
RevIon denies mercury

in cream caused iniury
By STUART EMMRICH

NEW YORK-Lee-Ellen Tulin

spent the better part ofthis decade
going from doctor to doctor trying
to find out why her hair was falling
out, why her hands were turning
black, why she was losing her fin-
gernails and why she was having
inexplicable internal neurological
problems. No one seemed to have
an answer.

Mrs. Tulin, a 56-year-old, Nor-
walk, Conn., housewife, still isn't
sure what caused all her problems,
but she has an idea. And if her sus-

picions are right, this woman will

likely have an impact far beyond
the $5 million personal injury suit
she has filed against Revlon Inc.

Mrs. Tulin has charged in her
suit filed with the New York fed-

eral district court that Revlon's

face cream Esoterica contained

enough ammoniated mercury in it
(until 1972) to poison her and rav-
ageherhealth. Theoutcomeofthat
suit, one of several filed against
Revlon over Esoterica, is being

watched by other cosmetics firms
as an indication ofwhat might hap-
pen next in the volatile area of
product liability claims.

No one is saying that this suit
will open the flood,gates of litiga-
tion by angry customers who think
every infirmity can be tied to a
store-bought product, but there is
a certain wary interest in the indus-
try over this case.

"Whenever you deal in con-

sumer products, there is a danger
of product liability suits, but that
danger is especially acute with
something like cosmetics, just be-
cause ofthe waythey are made,and
the way they are used," explained
one official in a New York insur-

ance brokerage firm that handles
several cosmetics firms.

Cosmetic companies, despite
any anxiety they might feel over
the Revlon case, are actually
thought to be in a fairly good posi-
tion right now.

"Our losses and claims have

been insignificant these past five
Continued on page 37

Nuclear plants lay idle

as quake risk assessed
NEW YORK-Despite govern-

ment-forced closings of five nu-

clear reactor plants in the North-
east, officials of the plants and
their insurer insist they have un-

wavering confidence in the com-
plete safety of the reactors.

The Nuclear Regulatory Com-
mission in March ordered the five

plants temporarily closed when it
was discovered that they were ap-
parently built with too little protec-
tion against damage from earth-
quakes. The closings could last for
months while officials try to deter-

mine if any dangers exist and how
they might be corrected.

The plants are: Beaver Valley

One in Shippingport, Pa., operated
by Duquesne Light Co.; James

Fitzpatrick at Scriba, N.Y., oper-
ated by the Power Authority of
New York; Maine Yankee at Wis-
casset, Maine, operated by the
Maine Yankee Atomic Power Co.,

and Surry One and Surry Two at
Gravel Neck, Va., operated by Vir-
ginia Electric & Power Co.

While the plants are going to re-
main closed until the NRC is con-

vinced that there is no danger, a
debate grows-even among gov-
ernmentofficials-verthe need to

shut down the plants and lose the
power they offer communities.

"We are not really in a position to
say that the government is right or
wrong in closing these plants, but
we certainly feel from an insurance
standpoint that these plants are
safe and we will continue to insure

them," said Burt Proom, president
of American Nuclear Insurers, a

pool of 140 insurance companies
that provides insurance for all the
country's nuclear reactors.

"Seismic tests were done on

each of these plants before they
were insured and we were con-

vinced that earthquakes were not
that great a risk," he added.

Other critics have been a little

more vocal in their objections to
the plants' closings. One congress-
man called the action by the NRC

Continued onpage 39
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Bermuda sta kes its claim

to worldwide market title
By KATHRYN J. McINTYRE

HAMILTON, Bermuda-Con-

ceived by corporate America to cut
costs and beefed up when thecom-
mercial insurance market failed to

meet demands, the captive insur-

ance company industry here now
claims to be maturing into another
worldwide insurance market.

Of the nearly 900 so-called ex-
empt insurers registered here, 500
to 600 active companies are
generating gross premiums esti-
mated at anywhere from $2 billion

to $3 billion, with net premiums
thought to be about $800 million.

Although less than 10% of
Bermuda's exempt insurers are be-
lieved to be writing unrelated busi-
ness offered by London and U.S.

brokers and other exempt compa-
nies, the activity is probably

generating net premiums of $500
million, according to one expert.
The non-captive market may have

a gross capacity of $20 million or
more with net capacity of $5 mil-
lion, says James Bannister of the
London-based Risk Research

Group.
Generally, the larger Bermuda

insurers take lines of $250,000 on
any one risk.

Signs ofthe Bermuda insurance
industry's maturation abound, in-
cluding:

. Recognition of its capacity by
major U.S. London brokers. Inter-
national intermediaries now regu-
larly offer the dozen or so big un-

Employers cut hospital costs
-ith utilization review plans

By SUZANNE LaVIOLETTE
Crain News Service

CHICAGO-Professional Stan-

dards Review Organizations
(PSROs) may be rapped by critics
for being ineffective, but private
corporations which have hired
PSROs are finding hospital utiliza-
tion reviews pay off.

Companies have stepped up in-
volvement with PSROs during the
past year. More PSROs are taking
on private sector clients and busi-
ness and PSRO groups are push-

ing for more corporations to use
PSRO services.

Under this monitoring process,
reviewers assess whether a

patient's hospitalization is actually
necessary and whether continued
stay beyond a set standard is clini-
cally justified. Without the re-
quired justification, hospital bene-
fits could be cut back.

Caterpillar Tractor Co. in Peoria.
Ill., has reduced its employes' and
their dependents' average hospital
stay to 5.5 days from 6.5 since
hiring the Mid-State Foundation

The people column
page 41

for Medical Care in April 1978. The
PSRO monitors hospital stays of
110,000 Caterpillar employes and
dependents in its 15-county area.

Caterpillar turned to the PSRO
because the firm's patientdays per
1,000 insureds were higher than
the national average, said Ronald
Hurst, manager, health care plan-
ning. Caterpillar is satisfied with
Mid-State's results and is consider-
ing hiring PSROs at its other 24
U.S. locations, Mr. Hurst said.

Deere & Co. in Moline, Ill., hired
Mid-State in June 1977, to monitor
hospital stays of 35,700 employes
and dependents in seven of.the 26
hospitals in the PSRO's region.

During the first 12 months of
Deere's agreement with the PSRO,
there was -a very minor reduction"
of patient days, according to
Duane Heintz, manager, health
care services. This "negligible" 3%
reduction, however, jumped in the
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Insurance industry offices line Hamilton's Burnaby
St.. still quiet at 8 a.m. on a weekday.

derwriters on the island what is

termed "quality business."
. Cohtinued expansion and de-

velopment of underwriting agen-
cies and pools. Gulfs Britamco has
added four companies looking to
pick up business, while Captive In-
surance and Reinsurance Co. Ltd.

(CIRCL) and Hopewell are also ad-
ding captives seeking to share

More on Bermuda regulation,
third-party business and insuring
benefits in captives on page 42.

risks. Other captive managers are
planning new pools.

• More established insurers and

reinsurers moving into the market,
notably Arkwright-Boston Mutual
Insurance with a subsidiary es-
tablished and General Re with a

branch office opening soon.
. Development and implemen-

tation of solvency regulation.
Perhaps the strongest force

pushing Bermuda's insurance in-

dustry to new heights is the U.S.
Internal Revenue Service opposi-
tion to captive insurers and its re-

cent victory in the tax court.
"Everyone here takes the Carna-

tion case very seriously," observes
Clive W. Himsworth, president of
the Bermuda Insurance Institute

and managing director bf Belle-
fonte International Insurance Co.

Ltd. More captives will take on un-
related business as the strive to

prove to the IRS they are bona fide
insurance companies and not off-
shore tax evasion schemes, it's
agreed.

The amount of outside business

underwritten to establish the cred-

ibility of a Bermuda insurer with
the IRS is going to have to be more
than a mere one or two percent,
notes attorney James Cameron of
Baker & McKenzie. The IRS said

in a private letter ruling last fall
that 3% of unrelated business in a

captive is not enough to transform
dealings between the parent and
subsidiary from self-insurance to
insurance in the eyes of the IRS.

If the IRS lit the fire under the

feet of captive insurers, the Ber-
muda market is generating enough
heat on its own to keep it burning,

Continued on page 42

Controlling the fence, the vexatious criminal who

buys and sells stolen goods, would control thefts, says
an expert on crime. riskWatch, page 15.

Free second opinion plan

rThe inside story
Pen the fence

N.Y..Life adds coverage for second opinions on sur-
gery to its health benefit plans at no additional pre-

mium and with no strings attached. Page 16. 
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7 insurers sue Equifax;

ask $32 million awa rd
ATLANTA-Sevensurgluslines

insurers have brought suk against
Equifax Services Inc. ofA-lanta al-
.eging that the financial reporting
irm was negligent in preparing a
fire insurance inspection report on
an egg processing plant in South
Carolina.

The seven companies scek com-
pensatory damages of $12 million
and punitive damages of $20 mil-
lion. The companies are Lexington
Insurance Co., Great Southwest
Insurance Co., First State. Insur-
ance Co., International Surplus
Lines Insurance Co., California
Union Insurance Co., Mission In-
surance Co. and Stonewall Insur-
ance Co.

The suit was filed in a circuit

court in Cook County, Ill.

According to the complaint, Re-
tail Credit Corp., a predecessor to
Equifax, filed an erroneous inspec-
tion report on an egg prc cessing
plant in Bethune, S.C., operated by

Cal-Maine Foods Inc. and Dew

Fresh Eggs Corp. 3ased on tne re-
port, the plaintiffs agreed to insure
the facility, the larges: automated
egg processing plant in the icrld,
for $12 million.

The plant burned to the gIound
in 1976, killing one milion chick-
ens in the process. Among the er-

rors found in the inspection report
were that the building was actually
of wooden frame construction, not
steel, as reported to the insurers,

said plaintiffs attorney John Mc-
Cabe of Clausen, Miller, Gorman,

Caffrey & Witous of Chicago.
The suit contends that had an ac-

curate report been made by Retail
Credit Corp., the insurers would
not have underwritten the risk in

the nature, extent or amount that

they did. Further, they might have
changed their participation levels
or charged higher premiums, Mr.
McCabe said.

Equifax denies the charges. .

$5 million distillery fire

insured in London, U.S.
By JOHN MAES

PEKIN, Ill.-A S5 million fire

destroyed three buildings and ex-
tensively damaged a fourth in a

n#ne-building complex at the
sprawling American Distilling Co.
facility nere last month.

The bs: is fully insured under

Coming up June 11
CHICAGO-Business Insurance will publish its annial

issue on Risk Management Services June 11, covering such
subjects as captive insurance company management, fire
protection engineering, employs benefit consulting, insur-
ance consulting, loss control and safety consulting and
claims administraticn.

Readers are invited to sugges: story topics, by writing or
calling Susan Alt, Bxsiness Insrance 740 N. Rush St., Chi-
cago, Ill. (312) 649-5278. Contri outed articles for the Per-
spective section are also being planned, and persons who'd
like to contribute may discuss their ideas with the editcr.

The Risk Management Services issue includes stories
about a wide range of employe benefit and property'
casua.ty insurance related issues, including financial ser-
vices, actuarial consulting, security guard services, agen-
cies specializing in the investigation of employe crime, di-
saster recovery.services and salvage specialists and da:a
processing services for self-insurers.
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$50 million of coverage with
Lloyd's of London to $1 million
with a $5,000 deductible and
Fireman's Fund on the excess, said
Dayle Schachner, director of ad-
ministrative affairs for the firm.

Although the plant was in full
production at the time ofthe blaze,
which sent Rames shooting rapidly
through the buildings, there were
no injuries to plant personnel or
firefighters. A plant safety plan
aided in speedy, orderly evacua-
tion of workers, Mr. Schachner
said. Even the workers in the im-

mediate vicinity of where the fire
broke out managed to flee safely,
he added.

Fire officials were still investi-

gating the cause of the blaze but
they, along with Mr. Schachner,
said it was probably due to an elec-
trical overload above a tank in the

basement of a distillery building.
Pekin fire inspector Richard Isen-
berg said there may have been em-

ploye negligence involved, but he
said he could not elaborate until

his investigation is complete.

Mr. Isenberg also noted there ap-
peared to have been alcohol spill-
age on the floor, which conducted

the flames rapidly throughout the
building. Most of the workers in
the distilling building were taking
their lunch break in the cafeteria at

the time, he said.
Mr. Schachner said he was not

sure if there was alcohol spillage

but said the flames ate rapidly
through a wooden floor above the
tank.

The flames then spread to an ad-
joining bottling building and a
warehouse, which were also de-
stroyed and then moved to an alco-
hol storage building, said Mr. Isen-
berg. The roof of that building was
collapsed by flames, but firefight-
ers managed to contain them be-
fore they reached the storage
tanks.

About 75 firefighters from Pekin
. and neighboring North-Pekin and
East Peoria battled the blaze 'for
about four hours on March 20.

Claims adjustors from Fireman's
Fund were on the scene the next

day to examine the ruins, said Mr.
Schachner, adding he anticipates
no problems in the claim settle-
ment process.

Since the fire, Mr. Schachner

said his biggest problem has been
meeting with the firm's engineers
to determine the quickest possible
method of restoring production at
the Pekin plant, the company's
main facility. "You can't sit idly
by," he said.

American Distilling has one
other plant in Union City, Calif., he
said. The fire will hamper produc-
tion "to a limited degree," but Mr.
Schachner was unable to be spe-
cific. The firm has extra expense
coverage in its policies.

In 1954, an explosion followed
by fire swept through a whiskey
warehouse at the plant causing $8
million damage and killing six
workers. .
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Property/casualty underwriting
turns $1.25 billion gain in '78

NEW YORK-The nation's property and casualty insurance
companies registered a net gain on underwriting in 1978 0 f about
$1.25 billion on $79.8 billion in written premiums, the Insurance
Information Institute estimates. That's a 21% increase from 1977

net underwriting results of $1.03 billion on $73.9 billion in pre-
miums.

Investment income earned last year by property/casualty insur-
ers was estimated at $6.79 billion. Combined net income from all
sources, after taxes, was estimated at $6.76 billion.

The $1.25 billion gain on underwriting operations in 1978 reflects
a statutory underwriting profitofapproximately $2.57 billion offset
by payments of approximately $1.32 billion in policyholder divi-
dends.

Broker indicted for mail fraud
ST. LOUIS-Donald J. Kubovehik, a former excess/surplus lines

insurance agent here, has been indicted on 15 counts ofmail fraud
for placing excess liability insurance with a bogus company he had
set up.

A federal grand jury here charged Kubovehik with diverting
about $870,000 in premiums to E&S Insurance Agency, which op-
erated out of a post office box in Memphis (BI, Oct. 16, 1978)
Insureds allegedly duped by the scheme include municipalities
and government agencies around the country and Las Vegashotel-
casinos.

Two Nevada insurance agencies were fined by the state insur-
ance department late last year for their role in placing Nevada
business with Kubovehik. Harley E. Harmon Insurance Agency
Inc. agreed to turn over $5,600 to the state for multiple violations o f
the state surplus lines law and Southwest Insurance and South-
west Insurance Associates will pay $2,825 for similar violations.

Supreme Court refuses review
WASHINGTON-The Supreme Court last month denied a re-

quest by Steere Tank Lines Inc. to review the tax court and court of
appeals rulings that the company's so-called deposit premium ac-
count with its insurer did not constitute insurance.

The company claimed it was insured under a type o f retrospec-
tive rating program but the Internal Revenue Service and the
courts found the cash flow plan devoid of any risk trans fer neces-
sary to insurance (BI, Nov. 13, 1978). The company is therefore
denied the tax deduction it took for $222,000 paid as a contract
premium.

Omni loses in arbitration
LOS ANGELES-The American Arbitration Assn. has awarded

National Indemnity atotalaward of$4,352,552.17 in its proceedings
against Omni Aviation Managers Inc., documents from the associa-
tion obtained by Business Insurance reveal.

The award does not relieve Omni o f"its responsibility to account
to the petitioner, ie. National Indemnity Co., and its reinsurers for
any future salvage or subrogation recoveries which Omni may
receive on behalf of National Indemnity or its reinsurers," the
document says.

National Indemnity acted as the fronting insurer for Omni Avia-
tion, a managing general agent writing hull/liability policies for
small and older aircraft, preceding Bellefonte Insurance Co. Belle-
fonte recently won a restraining order against Omni in Los Angeles
superior court (BI, March 19).

The total amount awarded to National Indemnity on March 13
was $3,496,025.84. On top o fthat, interest was awarded at 7% simple
interest from Sept. 1, 1975 to March 1, 1979, in the amount of
$856,526.33 and continuing in the amount of $20,393.48 for each
month after March 1, 1979. National Indemnity was also awarded
its costs of the arbitration proceedings.

Meanwhile, Omni chairman Michael S. Eisenstadt and longtime
officer Royce E. Gum each took the 5th Amendment last week
when Bellefonte sought their depositions in court. They cited the
Grand Jury investigation into Omni's affairs for their silence.

And, at Omni's request, the superior court dismissed Omni's
lawsuit against Bellefonte. In that suit, the managing general agent
asked that the former managing agreement between Omni and
Bellefonte be terminated in accordance with the terms ofArticle IX
o fthe agreementorcontinue until June 20, 1979. The suitalso asked
for a restraining order against Bellefonte's managing general
agency agreement with Aviation Office of America.

Tenerife plaintiff takes $25,000
NEW YORK-Although the jury hadn't awarded the son any-

thing, defendants in the Tenerife lawsuit agreed to pay $25,000 to
the son of a man killed in the worst airline disaster in history.

The defendants, KLM, Pan Am, Spanish air control authorities
and Boeing Co., made the settlement to avoid a costly appeal ofthe
jury's decision (BI, Feb. 19). Plaintiffs attorney Aaron J. Broder,
partner with F. Lee Bailey, receives $10,000 of the settlement. The
defendants had originally offered to settle for $80,000 but the plain-
tiff, suing for $5 million, bargained for a $275,000 settlement.
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Carter asks for health benefit standards
By JERRY GEISEL Finance Committee (Sen Long) Edward Kennedy (D-Mass ) said than adding major new spending The odds of any bill going through

can't get his own committee to he was "seriously disappointed" programs, according to NAM are sllm and by proposing a more
WASHINGTON-The first pass his own catastrophic bill for with the proposal, charging that spokesman Bob Bohan limited bill the Carter Administra-

phase of the Carter Administra- eight consecutive years the ad- the administration "is attemptmg Blue Cross/Blue Shield had no tion is trying to chip away at those
tion's national health insurance mlnlstratlon doesn't have a whole to lead the country down to piece- official comment A spokeswoman odds, Mr Golbeck added
plan will include the establish- lot more better odds " meal health reform that has failed noted that the Carter plan is "so Mr Califano, while reaffirming
ment of minimum mandatory stan- "It is going to be real tough to get in the past " Mr Kennedy said he shallow and vague that there isn't the administration's commitment
dards for group health insurance anything hke this through," said a will introduce a far more compre- much we can say now " to eventually provide a universal
progranns spokesman for the Health Insur- hensive plan next month nabonal health insurance plan,

These standards will cover hos- ance Assn of America "It is going AFL-CIO president George Although President Carter drew said a "substantial first step is all
pital and physician services, x- to be a real struggle," he added, Meany labeled the Carter plan fire from Sen Kennedy and the we can prudently ask
rays, laboratory tests and a wide noting that the mood in Congress "vague and meager," which for"all AFL-CIO for only proposing a hm- After talking with key congres-
range of out-patient services, said is more toward pruning the federal practical purposes abandons the ited plan, other observers gave the sional leaders, Mr Califano said
Health, Education and Welfare sec- budget rather than adding major president's commitment" to give administration high marks for not the overwhelming sentiment
retary Joseph Callfano, who out- new programs all Americans health insurance advocatmg that national health in- among legislators is that Congress
hned the plan late last month protection surance be enacted in one swoop "can't and won't digest a complete

Employers would be expected to The Carter plan quickly came The National Assn of Manufac- "The Administration is being national health plan is one bite "
pay at least 75% ofthe health msur- under fire from both traditional turers said the priority of the fed- correct and absolutely reasonable The first phase of the plan gener-
ance premium for employes in proponents and opponents of na. eral government should be in saying that you can't do every- ally follows the outline President
their group plan, employes could tional health insurance Sen directed at slashing costs rather thing at once," said Mr Goldbeck Carter unveiled last summer .
negotiate to pay less than 25% of
the premium

For those individuals not cov-

ered under an employer sponsored Self-funded benefit boom draws concern
plan and who do not quallfy for a
federal health plan such as Medi- By MARY ELLEN McKEE bearing his name. The Brougher McClenny and Mr Turner of $50,000 to $100,000, no less than 50
care, the federal government Agency has expanded to 25 em- Northwestern National is that lives and use administrators Em-
would guarantee their right to pur- CHICAGO-More medium sized ployes from 10, to 15,000 sq ft of ERISA gave self-funding a cloak of ployers Re approves
chase health insurance coverage at employers each year are self- office space from 5,000 sq ft and to respectability since there are no The Brougher Agency takes a
a "reasonable cost," Mr Califano funding their employe benefits to 800 stop-loss insurance clients special regulations over it carefullookattheemployeprofile,
said trim health care costs, but insurers from 80 since 1977 "And finally, the employer is di- with special attention to the high

and third-party administrators fear The Brougher Agency is not the rectly involved in every aspect of average age For example, ifthein-
The first phase plan would not some employers Jump into it with- only stop-loss insurance providers the employe benefit program-he dustry is top heavy with older peo-

require any additional employer out all o f the facts experiencing "phenomenal" designs, pays for, implements and ple then self-insurance is "defini-
payroll taxes, but would be fi- "A lot of people mlsrepresent growth in this area Lockwood, controls it," noted Mr McClenny tely not the answer" to that
nanced by general revenues, Mr self-insurance as the 'messlah' of Dipple & Green experienced a 25% He gets to see where his dollars are company's employe benefit cost
Callfano said rising health care costs in the em- growth in stop-loss business in going and then can devise ways to control. And if the company em-

The total cost ofthe first phase of ploye benefits field," says Steven 1978 Employers Reinsurance trim costs while maintaining a ploys many diabetics, former or
national health insurance would Lockwood, of the brokerage firm Corp, Northwestern National Life high benefit level potential cancer patients, self-
be between $10 billion and $15 bil- of Lockwood, Dipple & Green Insurance Co o f Minneapohs and insuring is not advisable
hon and coverage would not begm Self-insurance should be sold as Safeco Insurance Cos doubled This intensive surge in stop-loss To curb the potential for employ-
until October 1982 The full details exactly what it is- funding alter- their stop-loss insurance volume insurance activity among medium ers to Jump blindly into self-
o f the plan are not expected to be native for employe benefits, Mr. last year sized companies could cause head- funding and to prevent agents or
unveiled until later this spring Lockwood stated emphatically. All of the stop-loss insurance aches in the future if caution is not brokers from pushing self-

The chances of the Carter Ad- "Smee the idea ofself-insurance is providers contacted by Buszness "the rule ofthumb" today, claims a insurance on employers who won't
ministration gainmgcongression- catching on with medium sized Insurance said most ofthe 1978 seniorvpofamalorhfemsurance beable tobear the cost of claims a
al approval for the first phase legis- and sometimes unsophisticated stop-loss Insurance business came company which markets stop-loss few years down the line or don't
lation are slim A similar proposal employers so quickly, it is more from employer groups ranging insurance need it, Mr Brougher has put to-
pushed in the last four sessions of important than ever that the bro- from 50 to 800 lives This dictates that the broker and gether a seminar on self-funding
Congress by Sen Russell Long (D- ker, insurance company or third- Several factors are contributing insurance company look for cer- employe benefits for groups com-
La ), chairman of the Senate Fi- party administrator make sure the to this rapid growth ofself-funding tain characteristics in the self- prised of 25 to 30 people
nance Committee, has gone down employer totally understands how among medium sized companies, funding candidate, according to The seminar is designed to ex-
m defeat every time self-insurance works," Mr Lock- according to Myron L McClenny, Sandra L Ruder of Employers plain self-funding at its most sim-

"The history ofcatastrophic pro- wood added manager of large group trusts at Reinsurance Corp phfied level
posals in committee is pretty dis- Safeco "Inflation is one, but con- A good self-insurance candidate Northwestern National Life is

mal," observed Willis Goldbeck, The popularity of self-funding sumerism is also a ma]or factor be- at Employers Re must be finan- also trying to "put something to-
director of the Washington Bum- employe benefits 15 undeniable, cause many employers feel they cially stable, have greater than gether" to cut down on employers
ness Group on Health "Theoreti- according to Jeff Brougher, presi- can do a better Job themselves " $100,000 in expected losses annu- Jumping into self-funding without
cally, if the chairman ofthe Senate dent of a Lloyd's broking agency Another factor according to Mr ally, an aggregate stop-loss of a sound financial base

the benefit beat

Life, disabiiity increases cost Schaefer $60,000
Life insurance, major medical and disabillty benefits were negotiabons Yearly premiums for basic coverage are $21 60 for individ-

increased as part ofa three-year agreement reached between Under the expanded benefit plan, the schedule for proce- uals and $43 20 for a family The comprehensive plan costs
Preferred Distributing Corp and Local 46 of the Interna- dures to be reimbursed was 25% higher at a monthly pre- $49 20 for individuals and $9840 a year for family
tional Brotherhood of Teamsters Preferred Distributing is mium of $1460 per employe compared with $12 68 per
the metropolitan New York sales and debvery arm off &M employe with GHI Under the revised benefit schedule, es- Dental insurance updateSchaefer Brewing Co sentially the same with GHI for the past three years but

Under theagreement, which covers approximately 500em- covering 274 procedures instead of 88, the county will pay Approximately 55 milhon Americans are covered by dental
ployes, life insurance benefits will rise to $12,000 from $6,000 $12 25 per employe per month care plans and that number is expected to climb to 60 million
per employe dunng the first year o f contract, to $13,000 dur- The only annual maximum on benefit payments.is a $750 by 1980, according to the American Dental Assn.
ing the second year to $14,000 during the third year Mor cap on orthodontia benefits Much of the growth of dental prepayment plans is the
medical maximums have been increased to $50,000 from direct result of collective bargaining agreements struck by
$10,000 However, the major medical coverage is voluntary New in-house dental plan unions dunng the past 10 years
since employes can elect coverage through Group Health Over 3 million people including retirees are covered under
Insurers or Health Insurance Plan of GreaterNew York Life R J Reynolds Inc maintains the first corporate-sponsored the United Auto Workers/Auto Manufacturers dental benefit
insurance and major medical coverages are written by Mas- dental care center for its employes first negotiated in 1974 In 1975 the United Steelworkers
sachusetts Mutual Life Insurance Co The pioneer in developing an HMO for its employes followed suit with a similar dental benefit covering 1 5 mil-

Weekly disabihty payments will rise to $95 from $75 during opened the 47,000 square-foot dental center last summer to lion people, notes a fact sheet, which is based on 1977
the first year ofthe contract, to $105 during the second year provide prepaid care A staff of more than 150 is now serving estimates from the Department of HEW, Health Insurance
and to $115 during the third year CNA writes the disabillty 36,000 employes and their dependents Treatment is pro- Assn of America, Delta Dental Plans Assn and Blue Cross
coverage The benefit improvements will cost Preferred Dis- vided at no cost to regular, full time employes A $7 monthly and Blue Shield Assn
tribution about $10 per month per employe, a Schaefer fee will cover all immediate dependents The AT&T Bell System companies and Western Electric
spokesman said The company pays the entire cost ofbene- Primary coverage provided at the Winston-Salem Dental provide a more hmited plan covering over 3 million people
fits Care Plan includes examinations, fluoride treatments, clean- including retirees and about 15 million railroad workers are

ing, fillings, extractions,· root canals, dentures, oral surgery covered under that contract.

