
Merging FM insurers pledge continuity
By KATHRYN J. McINTYRE

JOHNSTON, R.I.-Executives ofthe
Allendale. and Arkwright-Boston mu-
tual insurance companies are striving
for minimal disruptions for policy-
holders when the two largest Factory
Mutual System companies merge at
the end of the year.

Policyholders with both companies
generally seem to expect a smooth
transition. But there is some concern

about what kind of underwriting phi-
losophy will emerge in the new com-
pany, which will retain the Allendale
name over a combined 1977 premium
volume of $393.4 million.

Risk managers placing business with
either of the property insurers for the
most part appeared nonchalant when
questioned by Business Insurance
about the merger. "I don't see how it
will affect us," was the typical re-
sponse.

1

'We have had differences of

opinion on underwriting and
these will have to be resolved.

They will almost certainly be re-
solved in favor of the policy-
holder.'

Walt Woodard, assistant risk man-
ager for The Boeing Co., suggested,
"The effect of a merger is felt more in
the firms that merge than by the insur-

Reprisals fea red

Few firms demand

warrants of OSHA
By RICHARD MARINI

NEW YORK-Few corporations
are requiring court orders before
allowing officials of the Occupa-
tional Safety & Health Administra-

<Son to inspect their plants.
OSHA officials say less than 2%

o f employers have required search
warrants since the Supreme Court
ruled that firms had the right to
deny access to OSHA inspectors
without court orders. It appears
thatmanycompaniesfearreprisals
if they require warrants.

"You're totally within your
rights to require a search watrant,"
explained John P. Stephenson, an
official in the corporate risk de-
partment at the Ball Corp. in Mun-
cie, Ind. "But if you do, yourun the
risk of punitive reprisals. So, here
at Ball we don't ask for warrants."

But the American Conservative

Union, the 70,000 member group
that financed the court battle that

led to the decision allowing firms
to demand warrants, hopes to en-
courage more firms to stand up to
OSHA officials.

"The federal government has no
business in the field," said Gary
Jarmin, director of the group's
"Stop OSHA" project. "It's a job
for state supported agencies."

The ACU contributed over

$60,000 in legal aid to support Bill
Barlow in his legal battle against
OSHA. "Stop OSHA" is now two
years old and, according to Mr. Jar-
min, its ultimate goal is to -abol-
ish" the agency.

"In terms of its goals, OSHA is
one of the government's most
counterproductive agencies," he
said. "Not only has itnotimproved
worker health and safety, but it has
also created a bad environment be-

tween business and government.
Many businessmen now feel that
they're 'guilty until proven inno-
cent' in the eyes of OSHA."

Mr. Jarmin claimed that after
years of decline, the incidence of
industrial accidents has leveled off
since OSHA's creation in 1971.

However, William Mead, chiefof
the division ofperiodic surveys for
the office of safety and health sta-

Continued on page 34
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Free trade zone risks
;he New York insurance department is designating
301 risks, ranging from abstractors liability to yacht
charterers, for special exemption from regulation
under the state's new free trade zone law. Page 2.

Liquid gas insurance pool?
Companies in the liquid gas industry dispute a GAO
report that recommends the creation of a federal in-
surance pool to meet catastrophe claims after private
insurance has been exhausted. Page 3.
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-William Goodall
Allendale chairman

eds." That was Boeing's observation as
a policyholder with Manufacturers Mu-
tual Insurance Co. when it merged in
1968 with two other mutuals to form

MFB Mutual, later renamed Allendale.
Leland L. Carle, vp offinance at Rice-

land Foods in Stuttgart, Ark., also re-
ported no change in service after its
insurer, Mutual Boiler, merged with
Arkwright-Boston in 1974.

But at least one Arkwright-Boston
policyholder is "sitting on pins and
needles to see what's going to happen."
Robert Rich, director of risk manage-
ment and insurance at Gold Kist in At-

lanta, has had better luck placing risks
with Arkwright-Boston than with Al-
lendale. He's particularly uneasy about
the status of a quote he has from
Arkwright-Boston on a soybean pro-
cessing plant that Allendale wouldn't
underwrite.

"Anyone in my position would be
concerned," Mr. Rich suggested.

"Of course we will honor.each other's
commitments to policyholders," pro-

Continued on page 33
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U.S. court rules insurance

can cover iob bias suits
By JERRY GEISEL

SAVANNAH, Ga.-In a land-
mark case, a federal judge has
ruled that insurance policies that
provide coverage against discrimi-
nation do not violate public policy
and are valid.

U.S. district court judge Alexan-
der A. Lawrence rejected CNA In-
surance Co.'scontentionthatanin-

surance contract is unenforceable

if "it is injurious to the public or
contravenes some established in-
terest of society."

The decision could act as a pow-

erful precedent for other courts as
they tackle similar suits in which
insurers have refused to pay dis-
crimination claims.

