-
cluding those who lose supplemen-
tal benefits under the plan for
white-collar workers, a spokesman
at the system said.

The loss of taxes paid to the sys-
tem by Rock Island will not have
a serious effect on the system's
funding, the spokesman said. "The
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Serving insurance agents and brokers only - no direct business

loss of the Rock Island Railroad is
not good for the Railroad Retire-
ment System, but it's not the Penn
Central,” he explained. Rock Is-
land currently employs about 14,-
000 people, while the Penn Central
has about 90,000.

Workers must wait until age 65
before they can receive benefits
from the Railroad Retirement Sys-
tem. If they hold a non-railroad
job between the time they leave
Rock Island and the time they re-
tire, their service record would be
lessened and their expected pen-
sion benefit also would be de-
creased.

Supplemental pensi on benefits
for Rock Isla nd's white-collar
workers are figured on the basis
of the highest salary for any five-
year period multiplied by 1.2, and
reduced by 85% of the Railroad
Retirement System benefit that is
also received. The benefit is also
adjusted to include payments to
the spouse after death, but the
minimum benefit is always $25.

The Railroad Retirement System
benefit is composed of two parts:
the first is an equivalent of what
the worker would receive under
Social Security, hrhich does not
cover rail workers, and the seond
is based on the amount of railroad

—_— e R — _ n
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Z-A offers consequential
loss package for small firm

CHICAGO-Business interrup-
tion coverage for small and medi-
um sized businesses including
both loss of earnings and extra
expenses with a single limit is
now available from Zurich-
American Insurance Companies.
Typical premiums range from
$200 to $1,000 "and up,”" accord-
ing to Glen Schulte, assistant di-
rector of commercial property
underwriting.

The form is attached to Zurich-
American's fire and allied perils
policies or to package policies.
For this reason, the rating struc-
ture is a percentage of the basic
property coverage rate. "If the
business fire rate is high, then
the cost (of the new policy) is
high," Mr. Schulte said.

AN OPTIONAL growth fea-
ture provides automatic, noncom-
pounding, quarterly increases in
the amount of insurance to help
keep the coverage annount cur-
rent, Mr. Schulte continued.

Coverage applies for 31 days
after the property has been re-
paired or replaced but before
"the full earning power of the
business has been restored,"” Mr.
Schulte said. An extension to
cover up to 360 days is available
for additional premium, he
added.

Although the policy is designed

for small-to-medium sized risks,
manufacturing risks will cost
about 10% more to insure than
mercantile or non-manufacturing
risks, Mr. Schulte said. -

Over
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people
Haas takes

risk mgr. task
at Fairchild

Philip Haas, assistant treasurer
for Fairchild Camera & Instru-
ment Corp., Mountain View, Ca.,
has also taken over the job of risk
manager. Mr. Haas considers the
new job "temporary, until a deci-
sion is made about the future of
the risk management department.”
He replaces Ralph F. Perry who
left Fairchild, as reported Feb. 2.
As risk manager Mr. Haas is re-
sponsible for employe benefits as

well as propertY and casualty cov-
erage. His duties as assistant treas-
urer include pension administra-
tion and managing company-own-
ed or leased real estate. A veteran
with 21 years at the company, Mr.
Haas reports to the treasurer.

Nancy B. Zongol, corporate di-
rector of employe benefits at
Heublein Inc., was promoted to
the additional and newly-created
position of corporate director of
human resources administration.
Mrs. Zongol's responsibilities in-
elude benefit administration, com-
pensation and human resources
policy and information systems for
the Farmington, Ct. -based mar-
keting company. Heublein, which
specializes in food and alcoholic
beverages, markets Smirnoff vod-
ka and Kentucky Fried Chicken.

The Bureau of Naval Personnel,

Department of the Navy, named’-

Alan M. Long to the newly-creat-
ed position of assistant head of in-
surance and safety section. The
section provides risk and insurance
management services for Navy
recreation, open mess and ship3
stores, services which are not
funded by congressional approp-
riation. Mr. Long reports to How-
ard T. Watson, head of the insur-
ance and safety section. Previously
Mr. Long worked for National City
Co., insurance agents and brokers,
in Washington, D.C. Before that,
Mr. Long served in various risk
and insurance management capa-
cities with the General Conference
Insurance Service of the General
Conference of Seventh-Day Ad-
ventists in Washington.