New dental insurer and dental hygiene education Between 300,000 to 200,000 letter carners, Union Carbide

employes, E I. duPont employes and Eastman Kodak em-
Nassau County moved its group dental insurance plan for ployes are covered undera dental plan which provides cover-19,000 employes to Connecticut General Life Insurance Co Ca nadian lega 1 plans age for the employe, any dependents and retirees

from Group Health Inc for expanded benefits at a lower Prepaid legal insurance plans are not selling well in Can-
price and the hopes of better claims control and quickerturn ada, but one insurance company trying to market the idea is Bendlt Beat keeps nsk managers and emptove beneflt
around Optimistic it Will eventually catch on managers abreast of changes in plans around the country as

Now the county will pay less for dental insurance for its Co-op Fire & Casualty Ltd of Regina, Saskatchewan han- well as other important developments We'd like to know zf
employes and will have all claims computerized. But the dlesthe only pre-paid legal group insurance planoperatingin you've madeant, changes or know ofanv signdicant develop-
benefits won't be expanded because the Civil Service Em- Canada. It covers 25 of the 450-member United Grain ments. Write Kathryn J. Mcintyre, Business Insurance, 740 N.

----
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N.D. business claims victory over tort reform veto
By JERRY GEISEL

BISMARK-North Dakotalegis-
lators staved off a last-ditch effort

to scuttle a recently passed com-
prehensive product liability bill by
narrowly overriding the gover-

nor's surprise veto of the proposal.
Business lobbyists were jubi-

lant at the successful override of

Gov. Arthur Link's stunning veto.
"This is a major victory for the
business community," said Elmer
Klipstein of the North Dakota
Product Liability Council in Bis-
mark.

But consumer groups expressed
grave disappointment at the veto
override. "Legislators have done a
great disservice to the consumers
of North Dakota," said Susan
Rester, project attorney for the
Consumer Public Utility Project.
"As a result of this action, con-

sumers will be deprived of their
right to sue in many instances."

The governor's veto assumed a
significance that extended beyond
North Dakota. Business leaders
were concerned thatifthe veto had

not been overridden, the drive to-
ward tort reform would have been

seriously slowed.

Furthermore, the veto signified
that the Commerce Department

model product liability bill (BI,
Jan. 22) may finally be having an
effect at the state level. Gov. Link

referred specifically to the model
bill, which is designed for state
adoption, in saying he agreed with
the Commerce recommendation

that state legislatures should not
be passing widely differing pro-
posals and should stick with a uni-
form bill.

Gov. Link's veto, which touched

off a furious scrabble by consumer
and business lobbyists to line ug
support for their respective posi-
tions, marked the second time in
about a year that a governor has
tried to kill a product liability bill
with a veto. Last year, Connecticit
Gov. Ella Grasso successfully ve-
tced a sweeping prcduct liability
rn€asure.

In his four-page veto message,

Gov. Link said he opposed the bill
CH.B. 1075: because its passage
would "unreasonably curtail" the
rights ofconsumers without giving
manufacturers the "hoped-for re-
lieS' from high product liability in-
surance pr€miums.

But Mr. Klipstein of the North
Dakota Prcduct Liability CouncE

said passage ofthe bill, which goes
into effect July 1, will give state
manufacturers greater negotiating
power with their insurers since

their exposures will now be more
limited.

One of Gov. Link's major objec-
tions to the bill involved a provi-
sion :hat would absolve a manufac-

turer from liability if a "substantial
contributing cause ofthe irrury was
product alteration by tie user."

MI. Link noted this provis-on

would further muddr the liabili:y
waters. It "will tale many · Su-
preme Court cases 10 determine
what is meant by a -substan:ial
contributing cause; ' he said.

The governor also cbjected to an-
other key provision in the bill that
would g.ve businesses a stronger
defense if their products were
made in conformity with govern-
men: s:andar(is: "Government
standard s are often m rimum stan-

dards, usuallynot even des.gned :o
cover questions of safety.'

Liability retention 
is growing more common.

J&Hstresses 
acommon-sense approach.

Most corporations currently retain some
dollar level of risk themselves. Properly designed
programs built on self-retention definitely lower
insurance costs. However,· the amount of risk the
corporation chooses to retain can determine how
underwriters react to the rest of the plan.

Many variables have to be considered in
determining an appropriate figure.'Ib pinpoint the
amount, sophisticated techniques such as "Monte
Carlo" analysis and Multiple Regression analysis
often are used.

As important as these approaches may
be, Johnson & Higgins feels they should not over-
shadow the common-sense basic of Loss Control.

The cumulative effect of multiple losses within the
retention range could easily eliminate the savings
originally achieved.

Loss control is true cost control more

than evertoday That is why J&H maintainsastaff
of Loss Control Specialists whose number, quality
and experience assure you of the cost-effectiveness
youreompany needs.

If you are wrestling with risk retention
and the dollars aren't making enough sense, why
nottalk common sense with J&H?

Johnson*Higgins
The private insurance broker A Mmup of J&H specia ists in Liability retention at a product testing

We answer only to you Rear: Brooke N. Williams, Charlotte; John A. Tifft, HI, Philadelphia.
laboratory. Front: Patricia M. Alexander,New Orleans.

RISK AND INSURANCE MANAGEMENT SERVICES, EMPLOYEE BENEFIT AND ACTUARIALCONSU_TING THROUGF-OUI THE WORLD

One business lobbyist conceded
that the language in the section on
compliance with government stan- -
dards may have been worded too
broadly and that some effort may

be made to tighten it.

Ms. Rester charged that a sec-

tion in the bill that requires injured
plaintiffs to ask for "reasonable

damages" instead ofa specific dol-
lar amountifthey are seeking more
than $50,000 in damages is clearly
unconstitutional and will be over-

turned by the state supreme court.
While controversy was raging in

North Dakota, Arkansas quietly
passed a compromise product lia-

bility bill (S.B. 475) that most signi-
ficantly requires suits to be filed
within three years of the time of
injury. Arkansas Gov. Bill Clinton
signed the bill late last month.

South Dakota gave final ap-
proval to legislation (S.B. 67) that
generally removes wholesalers
and retailers from product liability
suits.

Furthermore, the bill would bar
plaintiffs from introducing as evi-
dence in a trial information about

design changes that a manufac-
turer later introduced in making
the product.

"Thebillisnotthewholeanswer,
but another step in the right direc-
tion," said Jim Cope, president of
Morgan Manufacturing Co. in
Yankton. Last year, South Dakota
enacted legislation that requires
suits to be filed no later than six

years after the time a product was
delivered to the first user.

In North Carolina, the senate ap-
proved on a 35-13 vote legislation
that limits manufacturers' liability

- to 10 years from the time a product
was made, or six years from the
date of sale. The house has not yet
acted on the measure. i

IRA tax brea k

bills pending
in Congress

WASHINGTON-Two more

bills that would permit tax deduc-
tions for individual contributions
toward retirement benefits are in

the Congressional hopper.
Sen. Robert Dole (R-Kan.) and

Sen. Gaylord Nelson (D-Wis.) have
introduced legislation (S. 75) that
would allow employes to deduct
10% of their income or $1,000,
whichever is less, forcontributions
into a corporate pension plan, an
individual retirement account

CIRA) or a combination of the two.
Under current tax law, employes

are not given tax deductions for
contributions into a corporate pen-
sion plan. In addition, employes
covered under corporate pension
plans have not been allowed to set
up their own IRAs.

Sen. Dole (R-Kan.) introduced

similar legislation last year, but the
bill died in a House-Senate confer-

ence committee, a victim o f heavy
Administration opposition. The
Treasury Department fears that al-
lowing tax deductions for pension
plan contributions could result in a

major loss of revenue.
In addition, Sen. Lloyd Bentsen

(D-Texas) introduced legislation
(S. 557) that would allow employes
to deduct up to $1,500 from their
taxes for contributions to a corpo-
rate pension plan, an IRA or a com-
bination ofthe two.

Sen. Bentsen said his proposal
"will provide greater retirement
security for groups of employes-
such as engineers and scientists-
whodonotremainwithacompany
long enough to meet pension plan
vesting requirements."

Hearings will be held this month
on both bills. •



Arecord bridge for
OldMan River.

Illustration courtesy Frankland and Lienhard, Consulting Engineers.

At 1,222 feet, the main span of the

new Mississippi River Bridge
near New Orleans will be the

longest cable-stayed bridge span
in the Western Hemisphere.

This immense structure, more than

two miles long, will soar to a
height of 133 feet over the
navigation channel. It will be
poised on six piers that, alone,
cost over 42 million dollars. The

main pier is the largest ever

placed in the Mississippi...a giant
201 x 84 foot caisson that was

sunk through 90 feet of water to
penetrate another 100 feet
into the riverbed.

Pier construction on such a

massive scale - battling scouring
currents, bad weather, and

heavy river traffic-called for the
utmost in construction skill. That's

where joint-venture contractors
Massman Construction Co. and Al

Johnson Construction Co. came

in. Putting together the builder's risk
insurance coverage called for an

insurer with plenty of capacity,
a thorough understanding of
construction problems, and

willingnessto get totally involved.

Our
Builder 's

Risk
Coverage

helped
span the

gap.

AWausau Story from

That's where we came in.

Whatever business insurance

you're looking for- builder's risk,

other property insurance, worker's

compensation or just about any
business coverage you can name-

you'll find that we're the people
who know business insurance like

nobody else in the business.

the Partnership People

®

EMPLOYERS INSURANCE OF WAUSAU, Wausau, Wisconsin



JOHNSTON, R.I.-Despite
more than $20 million in losses
during 1978 resulting from
weather-related roof collapses, a
named peril covered at no addi-
tional cost to policyholders, Allen-
dale Mutual Insurance Co. "does

not contemplate eliminating this
coverage," a corporate spokesman
said.

Allendale Mutual reported a
$20.2 million loss for fiscal 1978

compared with net income of$7.6
million the previous year. Losses
rose to $235.6 million in 1978 from
$204.8 million the previous year.
However, policyholders surplus

8
h

6/ business insurance, April 2, 1979

$20 million in losses

Free roof-co Ilapse cover
caves in on Allendale

CLOSED

decreased by only 0.5% to $235.8
million in 1978 from $237 millionin
1977.

Weather-related losses, due pri-
marily to severe conditions during
thepasttwowinters, accountedfor
$35 million of the losses. The ma-
jority of this resulted from snow,
ice and water load-caused roof col-
lapses.

In 1978, 98 factories and ware-
houses insured with Allendale suf-

%red roof collapses and an addi-
tidnal 40 roof collapse claims were
made during the first two months
of 1979, prompting Aller.dale

L

chairman William Goodall Jr. to re-

veal that adding free roofcollapse
protection to policies in 1974 "was
the dumbest thing we ever did."

However, the company, the
largestmemberoftheFactory Mu-
tual System, does not intend to
eliminate this coverage, said Harri-
son H. Goff, vp-corporate rela-
tions. Moreover, Allendale doesn't
plan to change its pricing struc-
ture, he added.

"We're not an in-and-outer," Mr.
Goff said. Allendale has added all

kinds of coverages to its policies

over the past 50 years anditisdiffi-
cult to judge a risk by a two or

three-year period, he continued.
"Our researchers said (roof col-

lapse) wouldn't produce the kind
of losses it has, but even the best
underwriting couldn't predict the
kind of shift in the weather we

have had," Mr. Goff said.

Allendale expects that offering
the roof collapse coverage will be
the correct decision over the long
run, he added. m

a

Don't be shut out. We have the markets

for the excess coverages you need.
Not all brokers know the excess and surplus market
and the reinsurance market. If yours doesn't, you
may end up paying excess rates for your insurance

protection. And that's bad because it's unneces-
sary. The answer to your problem is

most probably a rnore knowledgeable
broker. Arthur J. Gallagher has special-
ized in self insurance and E&S cover-

®

ARTHUR J. GALLAGHER & CO.
Gould Center, Golf Road, Rolling Meadows, Illinois 60008 • Phone 312/640-8500

• An International Organization Providing Excess Coverages and All Related Services for Self Insurers
• Brokers for Commercial, Ind Jstrial and Institutional Insurance Programs

CLOSED

Sasse probe continues;

broker sues U.S. agent
By JOHN MILLER

LONDON-Efforts to solve the

multimillion dollar puzzle of the
loss-hit Sasse syndicaee No. 762 at
Lloyd's whose 110 members face
calls of more than $27 million over
large-scale U.S. fire risks and other
claims are now being made by
leading Lloyd's underwriter

Stephen Merrett.
He heads the well-known Mer-

rett Dixey syndicate, which has
taken over management of Sasse's
affairs at the behest ofLloyd's, and
admits that he has a tremendous
task ahead of him.

There are three areas where the

Sasse syndicate seems to have
made mistakes: U.S. fireriskshave

j

1 '14

ages for more than :wenty years. You're not tied-
down to any one source. Our placements are the
most economical and realistic possible. And we'11
be glad to prove itto you. No matter what the nature

of your self insurance plan you won't be
shut out of E&S with Gallagher! We

invite you to consult us. There is

absolurely no obligation:

cost it $16 million, while Canadian
fire risks ran up a $5.2 million to $6
million loss. Finally, U.S. com-
puter leasing cover has cost the
syndicate $6 million.

This computer business is tiny
compared with the overall U.K.
market loss on computer leasing
risks, which were placed as a spe-
cial contingency line of business
two or three years ago and are now
likely to run out at a $220 million
blow to all the syndicates which
judged this field wrongly.

The latest problem is the discov-
ery that Sasse over-wrote its pre-
mium limits so heavily in both 1976
and 1977 that Lloyd's authorities
are baffled how itmanaged to do so
without being caught.

During both years it is recorded
as writing $20 million of business
each time when its ceiling should
have been around $8 million.
Lloyd's internal rules limit pre-
mium writing to roughly 10 times
the amount actually deposited by a
syndicate's members in its pre-
mium fund.

The syndicate was largely under
the control of Frederick H. Sasse,
an underwriting member of
Lloyd's since 1951.

London brokers Brentnall Beard

have also started litigation against
the Den-Har underwriting syndi-
cate o f Florida which wrote much

of the U.S. business for Sasse.

Brentnall Beard, Lloyd's bro-
kers on both the U.S. and Canadian

fire risk activities and who played a
part in arranging the Sasse deal,
alleges that $660,000 worth of pre-
miums were misappropriated by
Dennis Harrison, a former London
insurance man who ran Den-Har,
or by his associates. The writ has
been issued in Florida on behalf of

the Brentnall Beard group, which
also names Richard Mamarella, an-
other U.S. insurance man.

Executives of Brentnall Beard in

London told Business Insurance
that premium income totaling
$358,100 which should have

reached them in the U.K. was ap-
parently spent on real estate pur-
chases in the U.S. and the other

$301,116 was put into the First
Curacao International Bank.

They claim that Den-Har or its
associates bought a share in Auntie
Flora's Health Food Store in Flor-

ida, and also in Piccadilly Records,
Florida, and in L'Elegante Haute
Coiffurein Florida. Sofartherehas

been no response by Mr. Harrison.

Lloyd's has pointed out that
when Mr. Merrett, who is one ofthe

market's most experienced under-
writers, assumed responsibility
with its approval for managing the
Sasse syndicate's affairs last May,
the only serious problems known
at that time related to Den-Har and

the I.R.B, reinsurance scheme.

Regular audits by Lloyd's failed
to reveal the full extent of Sasse's

premium activities.
The calls upon Sasse's members

may ultimately have been made
worse by this aggravated premium
writing, Mr. Merrett believes. "I
think there is force in the argument
that to some extent there ought to
be a contribution from the rest of

the Lloyd's community towards
each individual member's losses if

the system set up by Lloyd's to
monitor their funds failed on this

occasion," Mr. Merrett said.

Lloyd's has reacted cautiously to
this approach. Traditionally bad
underwriting-is thought to be a
matter ofjudgment for individual

syndicates rather than the respon-
sibility o f the whole market

All valid claims in the U.S. and

Canada have been met, or will be

fully settled, by Sasse. .
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A year of further improvements
in profits and capital base "

co tin  Sir Francis Sand,/ands, Chairman.

t,

The Board announces audited profits
for 1978 of £142.2m before tax (1977£99.8m).

Net profits (attributable to shareholders)
amount to £87.8m (1977£67.6mj representing
earnings per share of 21.37p compared with
19.4Op in 1977.

A final dividend of 5.673p per ordinary
share is recommended to be paid on 17 May
1979, which gives a total for the year of8.536p.
This represents an increase of 10.54% over the
previous year.

Extracts from the Chairman's Review and
Directors' Report for 1978

Our objectives during 1978 were again to
increase profitability, add to our capital base
and reduce borrowings. The marked
improvement in our trading results for the year
and a stronger balance sheet confirm that these
objectives have been met.

Underwriting was restored to profitability
in 1978 with a protit of £2.9m compared with a
loss of £20.9min 1977. There was an
improvement in all our major territories except
Australia although the Netherlands, like
Australia, produced an underwriting loss. 1978
was an unusually bad year for extreme
weather losses, particularly in the United
Kingdom and the United States, and results
reflect a net release of £2.4m from the extreme
weather provision. Marine and aviation
business written in the London market made an
excellent profit of £5.lm (1977 loss £1.9m).

World-wide non-life premium income
showed only a very small increase in sterling
terms but after allowing for the effect of' changes
in rates of exchange, there was a growihin
premium income ot 5.5%.

Life profits were higher at £15.Om
compared with £14.2m in 1977.

Investment income at £143.3m showed an
increase of 12%. After allowing for the effects
of changes in rates of exchange, the acquisition
of Estates House Investment Trust Limited and
the rights issue in 1977, the underlying increase
was 10%.

Shareholders' funds at 31 December 1978
totalled £647m (1977£583m) and were 59%
(197754%)of non-life premiums.

The cost of total dividends for 1978
including preference dividends will amount to
£35.lm, leaving £52.7m to be transferred to
retained profits and reserves.

TERRITORIES
United Kingdom

The improvement in UK fire and accident
underwriting in 1977 continued during 1978 and
resulted in a profit of £3.8m compared with a
loss of £1.7m in 1977.

Fire wastage throughout the country
increased by over 18% compared with the
previous year and arson remained a problem,
but, in spite of this, there was severe
competition for industrial fire business.

Accident business in total improved
considerably, partly due to the eli'ect of the
lower rate of infiation on the cost of claims.
The private motor account was marginally
profitable following premium rate increases in
June 1978 and the remainder of the accident
account again produced a profit.

Life profits in the UK amounted to £5.7m
(1977£5.Bm). A valuation ofthe Commercial

4 Union Life Fund as at 31 December 1978 is
being carried out and profits attributable to

shareholders will be released equally in the
years 1979, 1980 and 1981. It is expected that
£2m will be released for each of the three years
compared with £1.5m for each of the three years
following the valuation at the end of 1975.
United States

The underwriting profit increased to £7.7m
in 1978 (1977£3.3m). Investment income was
also higher at £44.Bm (1977£40.Om),

The continuing general improvement in
results throughout the US insurance industry
was due to a healthier price structure
established over the past two years and to the
absence of major hurricane losses. The
operating ratio on a statutory basis was 98.5%
(197798.2%) Bearing in mind that severe
storms adversely affected the statutory results,
particularly in the early part of the year, and
that weather losses generally, in spite of the
absence of major hurricanes, were the highest for
many years, we consider this to be a satisfactory
result.

Subsequent to 31 December 1978, the sale
of our Boston building to the Prudential
Insurance Company of America for 577m was
completed and the mortgage on the building of
543m has been discharged.

Australia

Underwriting results deteriorated to show
a loss of £1.7m following a profit of £0.4m in
1977. Investment income amounted to £7.9m
compared with £7.8m in 1977.

Premium income

0

Sources of short-term
premium income 1978

United Kingdom
United States.

Netherlands .

Canada„

Australia.

Rest of World_

A throughout the world.

Competition for business was most
severe and at times irresponsible. This was
aggravated by over-capacity in the market
which led to price cutting and unstable market
conditions.

Canada

A small underwriting profit of £0.lin
(1977£0.lm) was again made and investment
income totalled £8.2m compared with £8.5m in
1977. After allowing for the effect of changes in
rates of exchange investment income increased
by approximately 12%.

In Quebec motor third party bodily injury
insurance was taken over by the provincial
government and the loss of business was
approximately £5m. Even so a 3% premium
growth for the year was achieved in local
currency.

Netherlands

Our subsidiary Delta.Lloyd showed an
improved underwriting result with a loss of
£11.4m compared with £15.6m in 1977.
Investment income rose to £19.Bm (1977 £16.Sm).
Life profits increased to £8.Om (1977£7.Om).
Remainder

The following areas together produced an
underwriting profit of £4.4m (19772085 £7.4m):

1978 1977

£m £m
Western Europe

(excluding Netherlands) ... __. (3.3) (4.3)

Other overseas . 1.0 2.0

Republic of Ireland .. (0.3) (0.9)
London Marine. 5.1 (1.9)
Reinsurance - 1.9 (2.3)

-47 (7_dj
--

RESULTS IN BRIEF
1978

$m

2,245.4

Investment income.
Life profits.                                                                                                                       ........
Underwriting result.
Loaninterest

Profit before tax ........
Taxation and minorities..

Profit attributable to shareholders

Earnings per share

Shareholders' funds

292.3
30.6

5.9

(38.8)

290.0

110.9

179.1

43.6c

$1,319.9m

The ag, res shown aim·e were annount·ed in 1# ndan in pounds sterling and *·e
been conrerted to US dollars at the rates of exchange prevailing at therlose of the years
reportd.which werein 197$. 20·landin 19;7.1.92.

1977

$111

2,059.2

191.6

61.8

129.8

245.2
27.2

(40.1)
(40.7)

37.3c

$1,119.4m

%

.16

7

5

100

9. ,
On 8 February 1979 it was announced that

agreement in principle had been reached
between Gold Fields of South Africa Limited
and Commercial Union in terms of which the
Gold Fields Group in South Africa would
acquire from the Company 30% of the equity
capital of Commercial Union of South Africa
Limited (CUSA). In addition on 8 March 1979
it was announced that the Company would
offer for sale to the South African investing
public 25°o of CUSA's share capital and obtain
a listing of CUSA's shares on the Johannesburg
Stock Exchange.

FINANCIAL
Increase in Authorised Share Capital

Excluding the issued preference shares, the
Company's present authorised capital is
433 million shares of 25p each, of which
21.96 million shares or 5% remains unissued.

The Board consider that this percentage
is low and they propose at the Annual General
Meeting to seek an increase in authorised share
capital i'rom £11Om to £120m by the creation of
an additional 40 million shares of 25p each,
which would result in 61.96 million shares or
13.1% of the then authorised capital of 25p
shares being un:ssued.

The increase is proposed solely to ensure
that the Company has an adequate margin of
share capital at its disposal. There is no present
intention of issuing any shares and, in
accordance with Stock Exchange regulations,
the Board would seek the prior approval of
shareholders in general meeting if any future
issue of shares would effectively change the
control of the Company or the nature of its
business.

Borrowings

During the year our non-life borrowings
were reduced by £21.lm to £214.2m and the debt
to equity ratio (borrowings expressed as a
percentage of shareholders' funds) from40.3% to
33.1%.

CONCLUSION

The last three years have been a period of
recovery and consolidation in which our
pre-tax profits have trebled but there has been
only a modest increase in our premium income.
A deliberate restriction of growth was, in fact, a
necessary element in our plan for recover>·
during its earlier stages, but the strengthening
of our solvency margin made it possible for us
to seek a rather greater rate of increase in our
business in 1978. In this we were not as
successful as we would have wished, due to the
generally low level of economic activity in most
countries and intense competition for better
quality business. Pruaent growth remains,
however, one of our objectives for 1979.

.-I

ill Commercial Union 4-rt,kJ
Assurance Company Limited

Hecid O/tice: St. Helen's, 1 Undershaft, London EC3P 3DQ
Chairman
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Tanker study

Record 1978 oil spills
in wake of Amoco Cadiz

NEW YORK-A record 260,488
tons of oil were lost in accidental

spills from tankers during 1978, ac-
cording to figures released by the
Tanker Advisory Center Inc.

In addition, tankers suffered
high death and injury losses dur-
ing the year, with most occurring
during the fourth quarter. How-
ever, the number of ships involved
in partial and total losses was well
below the previous five years, with
16.6% of the world fleet of 4,137
vessels involved.