The court decision could also
mean that risk managers can seri-
ously negotiate with their insurers
on whether discrimination cover-
age can be included in umbrella
policies, said Wyatt Co. consultant
Bill Gill.

Mr. Gill noted that underwriters
are skittish about even discussing
discrimination coverage, let alone
providing it, since many have felt

such coverage was illegal.
"But when a court says it is not

against public policy to offer such
coverage, discussion can be

continued as part of.the negotiat-
ing posture," he said. "At least the
door is open."

While the decision may have
opened the gate for discussion, ob-
servers believe it is unlikely that
judge Lawrence's ruling will re-
verse the increasing trend ofinsur-
ers to exclude discrimination as a
covered risk in umbrella policies.

"The most likely response ofthe
Continued on page 34

Ailing Blues switch strategy
CHICAGO-Senior exeeutive

vp William E. Ryan denies that
Blue Cross & Blue Shield Assns. is
working on a new business strat-
egy just because business with
large, multi-state employers has
fallen off.

But the facts are, as he admits:
. For the first time in Blue Cross

& Blue Shield history, enrollment
is declining, by over one million in
the last two years.

. The drop in enrollment is
primarily due to the movement of
national accounts from BC & BS
plans to insurance companies.

. New BC & BS products, mar-
keting approaches and business
methods are being developed that
targetthe nationalaccount market.

Specifically, work will begin this
fall on a new master contract for

national accounts. The contract

will offer options on coverage and
plan design, such as a chance to
include cost sharing in a BC & BS
program.

"We are going to try and put to-
gether a matrix of benefit alterna-
tives for more flexibility in the
product we offer national accounts
across the country," Mr. Ryan said.
"We intend to have more flexibility
than we do now in a program that
can be committed by any (BC/BS)
plan for any other plan for a na-
tional account."

The association is the national

coordinating arm of the nation's

Blue Cross and Blue Shield plans.
The benefit options will address

in-patient and out-patient treat-
ment, preventive care and dental,

Continued on page 34
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A new master contract should be

ready for marketing by mid-1979,
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N.Y. designates 301 risks for your information...

for free trade zone I ist Greek ship owners complain Lloyd's
discriminates against their ships

ATHENS-Owners of Greek ships are complaining that Lloyd's lS
By ELLIS SIMON 1 except where a company proposes being unfair by imposing an extra premium on goods that are carried in

to write free zone risks only in ac- any of their vessels that are over 15 years old
NEW YORK-The state insur- cor(lance with a plan approved by They are threatening to move their hull insurance away from the Lon-

ance department here is designa- DY=·-il the superintendent don market, but Lloyd's lS adamant that the new rates must stay
ting 301 risks, ranging from ab- The draft regulation also re- The move has been made by U K marine insurers who feel that ships
stractors liabillty to yacht charter- *;4- 4 - quires free zone pohcles to contain from Greece-as well as from Liberia, Panama and more than a dozen
ers, for exemption from regulation 29 5 1=* a warningprintedin large-sizetype other registry flags-are causing perlls to cargo underwriters if they are
under the state's new free trade stating that the pollcy Is not sub- too old
zone law V Ject to New York regulations on Cargo ships from the U S and other leading maritime countries are not

A public hearing on the pro- rate and form Coverage written on affected by the ruling, which has been adopted by all U K underwriters
posed regulation, called regulation NIa OF,EaYOmlm , 95PESS.Z risks in New York must meet after an assessment of casualty statistics in the last few years
86, will be held Aug 22 at the GNICO,511[¢11&,tRSEAMY,5  -2269 - minimum department standards Their recommendations may be adopted by other insurance markets,
department's World Trade Center

us= 0 1%
Ir_

1
in areas not relating to rate and but Greek shipowners are still hoping the sanctions will be lifted Antony

off-ice form, however Chandris, their president, believes they make -unfair discrlminations"
In addition to the list of special

ipkdingtittpeedcibaynhhecZRSNAain
While out-of-state risks are ex- with other countries with poor accident records

empt from state regulation in such Under the new scheme, there will be a 50% additional premium levied
areas, they are also exempt from on cargo insurance where the goods are carried m ships registered in

surers would be exempt from regu- New York state premium tax. Greece, Cyprus, Liberia, Panama, Costa Rica, the Dominican Republic,
lation on rates and forms on single Selection of special nsksehgible Honduras, Lebanon, Maldive Islands, Malta, Morocco, Nicaragua, Singa-
risks generating $100,000 or more  for free zone status was done by pore and Somalla
in annual premium or two or more 1 checkmg the number of fillngs on The extra levy apphes only to vessels more than 15 years old But since
risks generating $250,000 or more each class of business and includ- one-third of the Greek merchant fleet comes within this category, the

in premium  ing only those that had less than a effect will hit hard at its ability to compete with other countries
The trade zone, which becomes specified number, according to an

effective Sept 1, was mandated by AIG advertisement touting the insurance department aide
passage of legislation in June that N.Y. free trade zone. Bank bond premiums climb
also authorized creation ofthe New Among the more unusual risks WASHINGTON-The nation's banks paid almost 16% more last year
York Insurance Exchange zone writing would be limited to included on the list are ear piercing

the greater of 20% of surplus prior liabillty, pet health insurance, re-
for bankers blanket bond coverage, according to prehminary results from