C. David Bass joined Gold Kist
Inc., Atlanta, as assistant director
of risk management and insurance.

Degree of fault to determine liability in California courts

Adopt'comparative negligence’ rule

SAN FRANCISCO-California's
103-year-old doctrine of contribu-
tory negligence was abandoned by
a ruling of the state supreme court,
which substituted for use in all
California courts the system of
comparative negligence, which as-
sesses liability in direct proportion
to fault.

The precedent-setting decision
stemmed from a Nov. 21, 1968 ac-

cident in Los Angeles in which a .

woman physician, Dr. Nga Li suf-
fered back injuries in a crash in-

volving her 1967 Oldsmobile and a
Yellow Cab Co. taxi driven by
Robert Phillips.

A Los Angeles superior court
judge had dismissed Dr. Li's suit
for damages on the basis that al-
though Mr. Phillips was negligent
in driving at an unsafe speed and
through a yellow traffic light, Dr.
Li was guilty of contributory negli-
gence in having made an illegal
left turn j ust prior to the crash.

The supreme court ruling re-
versed that decision with the com-
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parative negligence concept which
will permit juries and judges to
award money damages even if the
litigant's own acts partially caused
injuries for which damages are
sought.

THE DECISION makes Califor-
nia the 27th state to adopt the com-
parative negligence system in civil
liability damage lawsuits. The con-
cept of comparative negligence,
Justice Raymond L. Sullivan said,
"should be applied in California
in its so-called pure form, under
which the assessment of liability in
proportion to fault proceeds in
spite of the fact that the plaintiff
is equally at fault or more at
fault than the defendant.”

The "pure" form of comparative
negligence the court adopted for
California already applies in Flor-
ida by state supreme court rule,
and in Mississippi, Rhode Island
and Washington by legislative ac-
tion. Under this bure form, liabil-
ity is apportioned in direct propor-
tion to fault in all cases.

Another form of comparative
negligence has 'been adopted by
statute in 19 states where appor-

tionment is based on fault to the .

point at which the plaintiff's blame
is equal to or greater than that of
the defendant. When that point is
reached, the plaintiff is barred
from recovering damages.

Under the current California
decision, in all future actions for
negligence resulting in injury to
person or property, the contribu-
tory negligence of the person in-
jured shall not bar recovery. The
damages awarded, however, shall
be diminished in proportion to the
amount of fault attributable to the
person injured.

The doctrine of "last clear
chance" is abolished and the de-
fense of assumption of, risk are also
abolished by the ruling, to the
extent that they are merely Vari-
ants of the former doctrine of

contributory negligence. -

Free HMO
fact sheet

WASHINGTON-A fact sheet
in question and answer form, ex-
plaining the federal government's
proposed regulation on health
maintenance organizations as
"dual options" is available from
the Health, Education and Wel-
fare Department.

Single copies can be obtained
free by writing for the Fact Sheet
of Proposed Regulations-40- F.R.
6602 from the Health, Education

and Welfare Department, Health
Services Administration. -

He reports tb Robert E. Rich, di-
rector - ofirisk.. management and
insuranEe for farmers' cooperative.
Mr. Bass replaces Carlton Revels,
who left Gold Kist, as recently re-
ported. Mr. Bass worked' for In-
surance Agents Inc., an independ-
ent insurance agency in Atlanta,
before going to Gold Kist. Prior
to that, he worked seven years for
Liberty Mutual Insurance Co.
Stone Container Corp., Chicago,
named George S. Simpson assistant
insurance manager. Mr. Simpson's
responsibilities include property
and casualty insurance manage-
ment and claims handling. He re-
ports to Leonard Baines, manager
of insurance, and replaced Richard
P. Hayes, who left Stone Container

to become claims manager for
Parliament
Simpson was director of product
development and services at Zur-
ich-American Insurance Cos. until
a year ago, at which time he took a
"non-insurance-related”

Insurance Co. Mr.

position
according to Mr. Baines.

Jean Raphael was promoted to
the new post of insurance manager
for Smith International Inc., New-
port Beach, Ca., an international
corporation that
drilling tools for the mining, pe-
troleum and Bonstruction indus-
tries. Ms. Raphael was formerly
accounting supervisor. In her new
job, Ms. Raphael will work with
James L. Macdonald, corporate
safety director. -

manufactures

classified advertising

RATES AND CLOSING TIME: $2.75 per line. minimum charge $11.00. Cash
with order. Figure all cap lines (maximum-two) 30 letters and spaces
per line; upper & lower case 40 per Zine. Add two lines for box number.
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of $23.50 per column inch, and card discounts on size and frequency.
Mail ads to Business Insurance, classified advertising dept., 740 N.