Of the 260,488 tons of oil lost at
sea, 228,000 tons were lost from a

single ship, the Liberian-flag

Nationwide uncomplicates
complicated

grotip insurance.

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

Nationwide can do it because we

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

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

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

Stop Loss Provision (after deductible

is satisfied). And our Excess Interest

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

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

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

 NATIONWIDEINSURANCE
Nationwide is on your side

Nationwide Life Insurance Company.
An equal opportunity employen

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

Nationwide Insurance. One Nationwide Plaza, Columbus. OH 43216

Please give me detailed information on Nationwides Group
Insurance Plans.

Name

Company Namp

Addresq

City

Statp

County__

Zip
8#2

Amoco Cadiz, which broke up off
the coast o f France in March, 1978.

According to the Tanker Advisory
Center, oil spillage has increased
every year since 1974.

That year 67,115 tons were
spilled. There were 188,042 tons
lost in 1975, 204,235 tons lost in
1976 and 213,080 tons lost in 1977.

The 148 deaths and 109 injuries

in tanker incidents during 1978
were up over the 113 deaths and
109 injuries reported for 1977. The
greatest part ofthe losses occurred
during the fourth quarter of 1978,
when 119 were killed and 88 in-
jured.

During that quarter, 76 were
killed and 88 injured when a boiler
exploded on board the Spyros, a
Liberian ship undergoing repairs
at a shipyard in Singapore, and 31
lives were lost when the Feoso

Sun, a Panamanian registered ship
suffered an explosion in the Philip-
pines.

Fires and explosions accounted
for 126 fatalities aboard tankers

during 1978. Fifteen deaths result-
ed from collisions and seven were

due to miscellaneous causes.

During the year 18 ships were de-
clared total losses. Fires and explo-
sions accounted for eight total

losses, strandings for seven, colli-
sions for one and miscellaneous

causes for two total losses.

The number of partial and total

losses during the year totaled 685,
down sharply from the 834 re-

ported during 1977. Of these, 175
were caused by contact with fixed
objects or while at anchor, 147

were caused by machinery dam-
age, 60 by strandings, 52 by colli-

sions, 50 by weather damage, 46 by
fires and explosions and 155 by
miscellaneous causes.

Vessels in the 20-ton to 99-ton

classes suffered greater than aver-
age number of incidents. Tank-
ers built between 1956 and

1970 and between 1976 and 1977

had loss rates that equalled or ex-
ceeded the average.

These fleuts had loss rates ex-

ceeding the world average: Greece,
96 of350 ships for a 27.4%loss rate;
United Kingdom, 87 of 334 ships
for a 26% loss rate; United States,
76 of 302 ships for a 25.2%loss rate;
Panama, 33 of 170 ships for a 19.4%
loss rate, and Liberia, 187 of 968
ships for a 19.3% loss rate.

With the exception ofthe United
States, the loss rates for these fleets
were improved over the average
for 1974-1977. For that period the
Greek fleet averaged a 47.2% loss
rate, U.K. averaged a 34.3% loss
rate, Liberia averaged a 33.1% loss
rate and Panama averaged a 23.7%
loss rate. The average loss rate for
the United States during that pe-
riod was 18.9%. .

Treatise details

product liability
YARMOUTH, Nova Scotia-A

25,000-word treatise on "Products ,
Liability in Canada 1932-1978" is
available from Dunhill Publica-

tions of Canada.

Written by attorney James D.
Reardon, the treatise discusses the

development of the law of product
liability in Canada and the courts'
reasoning and judgments in the
leading cases.

This publication can be ordered
at $25 each or $15 each for three or
more by writing Dunhill Research
& Development Ltd., Drawer 637,
Yarmouth, Nova Scotia, Canada
BSA 4B6. •
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Settlements
If someone begins to talk
about utilizing the
Structured Settlements-

approach, make sure they
are one of the people in
this photograph.

Structured Settlements

is a trademark of Walker-

Sullivan Company.* We
developed and have been
successfully applying
Structured Settlements

services since 1973.

Structured Settlements

is a proven, equitable and
cost effective method for

settlement of catastrophic
injury and wrongful death
cases. Our success is based

on thorough knowledge and
experience in creating

innovative benefit programs,
as well as providing on-the-
scene assistance as part of
our comprehensive service.

So, the next time some-

one begins to tell you about
utilizing the Structured
Settlements- approach,
make sure he is one of these

people. Neil Small,
Frank Barker, Ken Wells,

Paul Donlon, Len Blonder,
or Allan White.

Call us for more infor-

mation on the Structured

Settlements" system at
(800) 421-8667.
In California

call (213) 626-1000 or
(415) 829-2221.

Or write:

Structured Settlements"'

*Walker-Sullivan Company,
Insurance Brokers

800 West Sixth Street

Los Angeles, CA 90017

STRUCTURED
SETTLEMENTS ,
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Machine maker deducts premiums paid to captive
By JACK THORNTON

MINSTER, Ohio-Minster Ma-
chine Co., a builder of metalwork-
ing machinery, no longer con-
siders the premiums it pays to its
captive insurance company a tax

burden even though the Internal
Revenue Service supposedly bars·
such deductions.

The Bermuda captive, Machine
Tool Assurance Ltd. (MTAL), pro-
vides Minster's product liability in-
surance-coverage it cannot ob-
tain at any cost from commercial
insurers.

According to financial vp Ray-
mond A. Bergman, the expected
tax problem never occurred. For

three years, the company has de-
ducted its premiums paid to its

captive on its federalincome taxes
"and we have not been chal-

lenged," Mr. Bergman said.

It is not an IRS oversight, either.

"We have been talking with them"
at the IRS, Mr. Bergman added.

Over the years the tax code has

been interpreted as barring deduc-
tions for self-insurance or pre-

miums paid to captives. That
means companies with captives
are· supposed· to pay for coverage
with after-tax dollars, which are ·
worth almost twice as much as the

pretax dollars normally paid to
commercial insurers for such

things as liability coverage.
When Minster encountered the

problem ofsoaring premiums and
restricted coverage in the mid-
197Os; this point was not lost on its
president, Harry Winch. "I submit
to you," he said in 1976,-thatthisis
a lousy way to spend after-tax dol-
lars. This coverage is hellishly ex-
pensive.- It was at that point, Min-
ster decided to deduct for the pre-

miums.

Exactly how expensive, Mr.
Winch won't say because it would
reveal his sales volume, a statistic
which privately owned Minster
jealously guards. The premiums
are "close to 2% of sales."

MTAL covers Minster's product
liability risks up to $2 million with
no deductible, said Mr. Bergman.
The company's umbrella policy
covers any other product liability
losses to $9 million. Underthe pol-
icy in force 1974-76, theprimary in-
surance contained a limit of$1 mil-
lion, Mr. Winch said, and the pre-
mium was one-fifteenth what Min-

ster is now paying.
MTAL, Mr. Bergman said, "pro-

vides us with the basic:core cover-

age for product liability. It is nice
in that there are no deductibles,"
Mr.,Bergman continued, "but we

For

Expertise
and Service...

have to provide our own reserves.
You don't get anything for free."
Neither he nor Mr. Winch would

discuss the amount of reserves,
other than to say MI'AL"is reason-
ably well funded."

He does not think Minster is

"purely" self-insuring a risk.
"They are performing all the func-
tions ofan insurance company," he
said."MTAListakingtherisksand
we are taking the deductions."

Mr. Bergman was unworried by
the recent Carnation Co. court de-

cision that has been viewed as un-

favorable to captives. "The court
went against them (Carnation) on a
very technical point," said

Bergman. "Minster has that cov-
ered," he maintains, but wouldn't
elaborate.

(The Carnation case involved the

practice of "fronting," in which
Carnation's coverage was carried

SeaMcGee
Marine Underwriters Si nce 1887.

Wm. H. McGee & Co.,Inc
Established 1887

111 John Street · New York, N.Y. 10038

Atlanta • Baltimore • Boston · Chicago · Columbus · Dallas • Detroit
Houston • Los Angeles · Montreal · Newark • New Orleans · New York'Regional

Philadelphia · Pittsburgh · San Francisco • Seattle • Toronto · Vancouver

Correspondents Throughout the World

The IRS isn't opposed to
Minster's tax deduction for pre-

miums paid to its captive, says
vp Raymond Bergman.

by an independent firm which
reinsured 95% of its risk with

a Bermuda captive owned by Car-
nation. As a condition set by the
fronting insurer, Carnation

guaranteed additional capitaliza-
tion of its captive, a condition the
tax court objected to.)

Minster's captive covers its risks
in building metal stamping
presses, machine tools which are
involved in a disproportionately

large share o f worker injuries. The
product liability climate is possi-
bly worse for machinery builders
than even for manufacturers of

consumer goods. Insurance com-
panies could not get away from
that business fast enough a few
years back.

In many cases, the real cause of
a worker's injury is employer neg-
ligence, the manufacturers main-
tain. But workers cannot sue their

employers because such suits are
barred by state workers compensa-

tion laws. If an injured employe
feels he is entitled to more com-

pensation than what is in the stat-
utes, he has no choice but to sue

the manufacturer ofthe offending
machine. Those suits rose sharply
in number in the late 1960s and

early 1970s.

Minster lost its product liability
coverage not becauseits record
was bad-it has a good record on
these cases-but because the risks

were so difficult to assess. Minster

has been building presses for dec-
ades and a high percentage ofthem
are still in use. Many have been
modified and speeded up by their
owners, occasionally making them
rnore hazardous.

On the other hand, most of
Minster's presses are for high-
volume production. Rarely are
they hand fed. The vast majority of
press accidents occur to operators
of hand-fed punch presses.

MTAL was created in 1975 by the
Anistics division of Alexander &

Alexander Inc. in New York for a
trade association, the National Ma-
chine Tool Builders Assn.

(NMTBA) in MeLean, Va. Only
Minster was interested so Minster
went with it solo.

MTAL's results? So far so good,
reported Mr. Winch. None of the
claims against Minster since
MTALwascreatedhasledtoeither

a judgmentagainstthecompanyor
an out-of-court settlement, Mr.
Winch reported.

But because of the slowness of

the legal processes and lengthy
statues of limitations·in product li-
ability cases, "You aren't going to
see the realimpact on our reserves
or the performance of MTAL for
another three years," he said.

Minster employs an Aetna Life &
Casualty Co. unit, Aetna Tech, as a
consultant on its coverage. .



-riskillatch
By JOHN MAES

"Cherchez le fence" is thief's motto ,
for art treasures stolen to order i

Corporate risk managers take heed. It's possible your
company is experiencing losses at the hands of an enemy
you know very little about.

So says Marilyn Walsh, a research scientist at the Bat-
telle Memorial Institute in Seattle, Wash., whose job in-
volves extensive study of the crime problem in our soci-
ety. One of her specialties in that area is "the fence," that
vexatious criminal who buys and sells stolen goods, reaps
substantial profits and seldom gets caught.

Ms. Walsh knows quite a bit
about the fence and his art. In

1977 for example, some $4.5 bil-
lion worth of property was stolen
in the United States and it's a safe

bet most of that property was
handled by a fence, she says.

To coin a phrase, that's only the
tip o f the iceberg. There are other
thefts and burglaries yearly in the
U.S. worth untold billions never

reported to police. Again, most of
the stolen property probably
passes through the hands of a :*

fence and is sold at a substantial
Maes

profit, she says.
She has other interesting insights. The fence is usually

insulated from capture because the thief and the burglar
don't want to jeopardize theirsource ofsale when they are
caught and consequently, seldom if ever identify their
fence.

The fence is not necessarily who you think he is. He
could be the local jeweler, gas station attendant, appliance
salesman or antique store operator. Fences usually work
where merchandise is bought or sold.

"They mostly are legitimate business people," said Ms.
Walsh. "The fence is not necessarily the guy standing on
Times Square with watches on his sleeve or one of the
people hanging around bars offering shady deals. Some .
are actually respectable businessmen and their stores are
not fronts, they are businesses in their own right. It's just
that the proprietor may be supplementing his supply with
illegal sources of supply."

As remote as the connection may seem, the fence is the
particular enemy of the risk manager, says Ms. Walsh.
That's because the fence by his very existence encourages
all types of theft, including the internal variety that
plagues corporations, sapping profits and bolstering
losses.

Unfortunately, corporations don't seem to be doing
much about it, she says.

Too often, she says, there's a tendency in companies to
simply write off a 5% loss each year, attribute it to petty
pilferage o f inventories and call it "inventory shrinkage."
That's not a particularly healthy approach because con-
trary to what corporations may think, internal thieves
aren't taking the goods home for their own use but are
selling them to a fence.

"Most thieves are not stealing forthemselves. They want
to convert.it to cash. They're not watching those stolen
television sets, they're selling them," says the researcher.

"The marketing department carries the day and makes
concessions to theft by saying, '5% is OK and if we have
more.we'11 take steps.' But it's not a healthy approach
because companies are setting limits for the limits o ftheft
they'll tolerate, not saying they won't tolerate theft," she
said.

In addition, companies keep inadequate records on sto-
len goods, further aggravating the problem. In police in-
vestigations, it is necessary to prove an item is stolen by
identifying the serial number, something victims are fre-
quently unable to do because they never recorded it.

This, says Ms. Walsh, not only makes it difficult to re-
cover the property, but deprives investigators ofa piece o f
intelligence to establish an "audit trail" which could aid in
the identification o f a fence.

A·few measures·that risk managers might use to deal
with internal thefts and diminish the market forthe fence:

• Crack down on all petty pilferage. Corporations
would probably be astounded to learn thatmostemployes
'taking seemingly harmless small amounts are selling
them to the same few fences.

. Record serial numbers on invoices of items being
shipped. This is where much internal theft occurs. Such
records can help identify a theft and establish the trail.

• Support and encourage anti-fencing programs in local
police departments.

As long as the fence is operating, there's an incentive to
steal.

HMOs target Dallas-Fort Worth
ARLINGTON, Tex.-The

Dallas-Fort Worth area's first

health maintenance organization
(HMO) has opened its doors, beat-
ing to the punch a Kaiser-
Permanente plan . announced last
December but which is still in the

formative stages.

The plan, called Metrocare, will
serve residents mostly in Tarrant
County, the metropolitan Fort

rTI

rEO

Worth area, along with the city of
Grand Prairie, which lies mostly in
adjoining Dallas County.

Metrocare, an independent prac-
tice association, has agreements
with 170 area doctors to handle

members for a $3 charge per office
visit.

Premiums have been set for bill-
ing quarterly, based on charges of
$416.54 a year for families and

FIAAACIAL
GUARDIAn

$150.23 yearly for individuals.
Last December, Kaiser-

Permanente, the nation's largest
prepaid non-governmental health
care delivery plan, and Prudential
Insurance Co.. of America an-

nounced in a joint venture they
would begin operating an HMO to
serve residents ofthemetropolitan
Dallas area by the middle of this

year. The organization recently re-
ceived state approval and has an-
nounced it will begin operations in
June.

... A nAmE TO KnOW
AnD REmEmBER

Insurance Brokerage

(US and Worldwide)

Risk Consulting

Caplve Management

Self-Insurance Administration

Reinsurance intermediary

"At Financial Guardian, we find ways to serve."

OFFICES IN PRINCIPAL CITIES.

CORPORATE HEADQUARTERS:

 FInAnCIAL GUARDIAn InSURAnCE AGEnCY. Inc.
641113100 BROADWAY, KANSAS CITY, Mo.

PHONE 816/561-8630 - TELEX 424148
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N.Y. Life adds free second opinion plan
NEW YORK-The eo.intry's

fourth largest life-insurance cim-
pany, New York Life, has become
the latest-and most celebrated-

participant in a nationwide move
to eliminate unnecessary surgery.

New York Life is offering its
policyholders-at no increase ir.
premiums-a plan whereby i. will
pay up to $100 for second opinions
on non-emergency surgery, plus
80% of any additional exz·ess costs
such as for additional or repeated
tests. The company will also offer
the same deal on third opinions, if
the first two conflict.

The announcement by the Ncw
York-based cc mpany, which has
ccn:idered the plan for a year be-
fore deciding to go ahead with it in
September, was accompanied by
praise and publicity from officials
of :he Department of Health, Edu-
e:-ion and Welfare, who have been
prime movers behind the second-
opinion option.

"This is a step in the right direc-
ucr-," said Leonard Schaeffer, ad-
mir_istrator ofHEW's Health Care

F.nancing Acministration. "We
endorse and Ere very pleased by
the actionthe company has taken."

Through its decision, New York
Life becomes the first company to
offer a national program directly to
its policyholders encouraging
them to seek opinions, without the
government offering any subsidies
as an incentive. A similar second-

opinion plan recently announced
by Prudential Insurance Co. is of-
fered to employers through group
insurance programs, not to indi-
vidual policyholders.

The Prudential and New York
Life plans also differ because the
latter requires no comrnitment by

How to keep profits up while fire defenses aire down

RSVP:IRT

the policyholder to abide by the
second opinion. The patient, once
obtaining the second opinion, can
decide on his own whether to go
through with the surgery. Under
the Prudential plan, reduced sur-
gery benefits are imposed on eli-
ents who don't obtain a second

consultation or who disregard con-
flicting surgical advice.

The Prudential plan, announced
in February, already has 35 states
and the District of Columbia ac-

cepting it, with officials estimating
that the entire country will soon
have access to it. Eugene Heim-

The impairment is over and fire protection equipment is being
restoredpromptly, at least in this photograph. But, does this

prompt action happen throughout industry, where tens of
thousands of impairments occur each year?

Are you aware that impaired fire protection equipment is a
basic factor in disastrous fire losses around the world? Have you
ever wondered about a better way of protecting property during

impairments, of keeping profits up while fire defenses are down?
Here's one zalled RSVP.

RSVP stands for Restore Shut Valves Promptly. Developed by
IRI engineers, it's a common sense approach to the manage-

ment of planned and emergency impairments. RSVP is a
detailed yet easy-to-use program which helps companies

take the necessary measures during a particularly
vulnerable period.
Industnal Risk Insurers, an association of 451eading

msurance companies, with more than $450 billion in
coverage mtemationally, has a wealth of experience in

handllng impairments and other specialloss control
situations. The benefit of this experience is

yours for the asking. Use the coupon below.

ndustrial

0 isk

nsurers

Industrial Risk Insurers, B
Communications Department,
85 Woodland Street, Hartford, CT 06102

0 Please send me your new booklet on
Managing Planned and Emergency Impairments.

Nam p

Title

Company

qtrpft

City Stntf' Zip .

N.Y. Life vice chairman Jacob

Underhill says unnecessary sur-
gery does occur and certain op-
erations can be stopped.

berg vp of group insurance said no
companies have signed on to the
new plan as yet, but said Pruden-
tial is "about to wrap up a number
of them." Prudential offers a

6% premium discount to partici-
pating groups.

Prudential would usually pay
around $50 for a doctor's consulta-
tion, plus the costs of any lab tests,
Mr. Heimberg said.

The push to encourage second
opinions comes at a time when the
debate over rising health costs
seems to have gained increasing
fervor. A Congressional subcom-
mittee reported last year that 2.4

million Americans underwent un-

necessary surgery in 1974 at a cost
of $4 billion and with a loss of
11,900 lives. About one-third ofthe
estimated 20 million surgical pro-
cedures performed are unneces-
sary, an HEW report estimates.

The debate over non-emergency
surgery has also caused a rift be-
tween doctors on one side and gov-
ernment officials and insurance

companies on the other, both look-
ing for new ways to control costs.
While the American Medical Assn.

has taken the firm position that
thereare no unnecessary surgeries
performed by doctors, Jacob Un-
derhill, vice chairman ofNew York
Life, stressed that "it is our feeling
that unnecessary surgery does oc-
cur." He thinks his company's new
program might show others that
these operations can be eliminated
without endangering lives or fur-
ther hiking the cost of medical
care.

Nonemergency surgery is esti-
mated to account for 85% ofall sur-

gical procedures.
HEW started boosting its plan to

encourage second opinions last
September and was met with lim-
ited success. Blue Cross-Blue

Shield officials are beginning to
pay the cost of second opinions for
patients, although only about 30 of
the country's 130 plans have
picked up the option.

A Medicaid program mandating
second opinions has been under-
way in Massachusetts for about a
year. Officials there are about to

compile figures that they hope will
show the plan has had a positive
effect on health costs.

A plan that required second
opinions and forced the clients to
go by the decision of the second
doctor was implemented in New
York state a few years ago until a
court challenge voided it on the
grounds that it took away a

patient's freedom of choice, ac-
cording to the HEW. The state is
now considering offering a volun-
tary second-opinion option to
Medicaid patients. •

Older people work
Among married people age 65 and
older, 21% ofthe men and 7% ofthe

women are in the labor force, says
the American Council of Life In-

surance.

T



Baltimore task force tackles

city's huge work comp bills
By JERRY GEISEL

BALTIMORE-A blue ribbon

task force has been appointed by
Baltimore mayor Donald Schaefer
to come up with solutions to the
city's skyrocketing workers com-
pensation costs.

Theappointmentofthecommis-
sion comes on the heels of a city

department of finance report re-
vealing that a combination of mis-

management and employe abuse
has resulted in a tripling of the
city's workers compensation ex-
penses since 1974.

And unless action is taken to cor-

rect the problems, workers com-
pensation costs, which may be the
fastest rising expense in the city's
budget, will continue to balloon,

the department of finance report
warns.

If present trends continue, the
city of Baltimore could be paying
$12 million annually by 1982 for
workers compensation alone, up

from $4.1 million last year. In 1974,
workers compensation cost only
$1.2 million.

Workers compensation benefits
cost Baltimore $100.67 for each of
the city's 40,000employes lastyear,
more than double the state of

Maryland's cost of $39.37 for each
of its 75,000 employes.

"The fragmented city system
lacks overall authority, controland

direction," said the report, which
was prepared by senior manage-

ment analyst David Rule. "Abus-
ers are not terminated. Records

are incomplete and scattered
throughout any number of agen-
cies."

Six separate municipal agencies
share responsibility for supervis-
ing the city workers compensation
program. Because ofthis fragmen-
tation of authority, the city is un-
able to review the medical history
of a claimant to weed out chronic

abusers of the system.
In fact, sometimes one city

agency will try to block another
agency trying to obtain informa-
tion. For example, it took the city
law department six weeks to ob-
tain permission to scrutinize police
department medical records of
several law enforcement officers
who had filed claims.

"The system encourages im-
proper claims to be paid because o f
a lack of one overall authority to
supervise the entire procedure and
review the complete medical his-
tory of the claimant," the report
:aid. Another shortcoming is that
action generally is not taken
against city employes who either
are accident-prone or are abusing
the system.

In one case, an employe in the
recreation and parks department
lodged 23 claims against the city
during his 16years ofemployment,
averaging three claims every two
years. His alleged injuries involved
almost every part of his body, in-
cluding his back, groin, arms, feet,
chest, thumb, shoulder, heel and
head. The recreation and parks em-
ploye collected more than $10,700
for 18 injuries during those 16
years. He reportedly remains on
the city payroll.

The finance report suggests the
following series of steps be taken
to reform the city's administration
of its workers compensation pro-

Life insurance companies paid an
estimated $29.2 billion to policy-
holders, annuitants and benefi-
ciaries in 1978, up from $26.5 bib
lion a year earlier, the American

gram:

. Eliminate the current frag-
mented supervision of the pro-
gram by either establishing a new
agency to handle all city benefit
programs, or consolidate all the
agencies that now handle compen-
sation claims into one existing
agency.

. Construct a new medical

building for all city employes, re-
placing separate infirmaries oper-
ated by the fire and police depart-
ments and the civil service system.
The medical facility would be
staffed by doctors under contract
to the city.

. Consolidate the current seat-

tered medical records of city em-
ployes into one centrally located

- 00

file and make the record file read-

ily available.
• Require a medical examina-

tion of potential employes by city

doctors and consider giving psychi-
atric tests since city employes are
receiving an increasing number of
awards for "psychological stress."

. Hire a doctor experienced in
industrial medicine to administer

an accident prevention and.em-
ploye health program.