Insurance companies ellgible to to the beginning of the fiscal year ward insurance, stud fee coverage,
a confidential survey by the American Bankers Assn

become licensed as free zone or an amount which when com- waterbed liability coverage and
Bond coverage accounted for about 50% of the total $200 milhon in

underwriters would have to main- bined with other net premiums massage parlor package insurance premiums paid by full service banks in 1977, the ABA says

tam twice the minimum required equals 200% of policyholders' sur- However, it also includes numer- Banks absorbed 48% of losses from employe dishonesty

surplus or $4 million A free zone plus at the beginning ofthe penod ous forms of professional errors Complete results from the association's second annual bank insurance

hcense would have to be renewed However, no insurer's free zone and omissions, plus errors and om- survey are expected to be released in the next few weeks

annually at a fee of $1,000 revenues would be permitted to missions coverages for pension
In addition, their annual free exceed 25% of its total premium and employe benefits trustees, var- Nationa 1 hea Ith pa nel urged

ious municipal liability forms,
flood insurance and 011 Industry WASHINGTON-Sen Jacob Javits (R-N Y ) 15 urging the establish- -i

Publishefs Privilege coverages ment ofa joint House-Senate committee that will have exclusive Junsdic-
Few medical malpractice and tion over national health insurance legislation

product liability classifications In introducing the proposal, Sen Javlts noted that overlapping Con.
During the almost 11 years Business Insurance has been were included in the list, however. gressional Jurisdiction over health policy has slowed the dnve toward

published, a number of talented reporters, writers and edi- Sidney Bkiberg, assistant chief of national health insurance

tors have helped shape the character and personality o fthis the insurance department's prop- Currently, four congressional committees control health pohcy legisla-

newsmagazine None, perhaps, has been more influential in erty and casualty bureau, said the tion By reducing the number of committees that will deal with national

this task than ltS present editor, Susan Alt
hearing would allow interested health insurance to one, Congress will have an "effective mechanism for
parties to commenton whattype of facilitating consideration of national health insurance legislation," Sen

When Susan Joined BI five years ago as managing editor risks needed inclusion and what Javits said
she immersed herself in a program of formal education should be dropped
about what this business of risk management and under- An AIG advertisement in The

writing is all about First came her Associate in Risk Man- Wall Street Journal used a full- Past-65 worker regulations due
agement diploma from The Insurance Institute ofAmerica length pinup photograph of Betty

WASHINGTON-The Labor Department plans to issue regulations
Now, after only three years of self-study, with no time off Grable to illustrate that with the

this month clarifying how the new law that raises the mandatory retire-
from her very demanding job as editor, she has the much free zone AIG will be able to cover

ment age to 70 affects employe benefit plans
coveted CPCU designation. any risks as easily as Lloyd's of

London Lloyd's at one time in- The Labor Department regulations will resolve such issues as whether
But knowing Susan Alt, I doubt whether she'll hang up benefits, such as life insurance and sick leave, can be reduced for em-

sured Ms Grable's famed legs for
her cap and gown Before long, it's my guess, we'll see $1 million  ployes who work past age 65
Susan Alt immersed in another study program which will

further sharpen her understanding ofthe field t o u c h e d a n d A 1 b e r t a t a p sinfluenced by the newsmagazine she so ably edits
Self-insurance fund triples risks

So, as BI's publisher, I congratulate Susan on her achieve- new officers LAKELAND, Fla -The number of companies participating in

ment I also express my thanks and admiration to a talented Florida's first state-approved workers compensation self-insured fund

and loyal staff that supports Susan and without which it CALGARY-Rick Bonnett of that covers all risk categories has tripled since the fund began to operate

might have taken longer to achieve the CPCU designation.
Wainoco 011 & Gas Ltd has been in April
elected pi esident of the Alberta C C Dockery, administrator of the Associated Industries of Florida

We are all very proud of you, Susan chapter or the Risk & Insurance Self-Insurers Fund, said 49 companies have Jomed the fund, up from the
Management Society original 16 companies He expects the number of participants to rise to

Bill Holmes of Dome Petroleum 115 by next year

840& -yk4ak is the new vp Edna Taylor of The annual premium flow now stands at $1 7 million Mr Dockery
Pacific Petroleum Ltd has been predicted that ftgure will more than double by the time the fund cele-
named secretary and Morman Bird brates its first anniversary next April