HELP WANTED

PERSONAL LINES

Progressive young growing Chicago loop
Insurance Agency is looking for a bright,
experienced personal lines underwriter
preferably with some college education,
light typing ability and good telephone
technique. Salary open. Write to:

Box 560, BUSINESS INSURANCE

740 Rush St., Chicago, 111. 60611

UNDERWRITING MANAGER

If you are a professional commercial un-
derwriter with either property or casualty
experience and are interested in a unique
career opportunity with unlimited growth
potential in a rapidly expanding agency,
we would like to talk to you. Salary open-
based on your qualifications and experi-
ence. Call Alan Schwartz, Selective Man-
agement, Western Savings Building, Phil-
adelphia, Pa. 19107-215/545-7111

POSITIONS WANTED

INS./RISK MGR., CPCU, BBA, RM, MBA
candidate, 15 yrs. Corp./Ins. Co. exp.
seeks challenge in INS/RM areas,

Box 575, BUSINESS INSURANCE

740 Rush St., Chicago, 111. 60611

CPCU-CSP wishes Risk Mgr. Position. Exp.
in Fire, Liab, W/C, & some Marine. Con-
tracts, Rates & Loss Prevention.

Box 565, BUSINESS INSURANCE

740 Rush St., Chicago, 111. 60611

RISK MGT./LOSS PREVENTION

Hard worker, age 29, seeks No. 2 spot in
Corp. Risk Dept. Have 3 yr. all lines in-
surance sales experience with Factory
Mutual and brokers. College grad with
some MBA now working on CPCU and RM.
Presently located in Chicago area with both
salary and relocation negotiable.

Box 570, BUSINESS INSURANCE

740 Rush St., Chicago, 111. 60611

WANT AD ORDER BLANK

RATES AND CLOSING TIME: $2.75 per line, minimum charge $11.00. Cash with order.
Figure all cap lines (maximum-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 publi

cation date. Published every other Monday. Display classified takes card rate of $23.50 per
column inch, and card discounts on size and frequency.

Moil ads to Business Insurance, 740 N. Rush St., Chicago, lllinois 60611.

Number of Insdions-
Issue de#.:

Name:

Company:

Addr.ss:

CUp and Moil This F.m k:
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WANT AD DEPARTMENT

business insurance

740 Rush St., Chicago, Ill. 60611
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One side of your employees
we hope you never see.

Ne're not poin ing fingers us, -rbing to -nake a point

Employee distones y ross tusinesses an
estimated 54 billior every year

Whict a tfrn leads to an est mated 30% of all
Dusiness fa lure

WithaF delitvBcend rD,n T-te it Paul,wehelp make
:ure your business doesft oir nat unfo"una-e club

First, a hcelity Bond itself gives you a s.,btle
,sychological deterrent against Irternal disio-esty

And of course, if white co lar crime snoild crop
iup, we cover your losses

In addition, we offer sonswhat boader coierage
than the standard form in mos states

At a reasonable price

THE ST. PAUL

And in those states we always Include claims COMPANIES

exoense and personal indLry ccverage No charge
Service? One of 44 serv,ce cen e-9 tries to contact
you the same day it receives ycur claim

Fidelity Bond It makes Irssting your emplo,ees
a wiole lot easier Serung you around the world around the clock
St Paul Minnesota 55102

Call an independent agen for tie The St Paul
aboitit today He's in the Yel ow Pages

St Paul Fire and Yarine In-urance L Impany St Paul Mercury Insurance Company The St Paul Insurance Company



Disaolilty: surprise Killer

of small businesses

Y- v

CLOSED

UNTIL FURTHER
NOTICE

The disability of a key salesman, or designer, or engineer
can cripple a company. Their productivity stops But the
costs of operating the business continue.

It's called "economic death. It's always unexpected...
often unanticipated by many insurance programs. In fact,
a person between 17 and 44 has just as great a chance of
becoming permanently disabled as cf dying.

The economic consequences can be even more disas-
trous than death. They can drive a small business zo the
wall. Credit is impaired. Profits decline. Morale drops.
Accounts and clients drift away. Competitors lure away
key employees.

In some cases, the disabled man himself may find his
business interest waning. And the company mai, lack the
necessary liquidity to buy him out.

What are the options? Not many. Sell to a stranger?
Attempt absentee management? Move a family member
into management?

There is no happy ending to a disability story. But a
Continental Assurance 'Business Buy Out" program can
help keep the business alive.

We add assurance to life in an unsure world.

Continental Assurance Co.

Estate and Business Planning Services C:oun

See Your Independent Agent or the Continental Assurance sales office listed in the Yellow Pages