• Make examples of chronic
abusers by firing them and then
widely publicizing the disciplinary
action taken. "This strategy is
much the same as utilized by the
Internal Revenue Service in com-

bating federal tax fraud cases,"
the report observed. •
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Allianz. The company you need when
you want the best in Inland Marine
coverage including motor truck cargo.
Whatever or wherever you move, our

professionals are waiting to give you
fast worldwide service and maximum

coverage. And our rates are competitive.
When vou need Inland Marine insurance.
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 hen clients show interest insetting upa captive, you
should be aware of an al-

ternative. Delta

Lloyds Insurance
Company. Since
we'rea Lloydscompany, we're
unregulated and can offer sub-
stantial savingstothose paying
high insurancepremiumson large blocks of
property in Texas. Now yourclientdoesn't have
tospend timeand moneyorganizing acaptiveto
cut insurance rates. Call Avrohm Wisenberg at
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editorial opinions letters-  -
Bunness Insurance welcomes letters from %ts readers Please keep your
comments as brief as poss,ble and we reserve the nght to edzt or shortenBetter late than never letters for clantv or space Please send your comments to Letters to the
Editor, Business Insurance, 740 N Rush St, Chicago, Itt 60611

IN THIS ISSUE, we are reprinting (by ries than the U.S. can count as birthdays,permission, ofcourse)an exceptionally the story goes Security expert fundings A lengthy discussion
was made of the limitations andwell-done article from Factory Mutual's True, but U S. companies have become To the editor Re Art gallery problems incurred with self-

publication, Record, on theins-and-outs of pretty sophisticated about risk manage- consultants insuring

FM's largest fire loss ever, at the Ford Mo- ment. And European fire protection sys- In your editorial Jan 22,"Sloppy I found both gentlemen and the
habits," you mentioned a Belden American Management Assntor Co warehouse in Cologne, Germany terns remain woefully inadequate. Sirni- Menkus, a security expert who course to be open about alterna-

Except for the fact that there had been a larly weak lS the committment we sense does consulting work tives, and the pros and cons of

large loss, recorded in brief news stones in among European and U K. managers to We insure a gallery here in New each There was no "dellberate at-
Hampshire and wish to recom- tempt to mislead " any of thea few papers, the event went largely un- implement costly, effective prevention mend consultants who might re- participants I think such a state-

noticed at the time. Like the ITT fire in programs, at the expense of operating view their security exposures ment does a disservice to both the

Longuenesse, France, back in 1973, the fire profits. Implementing a good fire protec- Could you give us Mr Menkus's AMA and the experts who donate

at the Ford facility caused ripples within tion plan in Europe often involves, admit- address? Could you direct us to an- their time to provide this seminar
yone else in this fieldp Michael Force

the insurance community and even within tedly, staggering expense because even Frederick W. Griffin Director oflagal and risk services,
the ranks of Ford's internal management the most basic elements-adequate water Burpee, Griffin & Perkins, Man- Moore International, Portland,

that have felt for well over a year now and supply, fire hydrants, plumbing, fire- chester, N H Ore

will be felt for a long time to come. The fighters-are not present in the first place, Mr Menkus can be contacted at
insurance markets, too, reeled from the or are obsolete. PO Box 85, Middleville, N H Levi spends 1%
loss o f $100 million from direct damage to Every risk manager can learn a lesson 07855 or bv call:ng (201) 383-3928 To the editor An article which

You might also contact the Assn of appeared in Business Insurance,property and $50 million resulting from from reading about Ford's experience In Art Museum Directors at P O Box Nov 27, 1978, noted that Levi
business interruption. Cologne. The article is technical but not 620, Lenor Hill Station,New York, Strauss & Co channels 10%, or

overly so, and it points to the need for N Y 10021, publishers of an ereet- $150,000 of the $1 5 million it
tent rtsk management manual for spends on benefits to communi-• Ford, like ITT, reevaluated its fire pro- plans, plans, plans in the event of disaster instituttons that haveflne arts col- cate with employes

tection policies and systems in the wake of As Murphy said in a moment offrustration lectzon Finally, theAmencan Soct- Unfortunately, the decimals are
the Cologne fire, and has reportedly made when he coined his famous law, if any- ety for Industrial Security maln- in the wrong place

tains a list ofsecurity consultants, The accurate statement was that
a committment to spend millions of dol- thing can go wrong, it will obta:nable by wnting ASIS at the we think in terms of 1% of benefit
lars over the next few years to upgrade NADA Buttding, Room 404,2000 K costs beingareasonableamountto
protection systems in its plants around the St NW,Washington,DC.200060* spend communicating those bene-
world Too bad it took an enormous loss to It's about ti me by calling (202) 338-7676 The fits

Smithsonian Institution also spon- The amount of $150,000 ls right,
focus attention on the necessity of preven- son periodic workships on mu- but that is based on $15 million be-
tion. T N THE INTEREST of fire safety, the seum security and insurance ing invested in benefits annually

Ernest J.E. GriffesOther automotive manufacturers, too, 1 Los Angeles County Board of Supervi-
A matter of faith Director, employe benefits, Levi

have reassessed their investments in pro- sors at long last banned the use of wood Strauss & Co, San Francisco
To the editor Re Keys's article,tection systems. Most important, we've shake and shingle roofs on any newly con-

Perspective Feb 19 If, as Mr Keystalked with risk managers from numerous structed or re-roofed buildings. Years Of indicates in his article, the future VVants pers pective
large manufacturing firms whose atten- tough lobbying by the lumber industry cannot be boxed and tied by a le- To the editor As a new sub-
tion became riveted on the fire problem in and related businesses had defeated ear- gion of actuaries and insurance scriberto Business Insurance I am

professionals, then Mr Keys's own particularly impressed with yourEurope and Ford's disaster, because they lier attempts to pass this regulation. staff would have to be included in magazine and have suggested sub-
worned that the same thing could happen Each year, the papers are filled with sto- the group scription to several friends and as-

to them And they worned that their com- ries about terrible fires in the Southern An Insurance company, even his, sociates
relies on a legion of actuaries and Your feature articles m the Per-

panies had gone too long without enforc- California hills, fires engulfing hundreds Insurance professionals Maybe spective section are very interest-
ing U S -style fire prevention standards at ofhomes and businesses. The state legisla- the only difference is, as he stated, ing and informative Kindly advise
European plants. ture has repeatedly been asked to make a 60-year backlog o f loss control how I can obtainaseries ofthearti-

experts His backlog is suspect and cles in your index to Perspective
this rule statewide in California. his costs are still passed on to the feature articles outlined in your

• Europeans, understandably, are defen- Safer roofing materials are readily avail- insured 2/5/79 Issue

Why preclude a risk manager Floyd Posbysive about their fire safety practices. They able and cost even less in many cases than
from seeking outside help, where Claims Examiner, AIG, RM,scorn the arrogant attitudes of U.S risk wood shake and shingle roofs. Risk man- he, the risk manager, controls his American International Underwri-

managers who, they say, are merely babes agers and other corporate executives own costsv ters, New York, N Y
I would not presume to say be-when it comes to looking at "history." should get behind this effort to pass a rule

cause a staff consists ofa risk man- Our circulation department canWhy, Europe and Britain have been coping we think should be motivated purely by ager and an assistant, they do not supplv back zssues of BI at a cost of
with industrial fire risks for more centu- good common sense. know what's going on in their own 75 cents to $1 50 each

organization

Using all the vast resources ofa300-year old insurance company Hobbli ng hovercrafts
doesn't make a risk manager wiser To the editor While recentlybusiness insurance the national neummagazine Of
or more profitable in his organiza- browsing through a copy of yourloss prevention, Tist financzng and

emptoye ben€.At management tion fine publication I was struck by the
I have more faith in the risk man- sophistication of the advertise-

ager than Mr Keys has ments and the all-encompassing
G D CRAIN JR founder (1885 1973) Louis F. Siegel scope of the various articles

MRS G D CRAIN JR S R BERNSTEIN RANCE CRAIN Assistant director, Borden Inc, I was even more impressed sincechairman of the board chainnan, executive committee president and editorial diredor Columbus, Ohio our company has been trying forKEITH E CRAIN DAVID J CLEARY JR ALFRED MALECKI
nearly two years to obtain cover-secretorv treasurel semor up group publisher up publisher (New York )

Defends seminars age for our product, light sports
powercraftSUSAN ALT, ARM, CPCU, editor KATHRYN J McINTYRE news editor

To the editor I would like to To a mere manufacturer/Associates New York-STUART EMMRICH, ELLIS SIMON, Washmgton-JERRY GEISEL, Ins Angeles-JOANNE GAMLIN, Chicago-JOHN
MAES, MARY ELLEN McKEE, LEN STRAZEWSKI, PHYLLIS GALLAGHER (asst ) Ed:tonal production chief MERRILL SALTZMAN Art comment on portions o f Robert designer it would appear simple to
director JOE FARACI Corresponde-ats London-JOHN MILLER (01) 946-4215 Seattte-HARRIET KING (206 888-2340) San Francisco- Keys's contribution to the Feb 19 arrange such things as liability,
MARGARET LeROUX (415-525-5082)

Perspective section regarding self- user, rental and group coverage for
insurance It appears that his in- members of the Hoverclub ofDONALD A WALSH. Advertising Diector (New York) ROBERT L NIESSE, Midwest Sales Manager (Chicago) dletment of the American Manage- America (some 200 owners), espe-Advertising distnet managers New York-CHARLES A HORVATH, JACK FORREST Chicago-DON MAHLMEISTER, Proauction manager ment Assn materials is either out- cially since in England a companyChicago-FRAN PRYBYLO Promotion manager New York-RONNIE I DRACHMAN Assistant to the publisher Chicalo-CELIA MA-

LOUHOS, New York-JOYCE BAIDA dated, incorrect, or both called Hogg Robertson Knox
I recently attended the AMA rlsk Johnstone carries all the hover-

Published by Crain Communications Inc, Chicago, HERBERT ZELTNER, groupup, ALFRED MALECKI, J J GRAHAM, S E COHEN,LOUIS F management seminar which de- craft insurance at rates well below
DEMARCO, WILLIAM STRONG, ROBERT W KRAPT, STEPHEN D GILKENSON, ARTHUR E MERTZ, vice presidents, JAMES M voted some time to self-insurance boat insurance And the craft has a
FRANKLIN, vp finance and administration, MERRILEE P CRAIN, assistant secretant Park Wray of Johnson & Higgins good record as a safe recreational

and Ronald O'Nan of Corroon & and even ralley vehicle
Published biweekly at 740 Rush St , Chicago Ill 60611 (312 649-5200) Offices 708 Third Ave, New York, N Y 10017 (212-986 5050), Suite 1253 Black presented all subject mate- However, the Engllsh companyNational Press Building, Washington, D C 20004(202-638-5300),6404 Wilshire Blvd, Los Angeles, Ca 90048(213-651-3710) 75 cents acopy $15 ayear rial fairly and well, including the feels the USA lS too far away toin U S Foreign $5 a year additional WILLIAM STRONG, up<irculation PAMELAJANOUSEK, circulation manager, ROGER DiGREGORIO,
fulfillment director Four weeks' notice required for change of address Send subscription correspondence to Circulation Departrnent, Business self-insurance portion Their pre- administercoveragefrom London
Insurance, 740 Rush St,Chicago, Ill 6)611 Telex 25-4248, Cable CRAINCOM Microfilm copies areavailable from University Microfilms, 300 Zeeb Sentatlon took IntO account the Many U S insurance companies
Rd, Ann Arboi, Mtch 48013 Microfiche copies available Bell & Howell, Micro Photo Division, Old Mansfield Rd, Wooster, Ohio 44691 present value of future payments, have simply thrown up their hands

tax consequences, excess cover- and said "Impossible Far too ex-
Member o f Business Publications Audit of Circulation kABP age, and catastrophic loss consid- pensive We have no tables upon

erations in evaluating alternative Continued on pace 20
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LEXINGTON r
INSURANCE COMPANY:
Dept A, 100 Summer St., Boston, Mass. 02110 ,

Please send me more information on .

Lexingtons Railroad Program. •

.

Name

Lexington Insurance is gather-ry 4
ing steam in the railroad business .* 5..
by taking on high capacity property
or casualty risks. Risks others turn -4 2/ r .' b / K
down, or can't handle. 74516#'1, C 4 .

Diesels, rolling stock, bridges *24 . b' 1'1 :
and tresties, bills of ladin and =t;....r. ifi i .

*11 •unscheduled properties. tven some:=* i f
track and roadbed risks. 14< . 4.

We have the capacity and the ..i ·
ability to provide broad coverages
at competitive rates. -----1•

For details send the / co 0 -00
coupon today
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Letters column...
Continued from page 18
which to compute the risk."

Since your publ-ealion afpears
prestigious in its field, may I re-.
quest that as a mere ccnsumer you
take pity on our ignorance and
publish this letter in the hope that
someone out there in U.S.A.-land

will recognize what -we are asking
for, recognize that -n Europe there
is no problem to ob:ain coverage.
hopefully costing less than motor-
cycle and boat cost insurance
Hopefully, some bright U.S. com-
pany will perceive Sat a budding
market is about to Op.n up vitich
they can have fortheasking (Dris it
presenting?).

By the way, if yJU nad a hover-
craft, and it were insured, you

would be ableto be alnostthe onl>
person in Chicago able to m.ov€
around in the snow ice and ever

floods. Of course, if we can't ge-

nsurance, you ean't have one!
Raymond Kemp

Pres.dent, British Sports Hover-
craft Ltd,, Tustin. Calif.

Sta 7 Tarr's iob
To the editor: We feel some erro-

neous impressions have been ob-
rained from the announcement of

Stanley R Tarr's appointment to
EIZA Inc. in the People section of
the Feb, 5 issue o f Business Insur-

:inze

The statement that EIIA is "the

insu-:nce arm fcr the United

Mettcdist Church in Chicago" is
inaccurate. The General Confer-

ence the highest legislative body
of the United Methodist Church,
mandated the inauguration of a
general church insurance program
an i Dharged The General Council
on Finance and Administration of

the church with the administrative

responsibility. . .
To institute, manage, and main-

tain a churchwide insurance pro-
gram for the protection. of United
Methodist Church property and
persons, covering all areas involv-
ing the interest of The United
Methodist Church and available to

all churches, agencies, institu-
tions, and persons within The
United Methodist Church.

-From The Book of Discipline,
Paragraph 907.13

Three major criteria were built
into the package program for
churches: 1) Participation in the
program is voluntary. 2) All United
Methodist Churches are eligible,
regardless of location or type of
construction. (Not cleared by the
state of Mississippi.) 3) Local
churches are urged to go through
their local agent or broker to se-
cure coverage.

Frank B. Hall & Co. Inc. of New
York was selected as national bro-

ker for the church program in-

itiated in 1973. Snowden F. Jones,
vp o f Hall o f New Y6rk, continues
as producer and administrator. At-
lantic Mutual Insurance Co: is the

underwriter for the program.
In addition to property and casu-

alty coverage, related programs in-
clude an accident insurance plan for
clergypersons and full time lay em-
ployes with the American Home
Assurance Co., fidelity coverage for
Annual Conferences through At-
lantic Mutual, and directors and of-
ficers liability insurance with the
Seaboard Surety Co. Educational
Institutional Insurance Adminis-

trators Inc. was incorporated to
formalize a 20-year relationship be-
tween the board of higher educa-
tion and ministry of The United
Methodist Church and its related

assurance institutions. We believe

your statement that EIIA handles
"risk management for Methodist
churches and universities" should

be corrected to read "risk manage-
ment for United Methodist col-

leges and universities."

Who Cares What
Happen ...

After your Group Contract is
delivered? You do and so do we!

Whether your company is tops in the oil,
cotton, coal, or the shipbuilding busi-
ness .. .

You'll find that Provident is eager to
provide you with a group insurance plan
designed especially for your group. We
may not be experts when it comes to dril-
ling for oil, baling cotton, digging for coal,
or building ships, but we are recognized
as experts in the Group insurance busi-
ness.

Ask any of our competitors they'll

tell you.

GROUP DEPARTMENT

Provident
LIFE AND ACCIDENT

LIFE AND CASUALTY

CHATTANCOGA, TN 37402

John F. Norwood

Associate general secretary, divi-
sion of administrative services,
The United Methodist Church,
Evanston, Ill.

Chubb's listing
To the editor: Your International

Issue of Feb. 19 failed to contain a

listing of Chubb & Son's interna-
tional division in the directory you
published. We would like to note
that the international divisions op-
erates around the world in more

than 80 countries and territories

through licansed Chubb Cos., sub-
sidiaries, affiliated local national
companies, agents, and correspon-
dents, providing a full range of un-
derwriting, engineering and
claims facilities for U.S. and

multinational companies.
World headquarters are in New

York with international staff as-

signed to U.S. regional offices in
Chicago, Eastern regional office
(Murray Hill, N.J.), Houston, Los
Angeles, Pittsburgh, and San
Francisco. International represeo-
tatives are also in 30 of Chubb's

other U.S. and Canadian branches.
Chubb maintains overseas re-

gional offices in Brussels, Tokyo,
Sydney, Rio de Janiero and Cara-
cas.

For further information, or a

copy of Chubb's international di-
rectory, contact H.G. Parker III, di-
rector, or me at 100 William St.,
New York, N.Y. 10038. Telephone
(212) 285-6709. Telex 127439.

David C. Benson

International marketing manager,
Chubb & Son, New York, N.Y.

Requests listing
To the editor: I've read with in-

terest your Feb. 19 issue on inter-
national insurance. You listed on

page 66 a 1979 directory ofcompa-
nies involved in international risk

management.
I wanted to call your attention to

our company which was formed
last year in captive insurance man-
agement entitled McDonough-
Caperton/International Ltd.

I would appreciate information
as to how we might submit data so
as to be included in your next list-

ing.
W. Marston Becker

Director of Admission, McDon-
ough Caperton Shepherd Group,
Charleston, W. Va.

We'It keep your name onfile for the
1980 directorv. But as an added
safeguard, Vol£ should watch for
the editorial announcements ofthe
directorv published in BI several

months before the directory is pub-
lished in the International Issue.

Staying a step ahead
To the editor: Pity poor Mr. Ku-

bovchik who is being prosecuted
for being behind the times. Using a
post office box is not being done
anymore.

Had he been up to date, he would
have taken a small portion of his
brokerage and established an in-

surance company in the Grand
Caymans. Then he could have is-
sued impressive paper, satisfied
the needs o f his clients and adver-

tised for more business in the trade

press. While investments of pre-
mium generated tax free income,
losses-if they weren't too large-
could have been paid out of cash
flow. When the time came, by his
own decision or fate's, he could
pick up the money to finance his
retirement in friendlier climes.

Or, being less ambitious or more
modest, he could have sold such a
company to a proselytizing associ-
ation formed of his eager insureds.
He then could have lived handso-

mely on the fees and brokerage

earned through the arrangement.
He would have been hailed as a

leader and honored as an innova-

tor.

Named withheld by request
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Fla. regulator promotes hea Ith care cost control
TALLAHASSEE-Florida in- mission reportedly has saved ltS of the professional standard re- noted aid in the establishment of HMOs

surance commissioner William citizens $70 million during its first view organizations (PSROs) Creation of regional HMOs to To improve coordination of

Gunter has called for establish- two years Legislation was introduced in serve state employes was also rec- health and disabillty benefits and
ment of an independent state hos- The insurance department pro- 1978 to establish such a commis- ommended by Mr Gunter An in- cut losses due to fraud and ma-
pital commission that would re- posal would establish the hospital sion under the state's Department tergovernmental task force com- hngering. the insurance depart-
view rate adjustments as part ofan commission as an independent of Health and Rehabihtabve Ser- posed of the Departments of ment proposed establishment by
insurance department task force body with consumer members in vices However, the insurance de- Health and Rehabilitative Ser- insurers of a central clearinghouse
report on health care cost control the majority and provider mem- partment report said an indepen- vices, Administration and Insur- system to monitor claim payments

The insurance department's rec- bers comprising the balance. The dent commission would be best ance should be created to develop to correct abuses in over-
ommendations were presented at commission would have budgetre- able to decide questions ofbenefits additional HMO sites, he advised indemnification
hearings held by two Joint legisla- view authority over laboratories as versus costs without undue influ- At present, eight HEW-certified The insurance department sug-
tive committees In addition to for- well as hospitals and would serve ence from a particular state HMOs are operating in Florida. gested that individuals receiving
mation of the hospital commis- as gatekeeper for certificates of agency five of these in Dade County benefits m excess of 75% of pre-
sion. Mr Gunter called for need In addition, the commission Strong opposition to the com- The proposed task force would disability income should be

• Establishment of an inter- would have a consumer complaint mission is expected from Florida's ostensibly work with federal agen- scrutinized by insurers as possible
governmental agency to promote division and incorporate features health care industry, Mr Gunter cies and cut through "red tape" to fraud suspects .

development of health mainte-
nance organizations (HMOs)

. Creation of a voluntary second
surgical opinion option on elective
and non-emergency surgery, using

1

the state employes health program
as a pilot model

. Improved coordination of
health and disabihty plans to re-
duce losses resulting from fraud
and mallngering

• Changing existing laws to re-
quire insurers to pay for surgical

clinics and ambulatory care cen-

procedures that can safely be ac-
comphshed in doctors' offices,

5.C
ters
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Should Florida establish a hos- .

pital commission, it would be the
third state to do so Regulatory

12.

bodies m Maryland and Connecticut
have claimed some success in

T 1
4

holding rate increases for hospitals 4

below the national average, Mr
.

Gunter noted The Maryland com- 1 1 4

Profit sharing
plans thrive:

I I  11
11
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Pension study . 1
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EVANSTON-Defined contri- l

bution plans thrived in 1978 com-
pared to 1977 with a 92% increase

:C;:s:pnpdroavallslfpr;hsaerin*
provals
money purchase pension ap-

Defined benefit plan approvals u=
- - -4..

during 1978 increased 40% overthe
1977 figure Last year profit
sharing plan approvals climbed to

32,890, money purchase approvals
- -

totaled 21,821 and defined benefit -.

approvals totaled 9,728
The statistics are based on IRS

---Er E
determination letters issued from

January through December 1978
and compiled by the Profit -

Sharing Research Foundation
Defined

h *Elass by itself -2
benefit pensions "/48» I

showed the largest net growth, up
216% from 1977 The figure, how-
ever, reflects the extremely low net
growth figure of 1977, when de- 4.01*4 CE L
fined benefit plans experienced 4d ->1

higher termination rates than ap-
3*.

provals .

Profit sharing and money pur- I .. ' 31/.3/ Fl
*/

4*qi 4chase pensions showed similar net
growth, with profit sharing plans
up 168% and money purchase pen-
sions up 156% Stock bonus plans
showed a net increase of 4% f f. 14-414 4'':il.#.,2,j,49 .M.'44*rifi 41;(2 <-Il.%4 ,

Eighty-five percent of new ap- 9 4

provals are defined contribution 6 **'' 6 3 #43
.

plans, compared with the 72% de-
fined contribution plan approvals
issued in 1975

D . .. 0 . .

Profit sharing and defined bene- .. . . .... .. .

fit pension terrmnations, on the .. . .. . . 0- 0.

other hand, declined from the 1977 . ..0- . 0 - . ...

figure, while stock bonus and
- 0 -

money purchase pension termina-
tions increased shghtly

...

Stock bonus terminattons in- ... . .. .. ..

creased 180%, from 15 in 1977 to 42 . --

in 1978 Money purchase pension ' GRAIn DEALERS mUTUAL . : 0 ---

terminations increased 14%, from inyuronce compong .-0 -

3,276 in 1977 Defined benefit pen-
sion terminations totaled 4,625 in . D-0 - - .. ...

-

1978, a decrease of 13% from the
..

1977 figure And, 7,334 profit
sharing plans terminated during
1978, a 3% decrease



1.111 /1

Although the concept of loss control is medical malpractice.
7lking infinite painsuniversally accepted, in practice it often
Loss control has been said to

fails to receive adequate attention. But consist largely of an infinite ca-
when loss control programs are profes, pacity for taking pains. It is true

that a successful program is

sionally planned and managed, major cost usually made up of thousands of
details, each perhaps seemingly

reductions can be achieved. insignificant. Is the control valve

A brief review by INA of an insurance on the water pipe for the
sprinkler system kept open? Are

topic of interest to business executives. the warning lights on a lift truck
in operation? Has a new em-
ployee had a heari ng examina-

Among the nation's numer- is an impressive story of dedica- tion? Should a guard rail be in-
ous plants producing synthetic tion to loss control - specifically stalled around a conveyor belt?
rubber, one in Louisiana has an to safety measures that protect If such details are to be of

unusual distinction. The acci- employees from injury and their concern to personnel throughout
dent rate at this plant was 85% employer from financial loss. an organization, that concern
lower in 1978 than the most re- . In every category of risk to- must originate at the tOp, with
cent national average for all day, loss control is becoming a management itself, and must be
plants in its industry, while the professional discipline. In addi- steadily maintained. The indis-
severity of those accidents that tion to occupational safety and pensable ingredient in successful
did occur, measured in terms of health, it - is being applied suc- loss control, specialists agree, is
lost work days, was only 11% of cessflly to all kinds of property management·commitment.
the national average. risks and to liability exposures in Most loss control programs

Was the plant just lucky? general, including such high- start with a review of operations
Not likely. Behind the statistics risk areas as product safety and and the identification of actual



and potential hazards. Then
goals are set up and comprehen-
sive counteraction is initiated
and monitored. Data is collected
on all losses incurred and the re-

sults compared with earlier ex-
perience. At the synthetic rub-
ber plant that achieved an excep-
tional record in occupational
safety, all of these elements are
incorporated in the plant loss
control program.

For example, employee
training is stressed. All supervi-
sors are required to take a course
in safety given by a safety engi-
neer. Every new employee gets
an overall safety orientation, fol-
lowed by individual job safety
instructions.

Active participation in the
safety program is required at all
levels. Each month, the safety
engineer meets with a central
safety committee made up of the
seven top operating officials of
the plant. Following that meet-
ing, each department head con-
ducts a departmental meeting
with his supervisors.

In turn, the supervisors meet
weekly with their work crews to
discuss safety problems and take

whatever action may be necessary.

Inspections, inspections
No day goes by without its

share of inspections to determine
whether rules are being followed
and safe conditions maintained.

Each supervisor makes a daily
informal housekeeping inspec-
tion, with observations and the
corrective actions taken reported
by memorandum to the depart-
ment involved. Every week, for-
mal inspection tours of each de-
partment are conducted by
groups of hourly employees who
work there. Every month, in-
dividual members of the safety
department scrutinize all opera-
tions throughout the plant. And
every quarter, the same kind of
intensive examination is made

by groups of salaried personnel
in each departrnent.

Thus all plant personnel,
from the plant manager on
down, take a direct, first-hand
interest in seeing that loss con-
trol works.

And now, the payoff

In addition to the purely hu-
man benefi ts deriving from an

An industry committed to loss control

One example of the results
attainable through loss control

is provided by the U.S. airlines. By
adhering to their own rigorous safety
procedures, in addition to those called
for by government regulations, the
airlines have achieved steady reduc-
tions in their long-term accident ratios
and have compiled an outstandine
safety record.

effective loss control program,

through loss prevention goes
straight to the bottom line.

also likely to be lower.
INA has been a major factor

in the success of numerous loss

control programs as part of its
insurance operations. And ESIS,
an affiliate, provides loss control
and other services to companies
with self-insurance p'rograms, as
well as sponsoring the Interna-
tional Safety Academy.

***

The Insurance Company of
North America was founded in

1792 in Independence Hall, Phil-
adelphia. Today it is the largest
component ofINA Corporation's
international network of insur-
ance and financial service com-

panies. In property and casualty
insurance and risk management
services, life and group insur-
ance, health care management,
and investment banking, INA
and its affiliated companies offer
a unique combination of prod-
ucts and services to business and

industry around the world.
INA insurance products and

services are available through se-
lected independent agents and
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around the states

Miss. court OKs limit on product suits
JACKSON-Manufacturers are

liable for the performance of their
products for only six years after
the time the products were first
sold, the Mississippi supreme
court ruled, upholding an 1880
statute.