Alfred Malecki of Conmac Western Industries is The fund's loss ratio currently is 11%, though Mr Dockery dot%48't
the new treasurer • belleve that "fantastically good" record can continue indefinitely How--

ever, he expects the fund to show a 10% underwriting profit or "maybe
even a little better" during the first year

Textiler sues insurer, bank
EL PASO, Tex -Suits filed by cording to Farah's attorney, Tom lenders could apportion damages GUIDE TO errors &

Farah Manufacturing Co in fed- Thomas of Dallas among themselves, he said

eral and state court here have Mr Thomas explained that suits
charged Prudential Insurance Co were not brought against the two The damages alleged by Farah FEATURES omissions
and State National Bank ofEl Paso other defendants in the alleged were said to have occurred dunng
with having conspired with two conspiracy, Republic National a period between 1976 and 1978 Editorial opinions 6 • Some readers may have misln-
other lenders to obtain control of Bank of Dallas and Continental Il- when the lenders were alleged to Perspective. 23 terpreted a Business Insurance
Farah in order to liquidate its as- hnots National Bank & Trust of have control of management and Benefit tax slants 29 chart summarizing no-fault laws

sets and obtain repayment of their Chicago, since a national bank can Willie Farah was ousted Mr Farah, RiskWatch 34 published July 24 The states of
loans only be sued where its home office currently chairman and acting Legal briefs 37 Connecticut, Hawaii, Kentucky,

The suits, each of which seeks is located Therefore Farah Man- president, said the suits were filed Info for buyers 38 Nevada, New York and North Da-
$68 million m actual damages plus ufacturing Co preferred to brlng so the company could recover lost kota offer unhmited medical bene-

twice thatamountin punitive dam- suit against its insurer and bank in capital and restore Jobs to former Vol 12, No 17-Busmess Insurance is
fits only up to the aggregate limit

ages, charge the lenders with eco- ltS home town of El Paso employes and equity to former published every other Monday at 740
for benefits m those states In addi-

nomic duress, deceit and fraud He added that where conspiracy stockholders Rush St , Chicago, Ill 60611 Controlled tion, Massachusetts has an aggre-

against the company and misman- is proved each member ofthat con- Mr Thomas noted :hat Farah circulation postage paid at Brookfield, gate limit of $2,000 for medical and
agement by the defendants' diret spiracy is jointly and singly hable Manufacturing Co is current on its Wis, Chicago Ill and New York, N Y funeral benefits, wage loss and es-
tors No individual directors were for damages Should either suit outstanding loans from the four Copyright 1978 by Crain Communica- sential services, not a total of$8,000
named in the suits, however, ac- prove favorable to Farah, the four lenders . tions Inc as shown in the chart



Liquid gas firms dispute 44

need for federal income
By ELLIS SIMON rials accidents to sue "all compa- handling liability for LNG and

nies m the corporate chain back to LPG firms
NEW YORK-Companies in the the beneficial corporate owners" A habillty fund will be unneces-

high risk hquefied gas industry say for damages above those covered sary as long as adequate liabihty
they don't need a federal compen- by insurance and the fund coverage can be obtained through
sation fund modeled on the nu- The report noted that most li. commercial markets, but it might
clear power plant pool quefied gas carriers and terminals be feasible ifcoverage were needed

The General Accountmg Office, are subsidiaries of larger firms and above commercial hmits, said
the investigatory arm of Congress, therefore have minimal capitallza- Joseph V Yandoll, director of in-
ks urging that firms that transport, tion surance for Columbia Natural Gas

Itore or usehquefied natural gas or Some hquefied gas carners and of Delaware
oetroleum gas be required to con- terrninal operators said they were Photo Wide World

:ribute to a federal compensation unwilling to discuss the GAO pro- A Columbia subsidiary has 50%
fund But firms contacted by Bust- posals, as were several insurers of interestinthe Cove Point,Md,ter- Christine Onassm and new husband Sergi Kauzov

ess Insurance said the insurance hquefied gas facilities However, minal, one of three port facihties
Doverage available through com- those who were willing to com- on the East Coast that handle LNG
Fnercial markets is su fficient to mentsaid they did notseetheneed shipments The others are at Elba vvill Onassis wedding
meet any disaster for such measures Island, Ga, and Everett, Mass

Under the GAO proposal, firms A spokesman for El Paso Co, Columbia and its partner, Con-
Lnvolved in the handling of liq- whose El Paso Natural Gas subsid- solidated Natural Gas of Pitts-
Liefied gases would be required to lary operates six LNG ships, said burgh, each have approximately begat Lloyd's dowery?
carry the maximum liabihty insur. there was adequate Insurance cov- $150 million coverage on the Mary-
ance available from the private sec- erage available through the private land terminal and are in the pro- LONDON-Has the gossip column world truly lost jetsetter
tor and contribute a fixed sum per sector cess ofincreasingitto $200 million, Christina Onass:s to a matronly life in Russia as- Mrs Sergel
British thermal unit to the com- Mr Yandoh said With no reduc- Kauzov9 More important, is the world o fprivate enterprise about
pensation fund Ocean-going LNG ships can get tion in Interest, their total coverage to lose its largest shipping fleet to SoT iet ownership9 And is

The fund would pay claims be- unlimited liability coverage would be $400 million
. Lloyd's about to losethe premium dollars itearns as the principal

yond those paid by private insur- through the protection and indem- We find underwriters are not

ers up to an unspecified fixed ceil- nity clubs Terminals can get be- afraid of LNG in London," Mr insurer of the giant Greek fleet to the Russian s:ate insurance

mg for each catastrophe Con- tween $100 million and $150 mil- Yandoll said "If they were afraid company?
sumers of the liquefied gases lion in liability protection, which ofit, they wouldn'tbe selling it (ha- Speculation is swirling around syndicatesat Lloyd's o fLondon
would pay the cost of insuring fa- would be adequate if they were 10- billty coverage) " where interest in the recent marriage of Christina -0 her Russian
cillties plus covering the risks of cated in remote areas, he added Mr Yandoh said he feltthere was business friend r ins almostas h.gh as in celebrity scandal sheets
those near the operation The GAO report noted that an a greater likehhood of a catastro- Olympic Maritime, the Onassis shipping empire has been in-

The GAO also urges that the 1851 statute limits hability of ship- pheat thelarge refinery complexes sured at Lloyd's since its rneager beginnings in the mid-1930sand
United States be "subrogated to owners to a vessel's salvage value around New York and Philadel- now ts reportedly insured to $600 million by Llord's and other
the rights of injur'ed persons com- plus the volue of its cargo The El phia The Cove Point terminal oc- U K companies
pensated by the fund so that the Paso spokesman noted, however, cupies a small part of an isolated
attorney general can sue compa- that that standard has been lg- 1,000 acre site 60 miles south of Anxiety is running high in Athens that Christina may flip her

nles or persons responsible for nored in recent years Baltimore, he noted substantial interest in the family shipping empire to Russian

whatever monies the fund has paid Liability coverage for LNG and One of the terminals, Everett, control

out " LPG facihties is not only available, Mass , lS located less than two Should Christina really make Russia her home that unlikely

This feature was added because but the markets have improved miles from downtown Boston development could portend almost anything Ins.irance on the
the GAO felt that even with the over the past three to four years, Burt Weber, corporate insurance shipping fleet could be placed with Ingosstrakh, the Russian
$560 million coverage available noted J William Sherar, chairrnan manager for Cabot Corp, whose state insurance cornpany Whether or not the risk *vould be rein-
under the Price-Anderson Act to of Corroon & Black-Armistead Distrigas of Massachusetts sub- sured with other markets lS still only more speculation since the
cover nuclear habillty, there was Miller Wallace of New Orleans sidiary owns and operates the Soviet company normally only reinsurers some of its foreign
no assurance that all legitimate Years ago, only large firms could Everett terminal, said his firm

claimants would be fully compen- get coveragethrough conventional would not comment on the GAO cargo commitments and costlier ships

sated Lloyd's palmists predict, however, tha: the insurance will staymarkets with small companies go- report due to its sensitivity
Instead lt proposed that Con- ing to surplus underwriters Mr However, he noted that the facil- with Lloyd's and the other present risk takers for at least awhile

gress enact legislation allowing m- Sherar added that he would "hate" ity has operated for nine years since the coverage was Just renewed and w c n't expire until June
jured parties of hazardous mate- to see government get involved in without a mishap . 1979 at the earliest.

the benefit beat

Kodak grants most benefits to post.65 workers
EASTMAN KODAK CO. workers who stay on thejob past from 30 Lifeinsuranceisnowonetimes salary mstead ofa plans only when the state law clashes with the federallaw,
age 65 will continue to receive most of the benefits they flat $7,500 for employes and $10,000 for managers Em. urges the California legislature Tie lawmakers also rec-
did prior to their 65th birthday, including the continued ploye relations supervisor Ron Bippert noted that negoti- ommend that regulations be adopted to elam P the defini-
accrual of retirement income credits to age 70 The new ations in California are concentrating on benefits smce tion of multiple employer trusts sukect to ERISA The
eorporate polley, in response to Congressional action that most salaries are frozen following the passage of Proposi- Callfornia resolution was to President Carter and to the
raised the mandatory retirement age to 70, lS effective lion 13 Senate Human Resources Committee, which has jul'isdic-
Jan 1 tion over ERISA-related matters