"The statute of limitations in

strict product liability cases
should strike a balance between

the necessity of providing the con-
sumer with adequate time_to -dis-
cover a defect. . .and the need to

provide the manufacturer with a
definite period of liability," said
presiding justice Stokes Robert-
son.

The case involved a 61-year-old
dairy farmer who was injured

when a 15-year-old Ford tractorran
over his right leg. The farmer main-
tained that the accident was
caused by a defective safety switch
that allowed the tractor to roll over
hinn.

N.J. ski resorts

TRENTON-New Jersey Gov.
Brendan T. Byrne has signed a bill
sharply limiting the liability o f ski
resorts for injuries suffered by
skiers whose actions contributed
to their injuries.

New Jersey ski area operators
have feared increases in liability
insurance premiums as a result ofa
$1.5 million award two years ago in

Vermont to an injured skier.
The new law establishes clearly

that the assumption of risk doc-
trine holds in New Jersey: that a
skier, when taking to the slopes,
assumes certain risks inherent in

the sport.
The bill also establishes respon-

sibilities of the ski area 6perator,
including the posting of signs on
trails to indicate levels ofdifficulty
and honestly stating the condi-
tions of trails.

Liability upheld

AUSTIN-The Texas supreme
court upheld a $170,000 j udgment
against Dow Corning Corp. and V.

n bad Rersu
Facultative Underwriting Manager:
Dar Allen Reinsurance Agency
Suite 1200

State Bank Center

Freeport, Illinois 61032
(815) 235-1047

Mueller & Co. to a woman who

claimed a silicone breast prosthe-
sis leaked after implantation.

Dow Corning was the manufac-
turer and V. Mueller the seller of

the product.
The plaintiff charged that the in-

cision made to implant the pros-
thesis failed to heal properly and
her doctor attributed it to silicone

fluid that had leaked from the pros-
thesis. A second operation failed,
the doctor testified, because of the

continued presence of silicone in
the tissue.

The supreme court rejected Dow
Corning's argument that there was
no evidence a defect in the pros-
thesis caused the leak and that the

Announcing a
new facultative

reinsurance

facility-both
property and
casualty, domestic
and international-

a new multi-million

dollar resource

provided by The
Mead Corporation.

award was excessive.

N.Y. work comp
ALBANY-The New York state

insurance department has ap-
proved a 14.7% average increase in
workers compensation insurance
rates retroactive to policies with
anniversary dates of Jan. 1.

The revision involves changes in
manual rates, minimum premiums
and other factors, the compensa-
tion insurance rating board said.

The department also approved
an increase of 6.7% on outstanding
workers compensation policies,
also effective Jan. 1.

Fla. on arson

TALLAHASSEE-Florida in-
surance commissioner Bill Gunter

is proposing tougher laws on arson
in the state.

Legislation requested by the
commissioner would expand the
definition of arson to include cer-
tain structures not covered under
present laws, create a new classifi-
cation ofinstitutional arson, estab-
lish that the handlingoffire bombs
constitutes intent to commit arson

and allow any dwelling to be in-
cluded under first degree arson,
whether or not it is occupied.

Maryland pensions
ANNAPOLIS-Maryland legis-

lature gave final approval to re-
form legislation aimed at curbing
spiraling pension costs for state
employes and teachers. The legis-
lation, which Gov. Harry Hughes is
expected to sign, establishes a new
pension plan for state employes
and teachers hired after Jan. 1,
1980. Under the new plan, a 3% cap
is placed on cost of living adjust-
ments to pension benefits,·while in
the existing plan, benefits automa-
tically rise to match the annual in-
crease in the consumer price in-
dex. Similar legislation was killed
last year in the state house of dele-
gates. .

Calif. women

to file 20 suits

on lUD ills
BAKERSFIELD, Calif.--

Twenty new lawsuits will be filed
by women who were injured by us-
ing the Dalkon Shield intrauterine
device manufactured by A.M.
Robins Co.

They will be filed by Anthony
Klein, an attorney who repre-
sented 13 California women re-
cently receiving sums totaling
$500,000 in out-of-court settle-
ments for injuries stemming from
use of the IUD.

Attorney Klein told Business In-
surance that among his 20 new
cases are women who have had
partial or total hysterectomies, ste-
rility and even a colostomy as a re-
sult of using the Dalkon Shield.

"I believe Robins has already
paid out between $5 million to $10
million in claims involving the de-
vice," he said.

The 13 California women re-
ceived a total of $500,000 in out-o f-
court settlements after Robins
agreed in Civil actions in

California's U.S. district court to

pay compensation for medical con-
ditions that included a range of
conditions from pelvic inflamma-
tions to perforation o f the uterus.

Mr. Klein, who has handled
about 80 IUD cases, has alleged
that the design of the device en-
couraged injury and infection, be-
cause plastic hornlike projections
along the shield's outer edge irrita-
ted the lining of the uterus and
created infection.

There are an estimated 1,000 IUD
lawsuits that have been filed in the
United States, more than 500 of
which have been settled. •
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Ford's $150 million fire loss sparks
analysis of fatal flaws in loss control

By Cynthia M. Shaler rity patrols were responsible for raismg any

and
fire alarrn

The emergency organization of the Ford
Marion S. Snow fire brigade did not include individual as-

signments to specific pumps and sprinkler
This anatomy of a fire analyzes the control valves These assignments were to

largest loss in the history of the Fae- be made by the officer in charge upon ar-

tory Mutual System, and is reprinted rival at the emergency site

by permission from the Jan./Feb. issue Firefighting equipment consisted of two
pumper trucks, a service truck, portableof Record: The Magazine of Property

Conservation, published by the FM
pumps, and carbon dioxide, dry chemical,

System.
and foam units Normally, not all the equip-
ment is sent out at once, instead, two com-

Much has been written about the
plements of equipment and firefighters

Ford Motor Co. fire in the year that were organized
has passed, some of it factual, some Other firefighters that could-and did-
speculative. Now Factory Mutual is respond to an emergency at Merkenich are

able to present a thorough examina- those at nearby Wacker Chemical Co, vol-

tion of the largest loss in its history. unteers from the Merkenich and Fuhhnger
village brigades, and the City of Koln fireThis article, based on engineering
brigadedata, presents the facts as they were

found by FM investigators: facts that \A Weekly mspections of sprinkler control
valves were made and recorded, and impor-

were, until now, unavailable to those tant fire protection system impagments
outside interests concerned with the

were telexed to Factory Mutual Interna-
impact of this event on loss preven- tional in Frankfurt

tion theory and practice. There was a pohcy against smoking incer-
tam areas ofthe warehouse the flammable

M ORE THAN A YEAR AGO, onOct 20, hquids storage, the carpenter shop, and the
1977, the Industrial world was rocked automobile plastic trim storage Smoking

by a fire in the main Ford ofGermany parts was allowed, however, in mostotherareas o f
and accessories depot in KBln (Cologne), the building-including the area where this
West Germany Probable cause careless disastrous fire began

smoking Fuel plastics and oil Results de-
struction of 800,000 sq ft of warehousing
estimated at over $100 million (DM 220 mil-

Regular inspections

lion) and loss of business estimated at over Insurance company representatives, in-
$50 million (DM 110 million)

Photo Record
cluding Factory Mutual engineers, regularly

Why wasn't the fire containedp The build- Careless smoking and fatal flaws in the loss control system fueled the disastrous 1977 inspected the Merkenich facility and con-
ing was provided with sprinkler systems fire at Ford of Germany's parts and accessories depot in Cologne (Kbin), says the sidered the depot to be a well-maintamed
All sprinkler controlvalves were found to be Insurer, Factory Mutual System. and efficient automobile spare parts storage
open The Ford fire brigade responded rap- and manufacturing location Factory Mu-

idly Why did this protection fail? fire originwasdoublerows-suchas Band 9, arranged as these were at Merkenich tual engineers had alerted Ford that storage

Ford o f Germany's parts and accessories 23* and 24*-having httle or no transverse Sprinklers were supplied from the public of plastics to 20 ft would overtax the sprin-
depot in Merkenich, a suburb, was one of flue space (parallel to the direction ofload- main through two electric-motor-dnven kler system and had recommended low-
industry's post-World War II"superplants " ing) or longitudinal flue space (perpendicu- booster pumps, two 12,000 gal pressure ering the storage height Responding to
mmmoth structures enclosing massive lar to the direction of loading) Blocks of tanks, and a diesel-engine driven pump this and other similar recommendations,
amounts ofproduction equipment or, in this baskets, as in rows 8* to 24*, had longitudi- with a suction tank One booster pump sta- Ford evaluated the results of ltS fire tests
case, merchandise And that merchandise nal flue spaces ofapproximately 5 in but no tion was located at the southwest corner of which had been conducted at the Factory
has included increasing amounts of highly transverse flue spaces A third arrangement, the warehouse, the other ina building north- Mutual Test Center in Rhode Island m the
combustible plastics found in rows 1 and 2 and those farther east ofthe warehouse These booster pumps summer of 1976 Aware ofthe increased fire

The building housed Ford parts and ac- north, was of double, fixed rack structures, took suction through 6-in and 8-in lead-ins risk, Ford developed new company stan-
cessories for the worldwide, after-sales mar- with 4 in longitudinal flue spaces Other from a 12-in yard hydrant main, supphed in dards for the storage of high-hazard mate-
ket Employes were engaged in receiving, areas had similar configurations, but usu- turn by a 16-in public main, and discharged rials and these were in the pipellnes to man-
packing, shipping and related activities ally more double rows than blocks As Dia- separately into the yard sprinkler supply agement when the fire broke out m

The building was constructed in 1962, gram 2 shows, there was also considerable mains The diesel-engine-driven pump took Merkenich
with another section added in 1967, and cov- temporary storage in the immediate area suction from an above ground tank, with an These were the events as they unfolded on
ered about 1,370,000 sq ft Roof construe- automatic refill connection to the public that autumn day
tion was of two different types Insulated Inain At approximately 2 20 on the afternoon ofSprinkler system
steel deck and precast concrete slab Both Wiring forthe dieselpump's pressure con- Oct 20, 1977, fire breaks out in the tempo-
had a smooth asphalt covering and were In most areas of the warehouse, baskets trol switch was routed along the warehouse rary storage of plastic consoles in the ware-
supported by steel beams and columns were stacked six high, toa height ofabout 20 ceiling in open cable trays house By the time it is noticed by workers

A cavity-bnck wall separated east and ft Permanent racks were 10 ft highand usu- In addition to the booster pumps, hy- mthe area, the flame is about 3 ft high Word
west sections ofthe building The cavity was ally had another 10 ft ofbaskets stacked on drants throughout the site were supphed spreads, and four minutes after the discov-
3 2in and the brick on each side 4 4 ln thick top (obstructing the longitudinal flue from the 12-in yard extension of the 16-in ery, two employes attempt unsuccessfully
The wall extended lOin above the roof This space) The temporary storage in row 5 west public main Hose cabinets throughout the to extinguish the fire with a hose stream
parapeted structure had automatic-closing consisted ofsteering wheels, made ofa steel warehouse contained 65 ft of C-type hose from a nearby hose station inside the build-
doors on the west side core with polyurethane foam padding and with a diameter of 2 in and with a 5/16 in ing Suspecting an 011 fire and thinking that

PVC skin, and plastic consoles The steering straight-stream nozzle Nozzle tips were ad- water might be ineffective, they turn their
Plastics inventory wheels were stored in portable racks, two to Justable from straight to spray stream or efforts toward the adJacent racks, wetting

six baskets high The plastic consoles in this were removable to provide a -in orifice them down to prevent their involvement

The merchandise stored east of the ma- aisle were on pallets one and two high Stor- Despite this, the blaze grows rapidly A min-
sonry wall was primarily metal-mufflers, age in row 5 east and between rows 9 and 10 Firefighter assignments ute or so later, the Ford fire brigade at Niehl
pipes, wheels, bumpers, and sheet metal west consisted of cans of motor oil on pal- is alerted by both break-glass alarm and tel-

body parts West of the wall were stored lets, either two or three pallets high The sprinkler alarms were designed to be ephone Simultaneously, the first sprinklers
more metal carparts, plus suchcombustible Although they neither prevented nor con- activated upon pressure drop m the system open and an automatic alarm is received at
items as floormats, tubing, consoles, cans of trolled the fire, there were physical and hu. Signals from each sprinkler riser were re- Niehl As the fire trucks approach the site,
motor 011, steering wheels, seat frames, up- man resource fire defenses atthe Merkenich ceived and automatically recorded at the the chiefofthe Ford fire brigade sees smoke
holstery, carpeting, and wmdshield wipers warehouse Also, in addition to the efforts of main gate house, and simultaneously trans- billowing from the roofvents and radios the
Many of these products were, in whole or Ford employes, several firefighting organi- mitted to the Ford fire brigade station onthe CityofKoln fire brigade for reinforcements
part, plastic, and most were enclosed in zations in the vicinity responded to the site o f another large Ford plant at Niehl, 15 On arrival at the plant at 2 39, Ford fire-
combination cardboard and plastic packag- alarm miles from the Merkenich site fighters are directed to the storage area
1ng The automatic sprinkler system through- Three professional firefighters were as- where the blaze can be seen through the

Both permanent and temporary storage out the facility had onginally been designed signed permanently to the Merkenich site racks and depot employes are still trying to
existed Permanent storage racks either according to local codes, but was latermodi- during the day shift In addition, about control the fire The professional Ford fire
held large parts such as car seats righton the fed to increase the density of coverage to twenty Merkenich employes received peri- brigade attacks the area with dry chemical
shelves, or, more frequently, held metal bas- Factory Mutual requirements for storage odic training as volunteer fire fighters The powder and two C-type hose streams, but is
kets containing many small parts Stacks of prevailing at the time Spnnkler heads were three professionals were part ofthe Ford fire hampered by the storage piled in the aisles
baskets were also used for permanent stor- FM-approved, upright types, with 42-in ori- brigade's staff of 53, the remainder ofwhom Sprinklers are operatmg, but available wa-
age Temporary storage was either in bas- fices The majority were rated at 165° F, the were headquartered at the Niehl site Just ter densities cannot penetrate either the ris-
kets or on pallets The metal baskets, other- remainder at 212° F Coverage area for most three to four minutes away by fast auto- ing hot gases generated by burning storage
wise known as portable racks, had both sprinklers was 97 sq ft per head The avail- bahn At least 17 pro fessionals were always or the obstructed flue spaces to reach the
solld and slatted wood bottoms able water density was adequate to protect on duty, although none was assigned at seat of the fire A second group o f firefight-
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Diagram 1

$150 million fire loss ... 04-JUU 1 S H lilli

5

Continued from page 25 reservoir at the plant The Ford fire control
ers from Niehl arnves and organizes evacua- speciallst finds that the electric-motor-

f

tion of personnel This group, too, attempts driven pump in the Canteen Building has no 45.
to combat the blaze with hose streams, but

LS MANUFACTURNG :

the fi re is now out of control oer aonderttclhdouhtrth bocoosnoeris
At this point, the warehouse maintenance set on "automatic " This pump is started F 'e

supervisor proceeds to the diesel pump manually Ford officials call the public wa- 0 55 ,
7z

house and finds the pump running with a ter department to request that additional 5H

firefighter in attendance Ten minutes later, pumping capacity be placed on line & 15

he checks again, and the pump is still At 4 20 pm, the City ofK6ln fire cirector
operating under supervision Meanwhile,as announcesthat the bullding west ofthe ma-

L

2 for 0.1011

the Koln fire trucks approach within two sonry wall cannot be saved and orders all
miles ofthe plant, the officerin charge notes firefighters to evacuate Efforts are now
heavy black smoke in the sky and sends out directed at saving the building east of the 61431/11.
an additional alarm Another detachment is wall, the main electrical substations, boiler

L]E]-1 1
-JI 11 1

38

sent and volunteer fire brigades from house, social buildings, and the main office
OFFICES

nearby villages are called out At 3 o'clock, At 647 pm, the fire is reported to be under
the K6ln trucks reach the site and another control, and lS essentially extinguished by -r-----

4 B / 20 24 2/

alarm is immediately radioed in, requesting about 11 30 p m Occasional small fires still
eight more units Fire is very intense now- break out but are quickly extinguished J 56# .. '

A
oil cans burst and the structure creaks omi-

nously The pressure control wiring for the
Protection flaws

diesel engine breaks or short-circuits at this
time, causing the pump to stop By now, the The Ford loss has raised a lot o f alarming

sprinkler system is totally overwhelmed questions In the rubble of this plant hes a storage must always be hmited to 5 ft 9 No, Diagram 2
and manual fire fighting efforts are unable lesson which industry should take to heart because protection can be engineered for
to control the situation Water pressure Yes, the plant was protected-but there higher arrai s However, in this case, the de-
drops because so many hoses and sprinklers were several fatal flaws m the armor sign features of the sprinkler system ren-
are in operation Another alarm is issued, Storage o f plastic parts was piled to 20 ft dered existing protection inadequate for 20
which biings three more units to the scene Based on Factory Mutual Standards, the ft high storage

available sprinkler system could only pro-

Power failures
tect it up to 5 ft This excessive height al- 2

Sprinkler inadequacylowed a deeper-seated and more intense fire

At 330pm, the Ford fire control special- to develop and interfered with access of wa- . Sprinkler density was too low The wa- 3

ist arrives at the scene and proceeds to the ter from the sprinkler heads to the flames ter density available from the existing sprin- SfofCe

..poray

ls.
diesel pump house where he finds that the The fire started near ground level and hot kler system was only about 0.35 gpm/sq ft
pump is no longer running and the door is gases were able to rlse toward the ceiling- over a demand area of 3,000 sq ft The sprin-
locked The fire control speciahst unlocks and with much greater velocity and volume kler density needed for 20-ft high plastic S .

the door and starts the pump manually than in a storage arrangement o f lower storage would have been 0 6 gpm/sq ft over
Water pressure is now so low that a water height The sprmkler system was over- the same area

relay, consisting of several pumper trucks whelmed by fire in the storage it was sup- • Sprinkler orifice sizes and temperature
connected by hose, lS set up from the posed to protect ratings were incorrect Larger heads would

Fuhhnger See (a lake near the Merkenich This was, without doubt, the most impor- have discharged roughly 40% more water
site) and also from a rainwater collection tant factor But does this mean that plastics over the flames and larger water droplets

would have better penetrated the rising fire

Threats of political terrorism plume Too many heads opened during the
early stages ofthe fire, and resulted in lower
water density for the system as a whole --

• Temporary storage blocked the aisles

Shipments of automobile components were

heated aftermath of the fire Illustratic,ns Recoid

temporarily placed in the aisles while await-
ing final destination, leaving aisle spaces of
only 29 in This added to the fire hazard and person in charge

In an interview with members of the been in a very large fire or explosion Then, made manual firefighting extremely diffi- 4 Fire pump operators to make sure that

FM team that investigated the fire at of course, the police must make an investi- cult each fire pump starts and remains running

Merkenich, Record associate editors gation as to whether a crime has been com- • There were no flue spaces to provide a for the duration of the emergency

Cynthia Shaler and Marion Snow mitted, whether it was arson, terrorist activ- path for sprinkler water to flow down 5 Fire squads to begin manually fighting
ity, or something else So the entire build- through the racks so that it can reach a fire at the fire with small hoses and extinguisherslearned what it was like to be face-to-

face with such a disaster, and how the
ing, not just one particular area, was closed lower levels The source of heat generation until the fire department arrives
to everybody This was for public safety, so still remains buried in the center o fthe piles When the warehouse was built in 1962, the

investigation was planned and car- that people wouldn't go in there willy-nilly Because the storage in this casewasso high, sprinkler system was adequate for prevail-
ried out. This excerpt from the inter and get injured flame was able to involve a large volume of ing conditions Stock was small at first and
view includes exchanges with Edwin RECORD: How did Ford management re- material while still hidden from the sprin- was kept within safe limits But operations
R. Bayley, technical consultant, and act to the fire, kler water grew and more components were stored,

with Ruud H. Bosman, manager of the BAYLEY: Well, obviously the manage- . Electric power supply and pump con- some parts became obsolete or slow-
fire and extended coverage depart- ment was very shocked that such a fire trol arrangement were not rehable Power moving Adequate aisle spaces were not
ment, both of Factory Mutual could occur or spread as rapidly as it did supply cable was routed through the ware- kept
International's London office. They knew that they had a certain amount of house Operation ofthese pumps, important As years passed, the automotive Industry

protection, but you must remember that a components ofthe fire defense systems, was turned more and more to the use o f plastic
great deal o f plant management has no therefore subject to the effects ofa fire in the instead o f metal for various components
knowledge of fire protection They have building they were intended to protect The highly combustible loading in theware-

RECORD: Can you describe the polltical other thmgs to do So consequently they did Power supply to fire pumps and fire pump house reflected this trend However, protec-
atmosphere in Germany at that time, not really ask too many questions about the controllers should be designed for rehable lion did not keep pace with these develop-

BAYLEY: Well, several of the Baader- protection, such as why the fire brigade was operation under any emergency condition ments With proper sprinklers and water
Meinhof gang had reportedly unable to stop it It seemed that one of the . The on-site emergency organization density, and better storage configuration,
committed suicide in one of the German chief concerns of management at that time was incomplete Not until 5 or 6 minutes the spnnkler system could have controlled
prisons that morning Because of certain was, "This thing is gone Let's do what we after discovery of the fire did someone de- the fire The most critical factor, though,
statements made by people around Europe can to get production reinstated in the cide to notify the Niehl fire department was the existence of a solld, uninterrupted
on the left fringe at the time, it was thought quickest possible time " That is one of the Three times during the emergency, fire block of high-challenge fuel which no Sprin-
that maybe the Ford fire was a result ofter- first things they did They were already pumps were found not running, even kler system could sufficiently protect
rorist activity At about this time the meeting by dinnertime that night to get al- though placed on automatic control No one
Baader-Meinhof gang had threatened to ternative facihties arranged had been assigned to stand by to ensure un- Technical footnote: What if the storage
blow a Lufthansa airlines plane out of the RECORD: Has this fire affected other interrupted operation Two pumps had to be had been lowered to 10 ft 9 According to
air, someplace in the world-they didn't say Ford o f Europe plantsl Has Ford reeval- restarted manually while the third one lost Factory Mutual Data Sheet 8-9, the properly
exactly where So people were reluctant to uated ltS policies with regard to protection power early in the fire arranged storage of plastics to 10 ft high
travel by air Important people had been systems, In this case, had warehouse personnel should be protected by a density of 0 45
kidnapped in Germany and surrounding BOSMAN: I think one ofthe main results been assigned to the following key func- gpm/sq ft over a demand area of 5000 sq ft
areas of Europe It was a very, very touchy of the fire is that Ford management, both in tions, they would have made a more effec- if 165'F sprinklers are installed The actual
polltical situation the United States and Europe, is now much tive contribution to the firefighting efforts system, with all pumps operating, provided

RECORD: Was itdue to the political atmo- more aware of the hazards of plastics stor- 1 A person to take immediate charge of only about 0 3 gpm/sq ft over an operating
sphere that the pollce denied everyone ac- age, particularly in warehouse areas In fact, the emergency and direct the efforts of the area of about 5000-sq ft
cess to the plant9 they have started on a program ofreevaluat- organization until reheved by a Ford fire of- If 286« F rated spnnklers had been m-

BAYLEY: No Well, perhaps in part You ing all their existing warehouses and stor- ficer arriving from the fire station stalled, a density of 0 45 gpm/sq ft over a

have to remember that it was an extremely age areas and, where needed, they will im- 2 Personnel trained to sound the plant demand area of 3000 sq ft would have been
senous fire, one ofthe largest industrial fires prove their protection They're spending a alarm and telephone the Ford fire station required however, only about 0.35 gprn/sq
m Western Europe since World War II It is lot of money on that That applies to upon discovery of a fire ft over 3000 sq ft was available
always the duty ofthe pollce in these situa- America as well as Europe They embarked 3 Control valve operators to make sure Thus, even lowering the storage height to
tions to take into accountthe safety ofevery- on that program prior to the fire, but, of the sprinkler system water control valves 10 ft from 20 ft , while maintaining flue
body who might be involved, keeping in course, the fire accelerated their plans They for the affected area are fully open, and to spaces and installing high-temperature
mind that many people are not aware o fhow really want to make sure this doesn t hap- stand by the valves to guard against prema- sprinklers, would not have assured protec-
these buildings behave when they have pen again . ture closure by others until relieved by the tion from a disastrous fire .
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Using insurance, not own loss control
buys a scapegoat in case of failure

By Norman Hoffman, times have changed Today a penny saved
CPCU, ARM becomes a ha'penny n 10 years Who wants

to change a pound into a ounce, And ifwe / - ' "»
RECENTLY FRONT PAGE ARTICLES put off till tomorrow Ir next month, maybe 

have appeared in this newsmagazine this quarter's results will look better Thus,
giving the impression that the seller's mar- there are val,d reasons today for not promot- The cost of insurance is definite.
ket in insurance had fallen out of bed One ing motherhood and .safe:y
might almost believe that insurance compa- But the cost of effective loss con-
nies were holding a January White Sale or Recent reports on t-_e future and changing
an after-Christmas Sale in which men's all role of risk insurance managers stated that trol is at best subjective. There iswool suits were reduced to $149 95 from the service most cornmonly purchased by
$250 risk managers and olher management per- never any certainty as to whetherIn those instances in which underwriters sonnel responsible frr insurance is safety
panicked following the records of 1974 and and loss control The report found that 63%
1975 and overpriced their pollcies based on of responding risk managers utilized insur-  one is overspending or under-
forecasts of the imminent end of the world, ers or other outside services supphers for -E i spending.which has not occurred yet, there may be safety, 53% used similar t.re protection ser- I- -
some gratuitous premium reductions In vices and 42% used thase facilities foradvice
general, however, my scientific samphng of on OSHA Othei management personnel  i