Among the few changes in benefits that an employe WORKERS WON bigger wage and benefit settlements in
working past 65 will experience are termination of cover- contracts settled during the first six months of 1978 than THE SENATE unanimously approved a measure that
age under the survivor benefit insurance plan and a reduc- m bargaining agreements reached during 1977 The would prevent the Internal Revenue Service 'rom issuing
tion in hfe insurance coverage under the contributory Bureau of Labor Statistics said agreements reached dur- any new regulations covermg the taxation of employe
group plan Instead ofa life insurance benefitoftwo-times ing the first half ofthis year called for an average increase benefiti before 1980 In passing the legislaticn, Sen Rus-
annual base pay afforded workers through age 65, an ac- of 10 1% in wages and benefits during the first year ofthe sell Long (D-La) warned that the IRS and Treasury De-
tive worker's benefit after age 65 will be a decreasing contract Last year, the average hike in wages and benefits partment are seriously considering imposing taxes on
multiple of his annual base pay at 65 At 66 the benefit during a contract's first year was 9 6% benefits that never have been taxed Defore "It is our view

drops to a multiple of 1 8, at 67 the multiple is 1 6 and so on that the Treasury Department and the IRS skould not tax
until age 70 and over when the benefit levels to his annual PREEMPT STATE LAWS that require employers to pro- them (tenefits) by regulatory fiat, if u,e are going to tax
base pay at 65 These same amounts of insurance are pro- vide specific benefits in their employe benefit programs, them, v. e ought to tax them by an ac- of Congress," Sen
vided at company cost to workers who retire with 20 years the powerful insurance trade associations have urged Long said "If the law is to be changed we ought to do it
of service and five years of coverage under the contribu- Congress, but leave intact other state regulation of group That is what the bill addresses " Theneasure now goes to
tory plan Active workers over 65 will see the cost of their insurance contracts The American Council of Life Insur- a conference committee with the House, whic, previously
contributory health insurance plan decline since they are ance and the Health Insurance Assn term "alarming" re- passed a slightly different version
eligible for Medicare When an employe retires, Kodak cent court rulings that states can mandate benefits in in-
pays the full cost of contmuing Kodak's health care sured employe benefit plans but cannot require specific ABITIBI PAPER CO. ofToronto will provide an extended
benefits benefits in self-funded programs These court decisions health care and dental plan for 4,500 hourly employes in

Otherwise, Kodak workers on thejob past 65 will find no on the scope of the preemption clause of the pension Ontario and Quebec as part ofa two year contract with the
change in their benefits such as participation m the wage reform law are "placing insurers in an untenable competi- Canadian Paperworkers Union The extended health care
dividend, savings and investment plan or the company tive disadvantage with unmsured plans and are eroding plan, offered through Blue Cross/B_ue Shield,will provide
TRESOP the protection afforded employes by traditional state semi-pr-vate rooms and prescription drugs with no con-

regulatory controls that protect their coverages," the asso- tribution from employes However, employes will be as-
SAN DIEGO school district employes won Increased den- clation argued The proposal would not, however, pre- sessed a $10 deductible for smgle members and a $20
tal, hospital and life insurance benefits this month that empt state regulations on conversion requirements, deductiole for family members for each occirrence The
will cost the district $251 per employe annually The dis- which require the offer ofinsurance for persons who leave new prcgram supplements Abitibi's contribltions to the
trict will now pay for dependent dental coverage and the group programs Ontario Hospital Insurance Plan anc the Qmebec Medi-
hospital room and board allowance was increased to $105 care Plan, which have been increased from $1150 to $19
a day from $95 a day The number of days of in-patient ERISA SHOULD be amended so that the pension reform per month for single members and from $24 to $38 per
hospital care for nervous conditions was increased to 90 law will preempt state laws relating to employe benefit Continuee on folbwing page
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the benefit beat

Continued,from preceding page

month for family members. In ad-
dition, a dental plan has been es-
tablished through Blue Cross
based on the fee schedule of the

Ontario Dental Assn. The com-

pany provides 100% o f the contri-
bution to this plan as well.

Pension benefits have increased

through a "bonus" that boosts the

amount of pension accrued be-
tween Jan. 1, 1973, and Dec. 31,
1977, by 25% and the total pension
accrued prior to Dec. 31, 1977, by
6%. In addition, the company has
reduced the requirement for early
retirement without reduced bene-

fits from age 62 and 20 years ser-
vice,to 61 and 20 years service. As
an incentive for early retirement,

Abitibi will provide pensioners
with a supplemental benefit of $9
per month for each year of service,

up to 30 years, until they become
eligible for Canadian government

pension benefits at age 65. Group
life benefits have been increased

from $21,000 to $25,000 for each
hourly employe at a monthly cost
to employes of 30 cents per $1,000.