' the two wise men leads me to conclude that with responsibility forinsiranee make even

the pricing and availability of property and greater use of such ou:side services The rea- kers and other service organizations offer selves to treatment by loss control pro-
casualty insurance coverages rehes even sons for this utilizaticn ofpaid, outside ser- professional loss control, property conser- grams For exarnple, there are Social ills
more heavily than before on a cost-plus ba- vice organizations in preference to use of an vation and safety services either as a part of such as arson, vandalism, crime, large auto-
sis, especially for large risks inside loss control program are many an insurance premium or for a separate mobile losses or large products/premises 11-

First, the cost o f insurance is definite It is charge The rlsk manager or corporate exec- abillty Judgments merely because the cor-
Which brings me to the subject ofthis dis- based upon specified rates and factors and utive on the other hand, may not consider poration is a target-risk

sertation Business executives, fully cogni- offers minimum and maximum limits So it himself competent or the equal of these ser-
zant that Insurance premiums must cover may be reasonably estimated and ac- vices Implementing and succeeding with a

· losses, services and profit, still prefer to pay counted for The cos: of effective loss con- Insurance lS easy to obtain and simple to loss control program may be one duty man-
premiums rather than make a major com- trol is at best subjective There is never any maintain Maintaining one s own loss con- agement believes could and should be better
mitmentto loss control This exists despite a certamty as to whether one is overspending trol program requires recruiting, qualifying, left to an outsider, because of the difficulty
clear understanding that internal loss con- or underspending tralnmg, administering, supervising and the m making any one person responsible for
trol ranks among the more humane and Second, the outcome of an insurance pol- entire spectrum of personnel-related prob- the job Internally, responsibihty would

I least costly, l e profitable, risk management icy is definite The company agrees to pay lems for relocating and the start of employ- have to be assigned at the executive level,
alternatives The title "Risk Manager" con- for losses and it does so Whether or not the ment until separation or "death do you then possibly at a committee level, then to a
tains within it a clear responsibility for con- insurer's loss preven-ion program is effec- part " safety director, then to functional managers
trolling risks and resultant losses Why, tive, it willpaythe cost o flosses as promised in charge ofplant, fleet, security and person-
then, have I observed managements giving in the policy, thus providing the insured Insurance is sold-by insurance compa- nel If an outsider provides the services, re-
only hp-service to controlling losses and with worry-free protection On the other nies, agents, Insurance brokers, stock bro- sponsibillty is easily pinpointed

' prefernng to pass the responsibility on to hand, the outcome oi a corporation's inter- kers, banks and by advertising Indeed, Then, too, it may be that management has
their insurers or other outside services«) nal loss control progIam is mdefinlte there ts an old adage which says, "Insurance made an effort in the past at running a loss

"A penny saved is a penny earned " "An The payment o f an .nsurance premium is is never bought, it's sold " It's unhke a gam- control program and did not succeed
ounce of prevention is worth a pound of a readily identifiable expense item An im- bling casino which is sought out by the cus- Thereafter lt will avoid repetition of such
cure " "Don't put offtilltomorrow what you provement in accide--t or loss experience tomer But hardly anyone promotes corpo- failure
can do today " When I learned all o f these may result from other sources such as better rate loss control programs with a hard-sell Psychologically, it appears that manage-

, proverbs I took them to be absolutes But working conditions, 1=wer turnover, capital The risk manager may try, but is hampered ment has grounds on which to pass the re-
improvements, improved motivation or mo- by the fact that his hvellhood and his future sponsibillty to outsiders The rationale is

Norman Ho#man, assistantprofessorat The rale and a multitude ofsocietal or economic if he is upwardly mobile depends upon clear If the program works, management
i College of Insurance in New York, has been factors thus making 1: difficult for manage- those he is trying to convince And safety can pat itself on the back fordeciding to buy

an underwriter, agent, broker, 7·,sk man- ment to accurately gauge the cost/benefit directors are not renowned as especially elo- the service, ifthe program doesn't work,
ager and caphve znsurance companv prest- ratio of its internal Nrogram and expendi- quent salesmen Also there ls actual resis- management can always say, "Oh well,
dent almost since the proverbs he quotes tures tance from production management there's always someone out there waitmg to
were first written Insurance companies, consultants, bro- Some types of losses Just don'tlendthem- sell us insurance "

* Insurer claims sta ffs work strictly 9-to-5
By Amos Rosenbloom, CPCU room and caused $50,000 worth ofdamage I

notified the insurance company that I was

THE CLAIMS DEPARTMENTS of the on the spot 30 minutes after the loss The tv
casualty insurance companies operate set was the probable cause, according to the

on an eight-hour, five-day week They seem fire/arson inspector I said I would hire
to think accidents orlosses should only hap- someone to take pictures, and I picked up
pen during business hours Their employes Insurance companies should have the tv set and stored it in a box In the end,
are not serving the customer They aren't the insurance company refused to share any
"holding the client's hand " They don't 24-hour service available for cost for the pictures, and did not work on
know how or whom to contact when losses subrogation for two years When I got a call
occur, how to ieduce losses or how to inves- claims. If there is an automatic from anattorney who asked that I give him
tigate accidents the pictures and send in the tv set whichhad

Three times in the last six months I have answering system on the day num- been trashed. I was dumb-founded
tried to use the claims facilities of national
insurance companies and found them lack- ber, the company should so iden- In short, the national insurance compa-
ing in imagination, availabillty and compe- nies are so tied up in their paperwork they
tence tify it in the phone book. cannot get out to do the Job They have for-

The first loss involved a head-on collision gotten how to communicate and how to re-
of two trucks m the South One driver was duce the effects of a loss with reasonable,
dead and the trucks were total losses The immediate investigation and loss reduction
reporting procedure from chent to agent The second loss inolved a death in Chi- the fire aepartment had Just been called techniques Insurance companies should
worked well When I received notice of the cago where the back wheels of a truck ran The shopping center was filled with smoke, have
loss the trucks were still on the highway, over a pedestrian an. he was killed The but prompt action by the firemen stopped . 24-hour service available for claims If

pictures and statements could be taken time was 410 p m The claims department the fire and smoke was being extracted with there is an automatic answering System on
However, the local insurance company had said they were closed and couldn't take the large fans I turned to the phone book, but the day number it should so identify it in the
no night number listed in Minneapolis or call until the following morning Unbeheva- found no night number for the insurance phone book
Chicago Their claims people were not at ble9 No, it happensd Again our staff company So, I thlnk maybe there is a tape • A plan for gathering information on the
home and the trail grew cold In this case, stepped in to get witnesses' accounts and or answering service No deal I locate a na- claim-procedures for gathering pictures,
oui agency picked up the ball, ordering pie- clear up the details of the accident tional claims number, only to have the per- statements, pollce reports, names and ad-
tures and taking phone statements from wit- promptly, so that there was enough evi- son answering the phone state that auto ac- diesses of witnesses, etc
nesses dence to determine probable negligence cidents are allthey coverafterhours In frus- • The wherewithal to authorize salvage

and to get help to injured parties tration I locate one ofthe claims people who and repairs immediately
Amos Rosenbloom ts a prenctpal of Minne- can authorize "Air Kem" :o clean up the • Requirements that the customer have
apolts-based Bradow, Howard, Kohler & The third loss was acorker While working damage I stayed at the store until 12 30 a.m an immediate safety board meetingto estab-
Rosenbloom Inc, a brokerage flrm, 3601 at night, I called a retail store customer for when the job was completed lish responsibihty for all employe acci-
Park Center Blvd, Minneapolm 55416 current underwriting data and found that Three years ago a tv exploded in a motel dents
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info for buyers
rT' o receive materials listed in Info for Buyers, write to the
1 name and address accompanying each item, mention-
ing that you saw the item offered in Business Insurance.
Readers are invited to submit educational and promo-
tional material of interest to risk managers and employe
benefit chiefs for possible inclusion in the column. All
items that are free and of interest to our readers are eligi-
ble; those available at a modest cost will be considered.

Send a sample to Mary Ellen McKee, Info for Buyers,
Business Insurance, 740 Rush St., Chicago, Ill. 60611.

. A manual of more than 20 indi-

vidual insurance buyers' check-
lists is now available in a three-

ring binder form from RIMCO Inc.
The booklets, for use in examining
corporate insurance portfolics,
lists every kind ofinsurance appli-
cable to a specific type of business

exposure and coverage. For a
free brochure describing the
binder, write RIMCO Inc., 10300 N.
Central Expressway, Suite 350,
Dallas, Tex. 75231.

• The Engineering & Safety Ser-
vice of the American Insurance

Assn. is offering the results of a
newly revised survey on hazards
in the chemical and allied indus-

tries. The 112-page survey, with
pictorial illustrations and charts,
contairs in formation about loss

prevention programs, hazard fac-
tors, risk evaluation, plant layout,
equipment, operator practices, ex-
plosion prevention and control
and environmental health. Cost is
$10.· Wr.te Publications Dept, The
American Insurance Assn.,,85
John St., New York, N.Y. 10038.

• The Paul Revere Cos. is offering
a booklet describing "super stan-
dard," a widely discussed new con-
cept in life insurance underwrit-
ing and pricing. The booklet pro-
vides detailed information on the
subject and easy-to-apply criteria
charts. For a free copy write L.

Russell Blanchard, vp-advertising
and public relations, The Paul Re-
vere Cos., Worcester, Mass. 01608.

• Reduce fire sprinkler damage

and property losses caused by
forced entry. Knox Box Co.'s bro-
chure describing its innovative
public safety key box system,
which was developed to provide
firefighters and paramedics imme-
diate access to locked buildings, el-
evators and other secured areas.

For a free copy of the brochure
write Knox Box, P.O. Box 2684,
Newport Beach, Calif. 92663.

• An eight-page booklet is now
available from the Texas Advisory
Council on Arson and the Texas

Safety Assn. on the effects o farson
in Texas. The booklet gives statis-
ties on the impact ofarson and of-
fers tips to Texans on how they can
help curb arson. For a free copy
write ATAC on Arson, 1011 Con-
gress, Suite 501, Austin, Tex.
78701.

• Factory Mutual Engineering,
part ofthe Factory Mutual System,
offers a four-page booklet focusing
on floods and the fire problems

The only Ihing as dependable
asa Fenwal fire suppression system is

theguy whoservkes l.

In the fire suppression business, it simply
isn't enough to make the most reliable Halon-
based systems in the world. You've got to cus-
tom design, install and service those systems
reliably too.

To Fenwal, that means maintaining an inter-
national team of knowledgeable, dedicated distrib-

utors. Halon experts
who can tailor a fire

suppression system
to meet your specific
hazards and environ-

ments.

It also means

keeping those dis-
tributors right up to
date on the newest

developments in
Fenwal technology.
So they can provide

the best pre- and post-installation service any-
where. And at any time. That's dependability.

AND WE DO MEAN

ANY TIME

No matter when a

fire suppression occurs,

day or night, your factory-trained Fenwal distrib-
utor will be on the scene within hours. To refill

and reset your system with UL approved facil-
ities and parts.

Which means you'll never be left unprotected
for long. That's the kind of around-the-clock relia-
bility and service that's made Fenwal the most
popular in the industry. And it's one big reason we
install more Halon fire and explosion suppression
systems than anyone else in the business.

SEE HOW WE WORK

If you'd like to find out how to become one of
our many satisfied customers, just write or call to
arrange a viewing of our
new film, "Fire: Seconds
to Suppression." -,59-

It shows how our .

systems and our        -
service-oriented dis-

tribute,rs operate.
Write Fenwal Incorporated, Ashland, MA

01721. A Division of Walter Kidde & Co., Inc.
Our local full service

distributors are listed in

the Yellow Pages under
"Fire Protection."FENWAL

We've proved our systems work in ten thousand installations.

they can cause. The booklet dis-
cusses the advantages of long
range planning for floods in areas
where they occur frequently, the
threat of fire in these areas and the
steps to take aftera flood. Costis 10
cents for members and 20 cents for
non-members. Write Factory Mu-
tual Training Resource Center, Or-
der Processing Dept., Box 688,
Norwood, Mass. 02062.

• How to protect computers and
data processing equipment from
property loss and damage is found
in Industrial Risk Insurers's Rec-
ommended good practice for the
protection of electronic data pro-
cessing and computer-controlled
industrial processes. Losses from
natural disasters and man-made
ones are described, including
dates and amounts of damages.
Also included is a glossary of com-
puter terms. For a free copy write
Robert F. Quagliaroli, Publica-
tions Dept., Industrial Risk Insur-
ers, 85 Woodland St., Hartford,
Conn. 06102.

• Hull Cargo & Surveyors Inc.,
which represents underwriters
and private interests in surveying
and inspecting all types of marine
and inland marine risks, offers a
brochure describing its service
specialties. For a free copy write
Willaim J. Borrmann, Hull &
Cargo Surveyors Inc., 5th Floor, 80
Maiden Lane, New York, N.Y.
10038.

. The Direct Claims Approach:
One Sure Way To Reduce Your
Claims Cost, a promotional book-
letpublished by United States P&I
Agency Inc., outlines that com-
pany's nationwide independent
loss adjusting services for marine
casualty cases. For a free copy of
the booklet write William J. Bor-

rmann, Affiliate Accounts Man-
ager, USP&I Agency, 5th Floor, 80
Maiden Lane, New York, N.Y.
10038.

dates

APRIL 23. Ohio State University
is sponsoring a conference on
health maintenance organiza-
tions providing experiences, per-
spectives and cost containment re-
sults of major businesses using
HMOs. Cost is $40. Contact
Stephen F. Loebs, Ph.D., Graduate
Program in Hospital and Health

Services Administration, Ohio
State University, 1583 Perry St.,
Columbus, Ohio 43210.

APRIL 23-25. RIMCO Risk Man-

agement Inc. and RCI Communi-
cations Inc. will present a seminar
on professional liability forbuild-
ing designers and construction
contractors. The program will ad-
dress how to coordinate non-

professional and professional cov-
erages on a cost effective basis, ap-
proaches to insurance markets and
techniques for the analysis and
evaluation of competitive quotes.
The seminar will be repeated May
15-17 in Philadelphia and June 4-6
in Chicago. Cost is $375. Contact
RCI Communications Inc., 10300
N. Central Expressway, Building
V, Suite 350, Dallas, Tex. 75231;
phone 214-363-9656.

MAY 15-16. Risk Planning Group
Inc. is sponsoring a workshop in
New York to examine the theories
and principles behind sound risk
management administration and
to analyze practical tactics behind
a successful program. Communi-
cation tools, how to evaluate the
performance of a risk managerand
the proper relationship of risk
manager to field operations will be
discussed. Also May 30-3lin Hous-
ton. Cost is $425. Contact Risk
Planning Group Inc., 722 Post Rd.,
Darien, Conn. 06820; phone
203-655-9791.
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Business links won't tie up clients, brokers say
By JOHN H. MILLER

LONDON-Leading brokers are
claiming they will try to avoid ex-
elusive client-arrangements with
any U.S. brokers with whom they
will be cooperating more closely in
the coming months as a result of
the growing stream of trans-
Atlantic insurance link-ups.

The latest to go on record in
this way is the newly-created
Sedgwick Forbes Bland Payne
group, which is negotiating a busi-
ness integration with Alexander &
Alexander, but has already lost
some of its own accounts to C.T.

Bowring group through changes
by Marsh & MeLennan. (Business
Insurance, Mar. 5>.

Generally speaking, these moves
are seen in U.K. broking circles as a
significant step tc re-assert the in-
dependent stance of Lloyd's bro-
kers in the minds of the insurance
community. But at the same time
there is little doubt that fluctua-
tions in business arrangements
will occur as their associations
with seleeted U.S. brokers grow
stronger. Renewal dateswill be the
occasion when these plans are put
to the test.

Neil Mills, chairman of

Sedgwick Forbes Bland Payne,
says: "Until discussions with Alex-
ander & Alexander for a formal·
link are officially completed, the
two groups are considering how
best to coordinate their activities
with a view to close cooperation in
all territories throughout the
world. It is unlikely any proposals
will be fully announced for several
months, but the directors of the
two groups war-t to emphasize
again that it is their agreed policy
nol to achieve an exclusive ar-
rangement.

"This is especially the case over
the correspondent relationships

between A&A, other London bro-
kers, my own group and otherU.S.
brokers, for the clients' interests
must always remain paramount."

The Sedgwick Forbes division of
the group (which recently merged
with Bland Payne) has just an-
nounced it made profits of $50 mil-
lion last year, against $46 million in
1977, but expects North American
markets to become more competi-
tive during 1979. Its other interests
cover Australia, New Zealand,
South Africa, and the Middle and
Far East, as well as some European
countries.

Steering design concern
Marine insurers are waiting for

greater safety. attention to be paid
to tanker steering design after stu-
dying a report on the Amoco Cadiz
oil spill off northern France last
year which blames a breakdown in
steering gear for the basic cause of
the disaster.

But the tanker captain Pasquale
Bardari is criticized for delay in
calling salvage assistance before
the U.S.-owned tanker drifted onto
the rockswith 220,000 tons ofoilon
board, leading to the worst pollu-
tion ever recorded.

The report by a Liberian marine
board, which took action as the
tanker was registered underits flag,
agrees that bad weather might have
affected the steering. But there were
delays in calling for tug assistance,
partly because the captain apparent-
ly felt bound to make four radio-
phone calls to the owner's Chicago
office before finally resolving the
salvage terms available to him.

Claims for $1.5 billion oil spill
damages have already been laun-
ched by the French authorities in
the U.S. against Standard Oil ofIn-
diana and associated companies
(BI,Nov. 13). But some risk experts

1VS

protest this is so far above the max-
imum international limits of $17
million which had been agreed by
many countries that it is comple-
tely unrealistic. The limit has since
been raised by many countries out-
side the U.S. to $36 million, and
may go even higher to $72 million.
But the French authorities, which
include townships in the polluted
coastal areas, say the U.S. courts
have power to award much greater
damages iftheythink thiscourseis
proper.

Oil safety committee

A committee has been set up to
advise the U.K. Health and Safety
Commission on health and safety
matters in the oil industry, includ-
ing offshore North Sea develop-
ments in which many U.S. firms
are engaged,

It will aim to protect workers
from hazards which may arise in
their employment,.and will con-

i

centrate in the first place on off-
shore exploration and develop-
ment.

Management representatives
from Esso, Mobil, Total, Shell,
Amoco, and British Petroleum cor-
porates will sit on the committee,
together with trade union repre-
sentatives. They will make peri-
odic reports to the Health Com-
mission, which has already es-
tablished special advisory commit-
tees on toxic substances, asbestos,
and major industrial hazards.

U.S. business profitable
Higher profits from their U.S.

operations have been returned by
leadingU.K. insurancecompanies,
even though they fear there may be
a decline in the coming year's re-
sults.

Commercial Union, which as re-
cently as three years ago was
pulling out ofloss-generating U.S.
business, has·swung back comple-

tely on track. It turned in profits of
$15.7 million last year; against $6.3
million in 1977, citing improved
claims experience in most lines.

Its statutory operating ratio was
98.5%, against 98.2% in 1977. But
premium rate increases were hard
to achieve, except. for workers
compensation, because ofgrowing
competition.

Good results in the U.S., with
profit of $10 million against a 1977
loss of $7 million, helped to lift
General Accident's global success
to $180 million. Royal Insurance
also raised its U. S. results effec-
tively to $21 million from only
$400,000 in 1977, with world profits
at $356 million.

"All mglor lines in the U.S. im-
proved to produce better under-
writing results, with profits
achieved in property lines, and
losses reduced in auto and workers
compensation, and eliminated in
general liability," the Royal group
announced. •

a

Atwo-day
workshop:

How to organize
and administer

the risk and insurance

management
function

The risk management concept has expanded rapidly to
include not only traditional insurance purchasing but
also self-insurance, captive insurance companies and
other risk funding techniques; safety and loss control;
data collection and loss forecasting; compliance with
numerous federal and state regulations; and more.
Making all of this work ean be an administrative
nightmare without the proper tools and techniques
which have been developed for successful risk and
insurance management. The workshops are designed
to equip you with the necessary tools.

The sponsor is Risk Planning Groop, Inc.,an inde-
pendent risk management consulting firm who has
assisted many lai·ge multi-national, multi-subsidiary
corporations as well as small- to medium-sized firms
in developing solutions to their risk management
administrative problems.

Among the issues to be addi·essed at these work-
shops are:
• How to evaluate the risk and insurance manager
• Centralization versus decentralization of the risk

management function
• Premium and loss allocation systems
• Size of the risk management department
•Use of outside services-loss data collection, safety
engineering, and others

• Where should the risk manager,eport in the
organization?

• The responsibilities of the boairl of directors, top
management and the risk manager

• The role of the agent/broker

The speakers and workshop moderators aip either
practicing risk managers or risk management Consul-
tants. They all have had considerable experience in
A-e;,rnin.:nrl imnlpmAntinIy t.hpir own ris;k management

programs or in aiding corporations in the development
of more effective liBk management department<.

5 Locations: New Fork City Mng /3-/6
Houston Mall 30-31
Atlanta June 5-6

Chicago June 12-13

Les Ange/es June 1 9-20

Information on hotel accommodations and rates will 1,4,
sent upon receipt of the work,;hop fee.

The Fee: $425 per pen;on
$395 for each additional person from one company

Risk Management Administration Workshop
Mail tu:
(enferenee ('(Hil·dinator ria

[3 PleaMe send me more

Risk Planning Group. inc.
informatic,n

722 P<)st Roaci, Da,·ien ('(mn. 06820 Plea:· register me for
(203) 655-9791 the following workshop

titli·

ci,m imny

[3 New York City·
May 15-16

0 Houston,

May 30-31
0 Atlanta.

June 5-6

[] Chicago,
June 12-13

0 Los Angeles.
June 19-20

241

which includes admission t„ all

sessions. lunches both days. a coek lail party and the workhook.
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Better.

jiJ{

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

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

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

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

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

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

other insurance we've

made better:
COMPACT.

Commercial

property

buildings,
contents,

inland marine

exposures, glass, and
more, in one, simple policy.

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

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

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

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

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

We keep

mce

better. amhul
Properly& bablhly
Insurance

C¥ouRIT-A Serving you through Independent Agents. St. Paul Fire and Marine Insurance Company /St. Paul Mercury Insurance Company/The St. Paul Insurance Company /
\5CZ3Zr'1/ St. Paul Guardian Insurance Company/The St. Paul insurance Company of Illinois: Property and Liability Amliates of The St. Paul Companies Inc., Saint Paul, Minnesota 55102.
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and the competition rules.

Name, title

Company

Address

City

Telephone
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RevIon denies...
Continued from page 1
or six years," said Don Arbogast,
manager of corporate insurance
for Eli Lilly & Co., which owns
Elizabeth Arden. "We have had no

problem getting insurance or with
rising premiums." But, Mr. Arbo-

gast added, the company has been
heavily self-insured these past few
years and is aware of the dangers
that could come from product lia-
bility suits.

Two out-of-court settlements be-

tween Revlon and women who

claimed they were harmed by Eso-
terica have only added to the

industry's worry. Revlon's product
liability insurers reportedly have
already paid out $500,000 to the
women, a figure that Revlon offi-
cials would neither confirm nor

deny.
But Frank Johnson, vp for pub-

lie affairs at Revlon, said the com-
pany was admitting no guilt in

making those settlements. "Those
sort of things are handled by the
insurance company (Insurance Co.
of North America) in a way that is
best for them. They want to cut
their losses, so they do what they
have to do," Mr. Johnson said.

"Vigorous" defense

This time, however, the com-
pany is determined to fight Mrs.
Tulin's suit "vigorously," said Mr.
Johnson:

Part of' that defense will include
arguments by Revlon that the am-
moniated mercury in Esoterica
never posed any health problems
and that it was taken out in 1972

only because the company found a
more effective replacement.

"We had no .unhappiness with
Esoterica and there were no prob-
lems with ammoniated mercury.
We just decided that we should go
with something better," Mr. John-
son said.

Partoftheimpetustochangethe
cream also came from questions by
consumer groups and the govern-
ment over the possible dangei
posed by mercury, Mr. Johnson
acknowledged. But the company
never agreed with critics who sug-
gested there might be some dan-

Report I ists

captive use

at big firms
DARIEN, Conn.-Some 155 cor-

porations listed in the Fortune 500
operate captive insurance compa-
nies, one consultant estimates.

Companies such as Sears,
Roebuck & Co. with its Allstate di-
vision are included in Hugh
Rosenbaum's estimate, arrived at
by matching the list he compiles
for Risk Management Reports
with the Fortune 500 listing.

Mr. Rosenbaum of Risk Plan-

ning Group here included compa-
nies in his estimate having what
RPG terms "senior insurance sub-

sidiaries" such as Allstate, which

have expanded far beyond simply
underwriting parent company
risks to become general insurers.

When he took the. Forbes 500,

with companies ranked on the ba-
sis oftheir asset values, he counted

127 firms having captive insurance
companies. But, "approximately
100 or more companies on the
Forbes 5001ist are already financial
institutions or insurance compa-
nies that would have no reason to

operate a captive insurer." .

First union pension
The first successful trade union

pension plan in the U.S. was es-

tablished by granite cutters in
1905.

gers in the use of mercury in prod-
ucts, he said.

No FDA action

"If someone questions an ingre-
dient that we use and we have

something better to replace it with,
then we will go ahead and do that.
But that doesn't mean there was

anything wrong with the original
product," he said. "This was sold
as an over-the-counter drug, not as
a cosmetic, so the FDA (Food and
Drug Administration) has control
over it and can impose stringent
drug control laws." The FDA can
require the maker to put warnings
on labels if there is something po-
tentially dangerous with the prod-
uct, but that never happened with
Esoterica, he said. "The FDA had
the power to ban this product or
recall it, but they never did. Ob-

Quiet

Quality.

viously, they didn't think it was all
that critical," Mr. Johnson argued.

But there was evidence long ago
of a concern about the effects of
ammoniated mercury. In the
1930s, the U.S. governrnent
warned thatlong term use ofa face
cream containing ammoniated
mercury might cause health prob-
lems. And the FDA suggested that
creams which carried less than 5%
ammoniated mercury (Esoterica
only had 3%) should carry a eau-
tion to frequent users. Japan, after
a scare in the 1960s when high
levels of mercury were found in
fish, banned the import of Eso-
terica because of its mercury con-
tent.

Since the ammoniated mercury
was replaced with hydroquinone
in 1972, there have been no com-
plaints about the cream. But Mrs.
Tulin-and the other two women

who filed suits-argued thatthe ef-
fects o f Esoterica before it was re-

formulated continue to linger.
Mrs. Tulin says in her suit that

she used the cream f6r "many
years" before she stopped apply-
ing it on her skin in 1975. For much
o f that time, the cream was manu-
factured by Mitchum Co., which
was bought by Revlon in 1970.

Similar complaint
Mrs. Tulin told Business Insur-

ance that in 1975 she noticed dark

spots would often be left on her
hands and face after using the
cream, so she stopped using it. But
she said it wasn't until 1978 that
she thought the cream might also
be linked to the chronic health
problems she had suffered for the
past decade.

That was when she read in a pa-
per about a trial in Tennessee
where a woman seemed to com-

plain of similar ailments, which
she said were caused by the ammo-
niated mercury in Esoterica.

In that case, a jury awarded the
80-year-old woman $1.5 million in
damages for her suit against Rev-

ROLLINS BURPICK
HUNTER
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lon. But that award was over-

turned by the judge, who ruled it
excessive. Before a retrial on dam-

ages, the case was settled out of
court for a sum that Revlon offi-
cials refuse to disclose.

The lawyer in that case, Thomas
Dossett, is acting as co-counsel in
the Tulin case.

Mrs. Tulin's Connecticut-based

lawyers, Kathryn and Harvey
Wachsman, are now in the process
of obtaining depositions from their
client and from Revlon officials.
Mrs. Wachsman said the lawyers
hope to have a hearing date set
sometime within the next two
months.

Part of the case will rest on how

much research went into making
the cream, who was responsible for
the tests and what kind o f chemi-

cals were used in it, Mrs. Wach-
sman said.

Mrs. Tulin, at the request of
Revlon's lawyers, will have to un-
dergo a physical exam before the
trial starts. •

Multinational Insurance Brokers

World Headquarters

10 South Riverside Plaza

Chicago, Illinois 60606
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Get th* ans*ers you nded to ease your 46]i*i**3 burd€f
Your company is facing growing Workers Com-
pensation risks. The strategies you employ to
minimize the impact of these risks may well
save your company thousands of dollars.
That's what this Conference is all about:

SUNDAY, JUNE 10

4:00 pm: Registration.

6:00 pm: Welcome Reception. Special
screening of a significant Workers Compensa-
tion film.

MONDAY, JUNE 11

9:00 am: Federal Regulation-Is It Really
Coming? An examination of the outlook for
passage of a federal Workers Compensation
law and speculation on possible provisions and
their effect.

10:00 am: Federal Regulation-Impact On
Employers. Daniel M. Kasper, Assistant Pro-
fessor, Harvard Business School, takes an

in-depth look at what federal Workers Compen-
sation control would mean to employers.

11:15 am: Risk Managers And Regulation.
Michael Craig, Manager of Insurance, Trans-
con Lines, and Howard T Weber, Director of In-

surance, 3M Company, discuss whether risk
managers should be involved in the issue of
regulation, how they should advise their com-
panies, and what position risk managers take.

12:30 pm: Luncheon.

2:00 pm: Concurrent Sessions. Four inten-
sive sessions-attend the one of your choice:

• How To Uncover And Prevent Fraud.

James D. Strader, General Attorney-Workers
Compensation & Casualty, U.S. Steel Corp,
and Jon Shebel, President, Associated In-

dustries of Florida.

• Pre-placement Screening And Counsel-
ing As A Loss Control Tool. Judth Stockman,
Director of Safety, Weiser Lock Division of
Norris Industries.

• How To Limit Serious Injury Liability. Gus
E. VonBolschwing, Attorney, Golman & Von-
Bolschwing, and Richard Carroll, Principal,
Carroll & Company.

• Calculating And Quantifying Your
Workers Compensation Exposures. Joseph
A. Destein, President, Risk Sciences Group.

3:45 pm: Concurrent Sessions. The previous
sessions are repeated so you can attend one
more of your choice.

5:15 pm: Reception.

TUESDAY, JUNE 12

9:00 am: Faceoff-Are Workers Compensa-
tion Rates Fair? William Cain, Director of In-
surance & Risk Management, Dayton Hudson
Corporation, Richard I. Fein, Actuary, National
Council on Compensation Insurance, Myra L.

Tobin, Vice President & Senior Casualty Officer,
Casualty Division, Marsh & McLennan Com-
panies, Inc., Palmer App, President, Central
Division, Kemper Insurance Companies, and
Douglass Stevenson, Partner, Rook, Pitts,
Fullager & Poust, discuss and debate tt-is cen
tral Workers Compensation issue.

12:00 noon: Luncheon.

1:00 pm: Can The Wage-Loss Concept Real-
ly Work? John H. Lewis, Attorney, dissusses
Florida's experiment with the wage-loss
concept.

1:45 pm: Concurrent Sessions. Fou' addi
tional intensive sessions, attend the one of

your choice:

• Rehabilitation-Controlling The Loss
After The Injury. Gayle C. Foster, Assistant
Secretary, General Reinsurance Corporation.
• Should You Use Your Captive For
Workers Compensation? Robert A, Reeves,
Vice President-Insyrance, Hospital Corpora-
lion of America.

• Safety And Loss Prevention. Michael
Krikorian, Corporate Manager of Safety,
Brunswick Corporation, and James Dugan,
Manager of Safety, Allegheny Ludlum
Industries, Inc.

• Auditing And Monitoring Your Insured
And Self-Insured Workers Compensation
Program. Donald R. Czerniach, Vice
President-Manager, Administrative Claim
Service Dept., Fred S. James & Company of
New York, Inc.

3.30 pm. Concurrent Sessions. The previous
sessions are repeated so you can attend one
more of your choice.

5:00 pm: Reception.

WEDNESDAY, JUNE 13

9:00 am: Top Management's View on Work-
ers Compensation. The perspective from the
top on the issues and an examination of the op-
portunities for managing the risks.

10:15 am: Product Liability And Workers
Compensation. Victor Schwartz, Office of the
Secretary, U.S. Department of Commerce,

discusses aspects of the Department's pro-
posals on product liability and their rela-ionship
to Workers Compensation.

11:30 am: Taxes As Loss Prevention Incen-

tives. Richard Bergman, Executive Director,
Interagency Task Force on Workplace Safety &
Health, and Robert Collyer, Executive Assis
tant, UBA Incorporated, discuss whether a

change in the tax code to limit employer
Workers Compensation tax deductions to the
average for their industry would provide an in-
centive to improve safety and reduce
workplace injuries.

12:30 pm: Adjournment.
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NATIONAL CONFERE
ON
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NSATION

dune 10-13,1979 • Huatt Regencg O'Hare Hotel
Rosemont,illinois

Cor ference Data: Space is limited so registrations are accepted on a first-come, first-served basis
only. To assure a place for you and your associales, please register as soon as possible.

Conference fee is $385, a 10% discount appljes to this rate for additional registrants from the same
company who register at the same time. If your plans change, you can substitute the name of
another individual, without penalty, prior to the Conference. Or you can receive a full refund if you
cancel by May 29, 1979. (For cancellations received after May 29, there is a $65 service charge )

Registration fee includes admission to all Conference sessions and functions, complete resource
materials including a workbook, planned luncheons and receptions.

Hotel accommodations anc travel arrangements are not included and must be made separately.
Registrants automatically receive hotel reservation forms with their Conference confirmations.

To Register, Mail Coupon Or Phone (312) 649-5242 Collect-TODAY!

UES! Please enroll me and my associates in the

Business Insurance National Conference on Workers Compensation.

Enclosed is a check for $ 0 Bill me.

(Make check payable to: Crain Educational Division. Mail with coupon today to: Crain
Educational Division, 740 Rush St., Chicago, IL 60611)
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Add ess
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Additional Persons From The Same Co.
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Nuclear plants
Continued from page 1
"asinine" and other opponents ar-

gued that the chance of earth-
quakes occurring in the region of
the five plants was once in 10,000
years.

The plants were closed when it
was discovered that they were de-
signed with the aid of a faulty com-
puter model that was used to deter-
mine the likely stresses on cooling
pipes in the event of an earth-
quake.

The computer model, designed
by Stone & Webster Engineering
Corp., apparently underestimated
by large margins the stresses in
event ofan earthquake. Officials of
the NRC said the pipes and pipe
supports designed according to
the model could burstifthere were

a strong quake, causing the plant
to lose its cooling fluid. If that hap-
pened, according to the NRC, the
nuclear core could melt down, re-
leasing radiation.

No one yet has admitted to mak-
ing a mistake that resulted in the
miscalculations, which could be-
come a major factor when deter-
mining who is liable for the mil-
lions of dollars the utilities esti-

mate it is going to cost to replace
the nuclear power with oil.

Oil needs

The five nuclear plants normally
produce about 4.1 million kilo-
watts ofelectric power. Energy De-
partment officials have estimated
thatitwillcostthe U.S. 100,000 bar-

rels a day of additional oil to make
up for that power loss.

Officials contacted at the plants
said they don't know how long the

Pinehurst, S

...

nuclear reactors might be shut
down or how extensive any
changes might be. Most agreed
with Jack Scanlon, insurance di-

rector of the Duquesne Light Co.,
who said all he knows at this point
is, ;'This will in no way have any
effectonourinsurance. Therehave

been no threats to cancel or rewrite

any of the policies."
ANI's Mr. Proom said his corn-

pany, despite the caution of the
government, is "not uneasy at this
point. It is our contention that the
computer model was not that far
offand that certainly in this partof
the country the chances of earth-
quakes are very small."

But some officials argue that the
danger of earthquake damage is
greater than critics ofthe closings
wo ild concede.

Good safety record

Victor Gilinsky, one o ffive mem-
bers ofthe NRC, said at a Congres-
sional subcommittee meeting in
March that it was possible once ev-
ery 20 years for an earthquake to
occur that would impose stresses
beyond the permissible limits at
the five plants. Experts from the
U.S. Geological Survey said a 1929
ear-liquake that occurred less than
100 miles from the James Fitzpat-
rick plant in New York was greater
than the standards at the plants.

James Fitzpatrick is the only one
of the five plants where earth-
quake dangers had been taken into
account in the construction and

special insurance had been pur-
chased.

The earthquake controversy

tenhouse

discuss U.S. merger
By LEN STRAZEWSKI

TORONTO, Ontario-Reed

Stenhouse Cos. Ltd. an insurance,

reinsurance and risk management
firm here, is discussing a merger o f
its U.S. insurance business with

California-based Pinehurst Corp.
The discussions, stillin the"very

preliminary stages," according to
John Riley, director of Reed Shaw
Stenhouse & Partners Inc., center

around the possibility of Reed
Stenhouse becoming a "major mi-
nority interest" in Pinehurst, a di-
versified insurance services com-

pany and parent of the insurance
broker Emett & Chandler.

In return for a large block of
Pinehurst common stock, Reed

Stenhouse would grant majority
interest in its 20 U.S. brokerage of-
fices but retain its Reed Shaw
Stenhouse name and some man-

agement interest.
An earlier report in the Wall

Street Journal suggested that
Reed Stenhouse was pulling out of
the U.S. market in direct contra-

diction to its annual report resolu-
tion use to U.S. office profits to ex-
pand further in the United States.

The story incited a memo to all
U. S. offices from Reed Shaw

Stenhouse New York chief execu-

tive officer Tony Salvatore, in
which Mr. Salvatore assured em-

ployes that "we are definitely not

selling out," to Pinehurst.
"The implication in the Wall

Street Journal was that we were

selling out," explained Mr. Riley,
"when in fact we are contemplat-
ing a merger in the better sense of
the word to the mutual advantage
of both.

"Should there be a meeting of
the minds, Reed Stenhouse would
receive a block of Pinehurst com-

mon stock. This possible merger is

very much like a merger of several
yers ago in which Reed & Ostler
joined with Stenhouse Ltd. to be-
come Reed Stenhouse," he told
Business Insurance. •

comes just a few weeks after the
insurance industry released a re-
port highly praising the safety rec-
ord of nuclear reactors.

The report, compiled by ANI,
said over the past 21 years no acci-
dents have occurred at insured

plants involving radiation releases
posing even a minor threat to the
general public.

John Quattrocchi, senior liabil-
ity underwriter at ANI, said losses
over the pasttwo decades have
only been "minor." The company
paid out only $623,000 in claims
since 1958, the report said, and
about 73% of the industry's pre-
miums were refunded after 10

years because of good safety rec-
ords. "We have complete confi-
dence in the nuclear industry," Mr.
Quattrocchi said.

ANI was formed in 1957 as a pool

underwriting association of about
100 stock companies and insures
all operating nuclear reactor plants
in the country.

Liability limits
In association with the Mutual

Atomic Energy Liability Under-
writers, the pool covers plants to a
$140 million liability limit, ex-
pected to increase to $160 million
in May, Mr. Quattrocchi said. Most
of the plants also buy property in-
surance from the pool at a limit of
$300 million, but 14 have formed a
captive, Nuclear Mutual Ltd., for
that purpose.

Before August 1973, the govern-
ment provided indemnity in ex-
cess of the insurance limits of the

pool (in 1957 that was $60 million)
up to an overall limit of $560 mil-

lion. Since then, however, the gov-
ernment has been eased out of the

insuring role and most of the re-
sponsibility has shifted to the pool
and the utility company. Starting
in May, if there is an accident that
exceeds $160 million in damages,
each utility company would be as-
sessed its proportionate share of

the toss, up to $5 million per reac-
tor owned and operated.

With 68 reactors now in the coun-

try each kicking in their $5 million,
that adds $340 million to the insur-

ance coverage of$160 million, fora
total of $500 million. That leaves
only $60 million to be contributed
by the government.

As more reactors are built, each
with their $5 million share counted
on, the government will gradually
be relieved o fany financial respon-
sibility, Mr. Quattrocchi said. .
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Schiff Terhune
-    Insurance Brokers/Risk Management Services -

Write or call any of our offices or contact Richard Hess,
Executive Vice President, at our California offices, Schiff Terhune Incorporated,

1801 Avenue of the Stars, Los Angeles, CA 90067. 213/277-3641.

Go First Class
with Stewart SmitWs
Law Enforcement Officers

Liability Protection
You want top coverage for all your risks. And, that's what you
get with STEWART SMITH'S Law Enforcement Officers
Professional Liability protection. We write this coverage
through an A+ Class XI insurance carrier, licensed in all statds.
This program makes it possible for Police and Sheriffs' ----*,
departments, and other law enforcement agencies, to be
protected against suits or allegations of wrong doing.
Clip the coupon below for complete information on STEWART
SMITH'S Law Enforcement Liability program. ,

StewSrt Smitil* : - -
Member Stewart Wrightson Insurance Group -

lriene,riar'%&9"xer :r:f.ds:' 2'«1; a50:92'y'6'66t,« Mit:»E,ft,fa4';m
3200 Wilshire Blvd. 116 John Street Public Ledger Building Grant Building
Los Angeles. CA 90010 New York. NY 10038 Philadelphia, PA 19106 Pittsburgh. PA 15219

Please send me your

Law Enforcement

Officers Professional

Liability kit.

222 Cedar Lane

Teaneck. NJ 07666

Broker/Agent Name

Address

City

wdlji2.«bc j5606

State Zip
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"0'Keefe International

classified advertising Adjustment Companies, Inc.,
P.O. Box 16168,

WORKERS' COMPENSATION SPECIALIST Phoenix, AZ, 85011,
area code 602-264-3439,

Immediate opening for individual to assume technical and cable address .LOKADCO"RATES AND CLOSING TIME $3 00 per line,m:nimum charge $15.00 Cashwith administrative responsibilities for Oakland County's self-insured "We Will Handle Your Claim
order. Figure all cap hnes (maximum-two) 30 letters and spaces per kne, program Duties include claim investigation/validation, court Anyplace In the Free World"
upper & lowercase 40 per line.Add two hnesfor box number. Replies are action recommendations, work site corrections and cost

containment B A in Risk Insurance, Safety Mgmt, Busforwarded dally Cbsing deadkne Copy in written form in Cheado
Adm /Mgmt, Public Adm or related field, AND three yearsexp UNDERWRITERSofice not later than noon, Frtday, 10 days preceding pubticatton date.
with a formalized Workers' Compensation Program - Industrial/ Established Excess & SurPublished evervotherMondav.Display classified takescardrate of$36£ 0 Governmental Salary range $17,401 -$19,847, supplemented by plus/Managing General A-

per column znch, and card discounts on size and frequencv. Mail ads w liberal fringe benelits gent needs property/casual-
ty underwriters If you haveBusiness Insurance, classified advertising dept.,740 N Rush St., Chicago,

For further Information or application package, please contactIllinois 60611 312/649-5340 or 312/649-5239 2-5 years of underwriting
the Personnel Department experience with a standard

carrier, are willing to re-HELP WANTED HELP WANTED

RISK MANAGEMENT ANALYST CORPORATE ACCOUNT EXECUTIVE
$20,268 - 24,744

Extensive Commercial P&C experience Oakbnd County locate and are looking for
a real challenge/growth
position, please contactCombination of education and experience required Position includes participation /4/'-ZZ4'

equivalent to graduation from an ac- 8.==CY,\ 1200 N Telegraph • Pontiac, MI 48053 (313) 858-0530 Ms. Mary Marines, V. Pres.in management Call Richard Mintzer
credited college or university with course 516 678-5858 or 212 291 2345 d
work in business or public administration, oj An Equal Opportunity and Affirmative Action Employer Horan, Goldman
insurance and considerable administrative Producer

Companies, Inc.experience in the areas of risk manage- Rapidly growing subn agy with 75%
ment an industrial safety Apply by April Two Bryn Mawr Ave.Comm'I vol and large Life/Group boik
13. 1979, to the City of Stockton. Person seeking aggressive producer. should cc n Bryn Mawr, Pa. 19010net Department 425 North El Dorado, trol $300,000+ & be interested in future

215-527-4400Stockton, CA 95202 (209) 944 8233 stock participation Reply in confidence,
AFFIRMATIVE ACTION/EQUAL Box H, New City (Rockland Cty ) N Y Openings in Bryn Mawr, Pa ,

OPPORTUNITY EMPLOYER 10956 Cherry Hill, N J. & New York
LOOKING TO UPGRADE

Central California firm desires respcnYOUR CAREER·)
Bible person experienced in all phases of RISK MANAGER City offices.

An Equal Opportunitb Employer
The following is a listing of expertise we

Industrial Insurance Must type andhave interest in
handle all detail No sales involved Se,d

ACCOUNT EXECUTIVES
resume and salary req to personnel, Avoid career speculation and capitalize on this solid opportunityRISK MANAGERS

EMPLOYMENT BENEFITS Snider Lumber Co ,PO Box 670, Turlock in our 420-bed uriversity-affiliated hospital serving northwest CORPORATE RISKCa 95380
PENSION ADMIN Illinois Our outward-bound, community health care facility admitsASST RISK MANAGERS Equal Opportunity Employer

more than 16,000 in-patients and 75,000 out-patients annuallyCORPORATE CLAIMS ENERGETIC, AMBITIOUS, BRIGHT MANAGEMENT EXECUTIVES
SAFETY ENGINEERS

person with office management and cas A minimum of 2-3 years risk management experience is preferredACTUARIES Insurance/Risk Ana ystsualty insurance background wanted forSYSTEMS ANALYSTS to implement decision-making responsibilities As a coordinator ofrewarding, permanent, challenging and Safety-PropertyPROGRAMMER
leadership position with leading worker*s all areas of loss m risk management, you will manage claims in-

Conservation ManagersSalaries are commensurate with expert
compensation carrier in Fla Send resume vestigations and possible lit,gations For your expertise, you canence For further information call or send
to FCCI Fund, 2540 So Trail, Sarasota, be assured of career advancement, an excellent salary and at- Loss & Claimsresurne to
FL 33579

MR LOU NOBLE-Ins Manager tractive benefit pac<age For a confidential interview, send your Control Managers
KLING AGENCY = 212 9644640

r Professional Risk Management Tools 7 resume with salary history and requirements to Group Benefits &180 Bway-NYC 10038
Pension ManagersAGENCY UNDERWRITING/ Automated in formation systems for controlling MS. BARBARA C. BECKER Health Care DirectorsMARKETING MANAGER and administering cost of risk

Milwaukee based agency is seeking a L PERSONNEL DEPARTMENT & Assistants
marketing professional with extensive
commercial casualty experience and sound >unrnorate< Discreet use of our NATIONAL regis
working knowledge of property coverages *SwedishAmerican Hospital ters of skilled applicants and corpora.
Mui* be capable of developing and main-
taining a strong underwriting Unit and systems i tions are available for further person-

al advancement and professional risk1400 Charles Street / Rockford. Illinois 61101familiar with client presentations and management departmental staffing
marketing of risks to companies Excellent 4 An Equal Opportunity Employer m/f Call Edward Hoffman/Martin Hodes,
compensation package and growth POten - 80%3,78 AMAILLO rEXASM 20 800858435, COLLECT, at'tial in the position Send your resume to

(212) 267-2600Box 233. BUSINESS INSURANCE
740 Rush Street, Chicago, IL 60611 RISK MANAGEMENT/BROKERAGE/

WALL PERSONNEL
RISK MANAGEMENT COMPANIES/POSITIONS

ASSOCIATES, INC.Director of Risk Management for West
Michigan health care facility employer of Risk Mgr NJ Fortune 200 Co to 6OM
1600 Report to Vice President and Trea Safety/Loss Prot Engrs NY NJ 25·3OM

170 Broadway
New York, N.Y. 10038surer Responsible for development and Cas & Prop/Ins Admin, 3-6 yrs

administration of effective risk manage
ment program relating to general, profes- Corp/Bkge/ins Co Exp, Degree 20.26M CLAIMS EXAMINER 
sional and workers' compensation liability Treaty Reins Producer-Int'I Exp $Open
exposure Participation in management Primary Cas Und Mgr no Yrs Exp . 27M A career opportumt, exists within the Corporate Claims Departmentdecisions relating to new policies selee Property Excess Mgr/NJ Heavy Prime STATE OF MISSOURIdon or self insurance College graduate of the world's largest and most progressive Air Freight ForwarderExcess 40Mwith experience in corporate insurance The individual we seek will be responsible for reviewing and settl- General Agency Availableor health care institution risk management Prop Reins Bkr Chu-

ing customer claims involving all phases of air carrier liabilitySend resume with salary requirements to 35 Yrs Prop or Brokerage Exp 25-3OM St. Louis based CasualtyG Branston The successful candidate will possess and have demonstratedPersonnel Department Carrier is looking for a genBlodgett Memorial JOHN HUTTNER 212-732-3110 * excellent communications skills,
eral agent capable of pro-Medical Center david i· hollinger associates, inc. * ability to work with figures,

1840 Wealthy, S E 150 Broadway, New York NY 10038 * organizational skills, ducing $400,000 to $500.An EOE/M/F

* capability to deal with the public under pressure, 000 volume of substandard* ability to interpret and logically apply rules and regulations
Prior claims experience with either an air or surface freight carrier O.L &T. and M&C business.
would be an asset Top commission and contin-
An excellent compensation package is offered including a com- gency will be paid. We arepetitive salary and a wide range of company-paid benefits

well re-insured and anxious
To be considered, send your resume and salary history to

to g row.
Arlene M. Troy Box 232, BUSINESS INSURANCE

EMERY AIR FREIGHT CORPORATION 740 Rush St., Chicago, Ill 60611

Old Danbury RoadAssistant Corporate Wilton, Ct. 06897

Risk Manager An Equal Opportunity Employer, M/F INSURANCE AND RISK

EMERN MANAGEMENT

Air Freight ASSISTANT
Assist in all functions of Risk Management A new and expanding out-
Department, 1.e. patient facility in the De-
• Accumulate and report renewal data R/M BROKERAGE troit Medical Center has
• Negotiate policy wording and renewals CAREERS opening for an Insurance
• Review leases and contracts with insurance RISK DIRECTOR OPEN COMMERCIAL and Risk Management As-

sistant to assume duties re-requirements WEST: One of the best exec PRODUCER $4OK+
utive positions this year. Man- lating to the Implementa-DALLAS Client seeks proven pro-• Negotiate insured losses
agement level expr. needed in ducer of medium-to-large comer- ten of the risk management• Participate in annual planning activities. all risk financing & placement cially oriented accounts Full ser-
techniques, loss control, and vice support given by marketing program working In closeCandidate will have 3-5 years' experience in all claims. Wrap-up expr. a plus and servicing staff. cooperation with the attor-

phases of corporate risk evaluation, knowledge ASSOCIATE RISK MGR. $32,000 AGENCY ney. Responsibilities will
So. WEST: Progressive electron-of insurance markets and excellent communica- UNDERWRITING $25/$3OK
Ics co. is staffing post requir- also be assumed for liaison

Leading SOUTHEASTERN agencytion and analytical skills. Will consider recent ing domestic and international with law firms, and incidentindividual with 3 years primary
graduate if education warrants. insurance and claims ext)eri casualty und exp plus a mini- investigation and documen-

ence mum of 1 year agency marketing
tation. Must have the abilityBachelor's degree in Insurance or Mathematics LOSS CONTROL expr. Additional opening is Co

and Florida

required. MBA highly desirable. DIRECTOR $35,000 to develop and teach "In-
LOUISIANA ACCOUNT

MID-WEST: New post with lead-
EXEC service" programs Bache-

Reply in confidence with resume and salary ing ut,lity. Will design and di $30's
lor's degree required withrect program including hiring Requires an individual with tech-

history to: Staffing Manager/P. 0. Box 225474, Utility or construction 1/c or nical expertise in commercial ca- hospital experience prefer-
sualty lines Two positions involv-M.S. 217 Dept. 9643/Dallas, TX 75265. safetv exor. needed red.