NORTH DAKOTA has licensed its

first health maintenance organi-

zation providing prepaid medical
care, according to insurance com-
missioner Byron Knutson. The
West River health maintenance or-

ganization will operate in Adams,
Bowman, Grant, Hettinger and
Slope counties, he said. It is also

seeking a South Dakota license to
operate in Corson, Harding and
Perkins counties. A 1975 law

placed HMOs under the supervi-
sion of the insurance and state

health departments. m

Carter streamlines regulation
to salve pension law wounds

WASHINGTON-Admini-

strative, compliance and reporting
problems associated with the pen-
sion reform law may be eased un-

der a reorganization plan an-
nounced this month by the White
House.

ERISA would be streamlined by
clearly dividing responsibility for
the program between the Labor
and Treasury Departments.

Currently, the two departments
often jointly administer identical
provisions of ERISA, resulting in
lengthy delays in issuing regula-
tions and exemptions as well as
bureaucratic "runarounds," the
White House said.

Under the reorganization plan,
Treasury would be given primary

jurisdiction for setting pension
plan minimum standards for fund-
ing, participation, vesting rights
and benefit payments. However,
Labor would retain its authority to
approve certain Treasury rulings
and regulations that primarily af-
feet collectively bargained plans.

On the other hand, the Labor De-

partment would have jurisdiction
over establishing fiduciary stan-
dards for pension and welfare ben-
efit plans. It would be up to Labor
to issue exemptions from the pro-
hibited transactions provisions of
ERISA.

Bygiving Laborsolejurisdiction
in issuing exemptions to the vari-
ous prohibited transactions provi-

WANT MORE FROM YOUR BROKER?

OR PERHAPS YOU'RE LOOKING FOR A

MORE CHALLENGING CAREER ?

WHY NOT BE A PART OF OUR WINNING

TEAM EITHER AS A CLIENT OR AS AN

EMPLOYEE?

McCord & Holdren, Inc. was

established in 1965 knowing that
most insurance brokers do little

more than "buy" insurance
policies for their insureds.

We wanted to do much more

than that!

And what are the results of our

efforts? The results are truly
significant !

Today, we are generally con-
sidered to be one of the largest
and probably the fastest growing
independent brokerage in the
West, with 135 dedicated

employees. All our business has
been internally produced: no

controlled business, no acquisi-
tions, no mergers...and people
throughout our industry are tak-
ing notice of McCord &
Holdren !

Why have we been able to ac-
complish so much in such a
short time span?
It's really simple--we staff with
competent people--we challenge
them to excel: we demand ex-

cellence, extra effort and com-
mitment. We provide direction
because we are plan oriented.
We encourage our staff to be
really involved: to help us be in-
novative, dynamic and ag-
gressive. We practice par-
ticipative management:
knowledgeable, dedicated,
motivated people plus plans,
direction and control will equal
success in this business if you
maintain quality markets.

William W. Holdren, Exec Y P

Much of our success is directly
related to a close working rela-
tionship with our insurers.
In fact, the insurers we utilized
in our beginning are important
markets for us today. We
believe the best way to serve our
consumer is to protect his in-
surer. We want placements that
are long term and mutually pro-
fitable.

And, of course, we have
developed many insurers: both
primary and specialty markets,
U. S. and International.

We have developed a production
and service network of offices to

fill the needs of our insureds.

We are truly account service
oriented with in house depart-
ments for employee benefits,
corporate and estate planning,
loss control, claims, surety,
finance, accounting, word pro-
cessing units and in house com-
puter complex.

Training is a key ingredient in
our success.

We believe strongly in education
and have numerous in house

training programs as well as
significant involvement with out-
side schools, workshops and

seminars. We are probably the
most educationally oriented
brokerage in the West.

Yes, we are different in our ap-

proach; we know it and we're
proud of it.

We plan on a 35% income
growth in 1978. Perhaps your
company would like to have a
more aggressive, innovative in-
surance representative. Call us,
let us prove we're different. ,

Or perhaps you're looking for a
more exciting career opportunity.
If you feel frustrated with your

- present position, if you're really
goal/career oriented and want to
be challenged to excel and be
part of a "driven team" please
call Jerry McCord or me, (213)
877-9934 or:

Northern California,
Ken Schaadt (408) 289-1500

Washington,
Rich Fitzgerald (206)
624-3651

Call one of us now, we would
like to hear from you.
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McCORD & HOLDREN, INC.
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Home Office: North Hollywood. California

Branches: Fresno • San Jose • Seattle

Sacramento • Tustin

sions, the Administration believes
it can slice in half the time needed

to process exemption requests. It
now takes an average of 15 months
to act on an exemption request,
with some applications being held
up for as long as three years.

The reorganization plan would
automatically become law after 60
legislative days unless Congress

specifically votes to reject the pro-
gram. However, ifthe session ends
before the 60 days are up, Congress

would have to give its approval in
order for the plan to go into effect.

The Administration's proposal
closely resembles legislation
(S.2352) passed by the Senate Fi-
nance Committee last year that
also would give Treasury jurisdic-
tion for funding, vesting and par-

ticipation and put fiduciary re-
sponsibility and prohibited trans-
actions in Labor's turf.