CONSULTANT to $35,000 Ina marketing and /or servic ne
AGENCY ADMIN. MGR mid $20's Send resume to:N. East, Mid-West, So. East SE agency requires prior agercyTEXAS INSTRUMENTS locations Established firms experience regarding workflow,

staffing up Solid R/M expr. personnel, mail-room, data pro- HEALTH CARE INSTITUTE
needed All have bonuses.INCORPORATED cessing, hiring, train,ng, etc

CONTACT: DONALD DELANEY CONTACT: JIM GILBERT PERSONNEL SERVICES
ALL FEES PAID... PARTIAL NATIONAL LISTINGS 4201 ST. ANTOINE

An equal opportunity employer M/F Apply by resume or call
DETROIT, MICHIGAN 48201INSURANCE RECRUITERS, INC.

3707 Rawlms. Suite 416, Dallas Texas 75219 • 214/528-0090 Equal Opportunity Employer M/F
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Joe Parrett reti res; Carnation promotes Broadway
David Broadway is the new m-

surance manager at Carnation Co.

in San Francisco, moving up from
assistant insurance manager to re-
place Joe Parrett, who retired after
30 years with the company. Mr.
Broadway, 50, will be replaced by
John Oddy, who recently left the
position of insurance manager for
Dart Industries.

***

Bill Tronnier has joined Parker

Drilling Co. in Tulsa, Okla., in the
newly created position of corpo-
rate risk manager. Mr. Tronnier, 43,
joins Parker after 23 years with
Phillips Petroleum, most recently
as assistant risk director. In his

new position, Mr. Tronnier will re-
port to vp o f administration Roger
Collins. Mr. Tronnier received his

BS degree in business administra-
tion from the University o f Tulsa

***

Barbara Heagney has joined
W.R. Grace in New York as its cor-

porate insurance administrator, re-
sponsible for its property and casu-
alty insurance programs. She re-
places Jim Lott, who went to Rite
Aid Corp. in Harrisburg, Pa., as its
new insurance manager. Ms. Heag-
ney, 28, was for the past nine years
a special agent responsible fornew
business at Industrial Risk Insur-
ance.

***

Edgar Armstrong, formerly di-
rector of the insurance and protec-
tion division of the American

Bankers Assn., has joined Wyatt
Co. as a consultant and head ofthe

risk management services opera-
tion in a new Washington, D.C., of-
fice. No successor has been selec-

ted yet for Mr. Armstrong at the
ABA.

***

Byron L. Hinson Jr. has been
promoted to director of employe
relations, insurance and safety, a
newly created position at Sunny-
land Foods Inc. of Thomasville,
Ga. He will be responsible for
bringing together all insurance
functions, including group and ca-
sualty insurance along with super-
vising the employe relations de-

partment. Mr. Hinson, 39, came to
Sunnyland from the Dorsey Corp.
of Chattanooga, Tenn., where he
was risk manager. He has 14 years
of claims administration experi-
ence in all lines and four years in
insurance managementand safety.
He graduated from the University
of Georgia with a BBA degree.

***

Pullman Kellog ofHouston, Tex.
has hired Peter Richardson as as-

sistant manager of insurance and
promoted Thomas N. Mercer to se-
nior insurance analyst from insur-
ance analyst. Mr. Richardson, 49,
most recently was corporate risk
manager for Newpark Resources.
In his new position, he will report
to Harold L. Biggers, manager of
insurance for Pullman Kellog. Mr.
Richardson has a BS in economics

from Penn State University and is
a CPCU.

***

Deborah K Hunter has been

promoted to the newly created po-
sition of corporate insurance ad-
ministrator of Aladdin Industries

Inc. of Nashville, Tenn. Ms.
Hunter, 26, previously was corpo-
rate insurance analyst. In her new
position, which includes responsi-
bility for all of the company's in-
surance plans except group, she
will report to Frank Kyle, treasurer
of the company. Ms. Hunter has
been with Aladdin for four years
and is secretary-treasurer of the
Cumberland chapter of RIMS.

***

McQuay-Perfex Inc. ofMinneap-
olis has named Stella P. Alexis

claims and loss prevention admin-
istrator, a newly created position.
Ms. Alexis, who will report to assis-
tant treasurer Barry Glaser, pre-
viously was a risk management
specialist with Land O'Lakes Inc.
She is an economics graduate of
Indiana, University of Pennsylva-
nia and in December 1977 became
an associate in risk management of
the Insurance Institute ofAmerica.

***

Jim Carlisle, 55, has been named
risk manager for the state of Wash-
ington, replacing Jim McLees who

Famous Quotes........

"Knowledge is of two kinds.
We know a subject our-
selves, or we know where

we can find infoTmation:
-Samuel ] obnson

,

...... By Dinner Levison
If you want information on how to solve your
business insurance problems, turn to the
knowledgeable experts at Dinner Levison. We
offer a combination of diversified skills, broad
experience, and personal service that success-
fully meets the needs of a wide range of clients,
from small local businesses to multi-national
corporations with world-wide interests. For a
personal quote, call Dinner Levison today.
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220 Bush St., San Francisco, Sa. 94104. (415) 391-5422
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A Regional Insurance Broker Serving Business
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was promoted to assistant director
for state services in the department
of general administration. Mr.
Carlisle, who has about 35 years of
experience in the insurance indus-
try, was formerly the risk manager
for Marin County, Calif., until his
job was eliminated by cutbacks re-
sulting from Proposition 13. Prior
to that, he was risk manager, forsix

years for Orange County, Calif.
***

David L. Morris is the first risk
and insurance manager of Fleet-
wood Enterprises Inc. in River-
side, Calif., recently appointed to
the position. He reports to trea-
surer Paul M. Bingham. Mr. Morris
had been risk manager for the city
of Pasadena, Calif., from June 1977

Utilization review . . .
Continued from page 1
next three months to a 9% reduc-
tion for the cumulative 15-month
period. This reduced patient days
among those monitored to slightly
over 1,000 days per 1,000 insured
from 1,140 days recorded in
rnid-1977.

"We're becoming increasingly
satisfied" with the PSRO's perfor-
mance, Mr. Heintz said, notingthat
the reduction in patient days
"seems to be accelerating the
longer the process is in force."

Deere also hired the Iowa Foun-
dation for Medical Care a year ago
to review hospital stays of 83,000
employes and dependents in Iowa.
The Iowa PSRO has delegated uti-
lization review to hospitals, unlike
Mid-State. Deere expects to have
data in July to compare the impact
of the two review processes, Mr.
Heintz said.

Twenty-three ofthe 26 hospitals
under Mid-State's program review
hospital stays themselves. How-
ever, Mid-State decided not to del-
egate review to hospitals for its pri-
vate sector clients because"a num-
ber of industries we have talked to

have no confidence in delegated
review," according to Mid-State
executive vp Don Kline. Several
business spokesmen confirmed
they prefer thi objectivity of a
third party.

Five hospitals in the Mid-State
region aren't cooperating fully
with the PSRO, limiting the orga-
nization to retrospective review of
private Ratients. The administrator
of one of these hospitals, E. Tho-
mas Sheahan of the 165-bed St.

Margaret's Hospitalin rural Spring
Valley, said the hospital isn't op-
posed to utilization review of pri-
vate patients.

Review costs

Mr. Sheahan said the hospital
should have been involved more in

the PSRO's plans. He questioned
why St. Margaret's, with delegated
status, is qualified to conduct utili-
zation reviews on its large number
o f federal patients, and isn't quali-
fied to review the small percentage
of private patients coming under
PSRO review. "It really doesn't
make a great deal of sense," he
said.

Private firms pay Mid-State
$14.54 per admission for utilization
review and currently account for
one-third of the PSRO's income.

That figure should climb to 50% by
the end of the year, Mr. Kline pro-
jected.

More private firms have been
hiring PSROs during the past year
as they become increasingly aware
of the need to cut hospital Costs,
according to Willis Goldbeck, di-
rector of the Washington Business
Group on Health. "Megamillion-
dollar increases" are finally getting
people's attention, he said. Private

industry also has been spurred by
the greater credibility PSROs have
gained during the past year, Mr.
Goldbeck said.

A 1978 survey by the American
Assn. of PSROs showed 26 of the

140 PSROs in operation.conducted
private reviews. A new 1979 survey
is expected to show that more
PSROs are taking on. private eli-
ents.

Providing private sector review
was part of the initial PSRO con-
cept, said association executive vp
Boyt Thompson. PSROs were so
plagued by organizational prob-
lems early in their development,
however, that expansion to the pri-
vate sector was delayed, Mr
Thompson said.

Insurers interested

The association established Peer

Review Network Inc. over a year
ago to help private firms and
PSROs develop review agree-
ments. PRN is receiving $55,000
this year from the Health Insur-
ance Assn. of America (HIAA). It
is currently investigating PSROs
for the HIAA in five geographical
areas to identify those which are
qualified to provide private sector
review. PRN also will provide
technical assistance to PSROs and

survey the efficacy oftheirreviews
so recommendations can be made

to the insurers.

Since 1974, the HIAA has en-

couraged its insurer members to

to November 1978.

.

We'd like to report on sta#
changes in your risk management
or emplove benefits department.
Just drop a note to Stuart Emm-
rich, Business Insurance, 708 Third
Ave., New York, N.Y. 10017 or call
212 986-5050.

work with the medical community
in monitoring hospital use. As hos-
pitals have recently become more
amenable to utilization reviews,
the HIAA has stepped up its ef-
forts.

Blues testing

Jerome Coquillard, associate di-
rector o f the HIAA's consumerand
professional relations division,
said HIAA has faciliated agree-
ments between eight PSROs and
about 30 insurers. Some insurers,
scared off by past criticism that
PSROs were ineffective, now see
rising costs of hospital care as
enough reason to further investi-
gate PSROs, Mr. Coquillard ex-
plained.

In an attempt to counteract criti-
cism of PSROs, HIAA recently
compiled a paper for its members,
detailing findings that confirm
PSROs are effective in reducing
hospitalization.

Blue Cross/Blue Shield plans
also are testing the effectiveness of
PSRO utilization reviews. Cur-

rently, 14 have established pilot or
ongoing projects in which PSROs
monitor their subscribers. A Blue

Cross/Blue Shield Assn. spokes-
man said the results ofthese proj-
ects were "somewhat mixed,"
though with some strong, positive
results. •

There are
UmbrellasJand
thereareUmbrellas
Primary or Excess, Complex or Simple,
Land or Water

The Wetzel Company, Inc.
2000 South Post Oak, Suite 2400

Mailing Address: P.O. Box 66452
Houston, Texas 77006

Telephone: 713/626-3240
Telex: 76-2053

Only through Agents/Brokers
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Bermuda regulates insurers July 1, with exceptions
HAMILTON, Bermuda-If a as exempt insurers atthe rate of 10 1 By filling out the appropriate basically the same financial infor-

captive insurer here is owned by or 12 a month, bringing the latest y form, existing companies can de- mation required by the final regu-
one company and insuring only tally to 870 More captives are 0 lay for one year from July 1 becom- lations, only these apphcations are
the owner's property risks, it could group-owned and more are under- ing subJect to the Bermuda Insur- for data accumulation while finan-
probably get an exemption from writing unrelated risks These de- ance Act of 1978, said Shelton cial statements filed under the fi-j

meeting the solvency require- velopments have convinced nearly . Burgess, registrar of companies nal regulations will be used to en-
ments of Bermuda's new insur- everyone on the island-ven Everyone in the insurance bum- force solvency requirements
ance law, says the chairman of the those who argued for scant regula- ness here is being urged by the Loans to affillated companies of
insurance advisory committee tion m 1969-that the sheer size of government to request the Interim capital and surplus are one type of

Group-owned insurers arguing the Bermuda market now requires exemption m order to give the gov- transaction the new Bermuda in-
they deserve the same exemption that it be regulated ernment time to build its regula- surance law is designed to control,
afforded protection and indemnity tory machinery Companies which says Mr Burgess Loans are still
(P&I) clubs in the law can also take Insolvencies are not unknown form here after July 1, however allowed under the law, but funds
their case to theregistrarofcompa- here First International Assur- will immediately be subject to the loaned can't be included when cal-
nies for his consideration and re- ance Co (FIAC), owned by agroup provisions of the Bermuda Insur- culating admitted assets. Admit-
view by the insurance committee, of mdividuals and writing treaty Photo Kathryn J Mcintyre ance Act of 1978 ted assets must equal 75% of a
suggested Hal Dale, chairman of and facultative reinsurance for Bermuda's insurance regulation company's insurance habillties
the committee advising the gov- London and in Cahfornia through focuses on solvency, says Transitional regulations pro- The final regulations will be
ernment on implementing the new FIAC agencies, became insolvent

Shelton Burgess, registrar oflaw
viding for the interim exemption ready before the end of May, said

m 1976 The matter is now m the were to be distributed April 1 Cap- Mr Burgess
Assuring solvency of Bermuda- courts in Bermuda One other ex- companies.

tives, captive managers, brokers Under the law, a director, resi-
based insurers lS the prime pur- empt insurer has gone under A in 1974 Neither insolvency seems and local insurers will have until dent director and local insurance
pose of the new regulation that be- company named Mid-Atlantic, to have raised much concern about July 1 to complete the application manager of a company must sign
gms July 1 also mdividually owned and not a the security of the Bermuda mar- to secure the one-year exemption all financial reports attesting to

Companies are registering here corporate subsidiary, went under ket The transitional regulations seek their accuracy

Bermuda firms expand hmits won't produce the necessary
minimum premium of $5,000

Meanwhile, CIRCL is nearly Consider using captive
half-way to ltS 1981 goal of 25 par-
ticipants in its reinsurance under-

third-party underwriting writing operation In December,
four new members Joined the cap-
tives of Owens-Illmois, Alco Stan-

to fund benefits: Exec
HAMILTON, Bermuda-Cap- business, the company has dard Corp, Allegheny Ludlum HAMILTON, Bermuda-Fund- company because it will cost 2% to

tivessearching for sources o fthird- a premium-to-surplus ratio of Steel Corp and General Tire & ing employe benefits through a recapture the reserves The insurer
party business have knocked on 13-to-1 Onanet basis, it's under Rubber Co,bringingthetotalto 12 captive insurance company in the- will require aletter of credit forthe
the door of Britamco, the under- 1-to-1 participants ory doesn't make sense, but it can reserves, which costs 0 25% to 1%,
writing agency here headed by for- Originally formed to provide ex- be very advantageous in specific andthereisa 1%excise tax payable
mer Lloyd's of London under- Four new participants signed cess casualty insurance between situations, suggests James G on benefit plans msured offshore
writer Leshe Dew, but the agency on with Britamco in January Al- $250,000 and $5 million to partici- Harlow, a director of Johnson & But the hefty health insurance
is "filled-up " ham Vers A G for 12 2%, Nisshin pants through reinsurance ar- Higgins in New York reserves are likely to be paid out m

"Maybe there could be a Bri- Fire & Marine, the thirteenth rangements among themselves, Although the pension reform one year, Mr Harlow notes Life
tamco II," muses PeterFoley, vp of largest Japanese insurer,for 4 88%, CIRCL has now expanded to pro- law limits to 5% the amount of msurance, requwing longerreserv-
Britamco and Insco, the Gulf in- Le Assicurazioni d'Itaha, the huge vide reinsurance of primary cas- group benefit business an affi- ing, iS also a good benefit candi-
surance subsidiary that owns the Italian insurer, for 488%, and ualty layers Four members are hated company can insure for its date for a captive, as is a long term
underwriting agency Chemical Insurance Co , the large now participating m the primary parent organization, the insurance disabihty plan, said Mr Harlow

Elsewhere on the island, the captive of Ciba-Geigy (Switzer- program, which provides for 100% industry believes employe benefit
reinsurance pools of Captive In- land), for 4 88% pass-through of nsks to other plans can be legally reinsured by a Since the funding of pension
surance & Reinsurance Co Ltd In addition to Insco, which takes members primary carrier with a corporate costs in the US is governed by the
(CIRCL) and Hopewell are ex- 53 65% of Britamco's underwrit- client's captive The major group pension reform law and since costs
panding, adding members search- ing, the other participants are Coverage under the retro plan is insurance underwriters are operat- are very predictable, there iS no
ing to diversify their insurance Eisen Und Stahl Ruck for 975%, hmited to 50% of the standard pre- ing under this interpretation ofthe reason towantto fund pensions for
portfohos La Preservatrice Comp Anon for mium for $2 million, a participant law although lt hasn't been tested U S employes in a captive, Mr

These companies are at leastcog- 4 88% and Reaseguradora Na- gets $1 million of insurance If in the courts yet, Mr Harlow said 'Marlow noted However, multina-
nizant ofthe tax advantages ofdo- cional de Venezuela for 4 88% losses exceed 110% of the initial recently at the Third International tional companies may want to put
ing so if not motivated by them Since expanding into unrelated premium, the participant is hable Captive Insurance Company Con- foreign plans in the captive to

"It's silly to sit back and wait for business, Insco has focused pri- for 175% of premium per loss and ference here spread the costs and avoid cur-
the inevitable to happen," suggests marily on casualty business, tak- 250% in the aggregate There's risk The medical reserve estabhshed rency problems, he said
Mr Foley, refernng to the Internal ing also marine, property and a shifting here, but it's obviously to pay claims under a group health Only a few corporations,
Revenue Service's challenges of small amount ofaviation business structured to prevent any one par- pollcy is the most hkely candidate however, have taken advantage of
tax deductions for premiums paid Its net capacity is up to $1 3 milhon ticipant from laying o ff heavy for reinsurance with a captive, said captives set up to insure
to captive insurers writing only and itwill write a maximum lineof losses on others Mr Harlow Reserves estabhshed property/casualty risks for funding
parent company business $700,000 but the average on one Hopewell, the property insur- for a large corporation's health benefit plans, said Mr Harlow

Insco is now an approved non- risk is $250.000 That's $100,000 ance pool formed by ARM Interna- plan could range from 20% to 40% "Those that have gone into it are
admitted reinsurer in 37 states and more than the average a year ago tional, has expanded to 31 mem- of premium, he said, translating to doing quite well,"he reports One
is seeking status as a licensed rein- Buffer layer business was its spe- bers, recently admitting Alva In- millions ofdollars on which toearn client of J&H who a few years ago
Surer in several states cialty during the tight markets, surance Ltd , the property captive investment income transferred the reserves on its enb

Gulfs insurance subsidiary is "but the buffer business seems to of International Flavors & Fra- However, a company should ployes' health benefit plan to the
now underwriting $114 million in have died," observes Mr Foley grances Inc The pool is now un- seek to put the reserves in its cap- captive, built up $200,000 over two
premiums, two-thirds from out- "So we write first and second layer derwriting $70 milhon in pre- tive only if the captive can earn a to three years The money was
side risks and one-third from Gulf umbrellas " He won't go much miums which are retroceded to the rate of return at least 2% better eventually used to offset a bad
On a gross basis, including Gulfs higher than $700,000 because high owners on a net line . than that paid by the insurance property loss, Mr Harlow noted .

Bermuda captive managers and under which ltS 12 members can sphere of Bermuda translates intoBermuda claim... owners, underwriters and insur- lay off their first layer of risk up to a too-relaxed attitude toward bum-
ance experts, gleaned from inter- $250,000 on other members ness "I'll call down to get some-
views with them in Bermuda and Although the majority ofexperts thing done They say 'right away,'

Continued from page 1 tive to the London and New York from their remarks dunng the here cite new growth and develop- but two months later it Stlll isn't
advocates maintain Respected un- markets, even its promoters admit Third International Captive Insur- ments, a few admit business is accomplished," one broker la-
derwriters who have moved to the Trained personnel to carry out the ance Company Conference here slow Soft markets in the US are mented
island and the growing pool of *growing business are in short sup- last month The meeting wasspon- absorbing new business and even There's also concern among
money invested in insurance com- ply Bermuda is movingtowardes- sored by U.S consultants Risk taking some business away from some insurance experts that too
panies here are helping to propel tabllshmg Its own insurance edu- Planning Group and London con- Bermuda on renewal much secrecy-affectionately
the developing insurers into new cation facility to train Bermudians sultants Risk Research Group known on the island as confiden-
business ventures and keep expatriates up-to-date, a Attendance at the confer-

Different perceptions tiality-surrounding Bermuda's
Among the most active under- step some observers believe is crit- ence-300 people from 14 insurers detracts from lt when

writers cited by sources in Ber- leal, countries-attested to the develop- But underwriters m Bermuda more established, better known
muda include Gulf's Insco and ment of the Bermuda market That profess to avoid rate cutting in or- markets are available
Britamco companies, Ocean Drill-

Looking ahead the insurance buyers were out- der to stay in the runnmg for ac- Finally, there is the issue of
ing & Exploration Co 's Mentor In- numbered three-to-one or four-to- counts whether Bermuda can accommo-
surance Ltd, Phillips Petroleum's The effect, good and bad, ofnew one by sellers of services indicates Though its size is relatively small date its status as an msurance cen-
Walton Insurance Co Ltd, The regulation over the Bermuda in- the Bermuda market is aggres- and coverage is apparently not ter Expatriates coming to live on
Blades Group; Canadian Pacific dustry remains to be seen The sively seeking new business cheap, the Bermuda market offers the island reportedly are taxing the
Steamship Co's Arion Insurance number ofproblem companies un- Potentnal for new captive devel- the advantage of speed, says one limited housing available Contin-
Co Ltd, Ford's Trascon Insurance earthed by the regulation and how opment among the Fortune 1,000 reinsurance broker "I can put to- ued market growth will require
Co Ltd for foreign risks, Texaco's they are handled lS sure to affect largest industrial companies is gether $1 million (of coverage) in more commercial buildings, chang-
Heddington Insurance Ltd, Itel the world's confidence in the Ber- considered nearly exhausted, the an hour," claims Paul C Brans- ing the face ofthe quaintisland ar-
Corp 's Belvidere, and Ivanhoe- muda market The very expansion focus is on association (multiple- combe of Wilcox, Barmger (Ber- chitecture And the insurance
Northumberland, associated with of captives into third-party risks owners) captives and new risk muda) Ltd "It takes two weeks in company and insurance manage-
a Canadian Group and managed by worries some in the Industry here sharing pools New York and two weeks in Lon- ment business privilege of exemp-
Ivanhoe International Ltd that outside business will weaken The newest tack in risk sharing don to do that," tion from Bermuda ownership

Other factors must be reckoned the companies, perhaps even send- appears to be on the lower, more This claim by Bermudians con- rules is at least vulnerable to at-
with before Bermuda realizes its ing some mto msolvency predictable loss layers of msur- tradicts not-infrequent complaints tack, especially if new polltical
potential as a dependable alterna- These are the observations of ance CIRCL is offering a program that the vacation-paced atmo- forces come to power



WORTH COPYING.

To help Blue Cross and Blue Shield  <--«- >
Plans stem the rising cost of health care N

in America today, more and more
companies are providing health and
physical fitness programs to keep their " 7...

employees healthy and productive.
One excellent example of such a pro-

gram is the health and recreation program
open to all Xerox employees, both manage-
ment and labor, in Monroe County, N.Y.

Here's how it works. An exercise -'ar -
stress test is recommended prior to
starting the program. A lifestyle survey
is taken so that the Xerox Recreation
and Medical Services staff can track

the progress of employees and relate
that to their diet, exercise routine,
smoking and drinking habits, etc. After
receiving an individual exercise prescrip-
tion, each participant then spends 4. *

2 I
one-half hour a day, three times a week,
in jogging, bike riding, or other aerobic . 1

exercise programs.
Xerox and other bold and imagina-

tive companies realize one important .
thing: that fitness programs have
the potential of returning enormous
dividends in greater health and happiness for employees. And greater productivity from them.

It also stands to reason that if your company can institute a program to keep your employees
healthy and well, your company's health care costs can possibly be lowered.

As you know, Blue Cross and Blue Shield Plans are fighting a nationwide battle to keep costs
from running away.

Programs such as second surgical opinion, medical necessity programs, home care, health
maintenance organizations, same day surgery, pre-admission testing and the like are in use in many
Plans with positive money-saving results. As successes are achieved, the results are shared so that
knowledge gained by solving local problems can be applied on a wider basis.

We're encouraged. The average length of hospital stays for Blue Cross Plan subscribers under
age 65 dropped by almost a day between 1968 and 1977. That may not sound like much. But if the
length of stay were the same today as it was in 1968, we would be paying an additional $1,249,869,813
a year. In addition, the rate of hospital admissions for these subscribers dropped by 4.9%, representing
$554,938,847.

But controlling health care costs without sacrificing quality is a complex problem. One we all
need to work on together.

While the Xerox program is an extensive one, there are health programs to fit any size company.
Blue Cross and Blue Shield Plans would like to help you. If you would like more information

about employee fitness programs, write for the free booklet «Building a Healthier Company,
Box 8008, Chicago, IL 60680.

Commemorating
fifty years
Working for a
healthier America
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Blue Cross®II  Blue Shield®
ALLOFUSHELPINGEACHOFUS.
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Jack Bogardus, president, tells how A&A works from a client's point of view:

4
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EEIf we're going to help clients protect current assets and safeguard
future growth, we mustbea full-fledged member of their financial teams:'

The business of managing
corporate risks is in a state of con-
stant change. Our response to this
volatile environment is an ever-

deepening commitment to act as
extensions of our clients' financial

departments. The challenge we face
together is how best to ensure the
client's business growth as
emerging economic, technological,
legislative and social forces come
into play. To do this, we developed
several highly sophisticated,

computer-based techniques. Their
applications are complex, but the
result is simple: they help enhance
theclient'sbottomline-nowand
in the future. And that's what we
think our value as a team member
is all about."

Working from a client's point
of view is our way. From our top
management to the men and
women in over 110 cities here and

overseas. That means working as
allies, solving business problems

together.
We think our dedication to

acting as an ally of the clients we
represent is a big reason why A&A
has become a worldwide leader in
the insurance and financial
services business. We have the

facilities, expertise and strength to
act as effective allies. We work

from a client's point of view,
whether the Alexander
corporation is 8 A
large or small. aeexander

The Allies