Furthermore, under an informal
working agreement, Labor and
Treasury already have divided

their responsibilities for ERISA
enforcement and regulations simi-

lar to what the Administration pro-
posed.

Meanwhile, the Administration
announced that Treasury and La-
bor are going to eliminate some re-

porting requirements to reduce the
paperwork burden ERISA has im-
posed on plan administrators.

The Labor Department plans to
eliminate the plan description
form known as EBS-1 by merging
it into other forms. EBS-1, which is
six pages long now, must be com-
pleted by all new plans. Existing
plans are expected to file the -
EBS-1 form every 10 years, a re-
quirement that would be elimi-
nated.

In addition, pension plans with
fewer than 100 participants would
only be required to file a full com-
pliance report (Form 5500-C) once

every three years, and an abbre-
viated statement the other two

years. Currently, Form 5500 must
be filed annually for all pension
plans.

These reporting changes are ex-
pected to result in a 20% reduction
in paperwork, the government es-
timated.

OSHA opens
company logs
on iniuries

WASHINGTON-Workers now

will be able to look at their

employer's log of job-related in-
juries and illnesses, the Occupa-
tional Safety & Health Adminis-
tration (OSHA) announced this
month.

The new OSHA rule will affect

millions o femployers who not only
will have to open up their injury
and accident records to current

employes, but also to former work-
ers.

Prior to the rule, regular access

to the log was limited to OSHA
health and safety officers, rep-
resentatives ofthe Bureau ofLabor

Statistics and the Secretary of the
Health, Education and Welfare

Department. Employes only had
access to an annual statistical

summary, rather than the actual
records.

Inannouncingthenewfinalrule,
OSHA Administrator Eual Bing-

ham said: "Employes will be more
fully alerted to actual and possible
hazards in the workplace and thus
would be significantly assisted in
their efforts...to protect them-
selves from hazards." .



HOWDOYOUPUT
SAFETY TOGETHER-

WHEN YOUR JOBSITES
ARE SCATTERED?

AWAUSAU STOBX SAFETY IDEA

.ow do you make surethe safety plan you
have on paper is being
put into practice throughout
widely scattered job sites?
Wisconsin Bridge & Iron, one
of our Milwaukee

policyholders, may have 20
or more projects under
way at any time.

Tom Wagner-Safety Administrator

Their business is fabricating
and erecting steel buildings. It's
a business with plenty of
potential for injury.

14
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 0, in addition to a vigoroussafety program, they
created an effective new approach.
Tom Wagner, their safety
administrator, drives to job sites
in a van that's literally a safety
department store on wheels.

The van brings an inventoryof safety glasses,
replacement lenses, goggles, ear
plugs and muffs, welding hoods,
hard hats, warning signs and
tags, plus belts and lanyards for
elevated steel work. It also

carries air monitors, fire

Wausau's Ed Baxa

Visits WB&1 Safety Van

extinguishers, first aid
supplies, voltmeters and
outlet testers. It's a

traveling classroom
complete with audiovisual
equipment as well.

ou can easily see
1the van's

immediate, tangible
benefits. Less obviously,
the van represents

one part of WBI management's
total commitment to job safety.

4

That commitment has driven major

 accidents down 60% during thelast 5 years... a destination
we know is well worth

driving for.
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e
/Come to the source

/1/WEAL- ;=-

Wausau Insurance Companies
Employers Insurance of Wa u



6 / business insurance, August 21, 1978

editorial opinions

National health: A burst of sanity
rl RITICS OF JIMMY CARTER are hard at it, scream-
<9 ing bloody murder that he failed once again to take a
strong position on an important issue, that being na-
tional health insurance. But the legions of businesses
that have sometimes been for Carter and sometimes

against him now find a few positive points accruing in
his favor.

Carter's principles that will govern any national
health programs are just that-principles. We're still a
long way from any concrete program and probably light
years away from the passage oflegislation launching the
country on a most-ambitious project. Therein lies the
rub for Carter foes, who see doubletalk, excuses and
compromise in Carter's principles where they seek all-
encompassing and costly care for everyone, immedi-
ately.

As we pointed out in our Aug. 7 story, nearly all the
business and insurance groups we talked to had some
good things to say about Carter's compromise pro-
posals. It seems as if the Carter administration is listen-
ing to the business community (which stands to pay a
large part of the bills) in a number of areas.

Most important, the administration agreed that there
will be cost-sharing in any NHI program. Deductibles or
coinsurance are vital to hold costs and utilization down

in any government program.
Also, recognizing the failure of past programs like

Medicare and Medicaid which stimulated demand for

health care services and allowed costs to get completely
out of hand, the administration says an NHI program
will be gradually phased in. This will allow for new
problems to be solved as they arise, one at a time, before
proceeding with the next phase. Hopefully, this will
prevent the system (and the taxpayers) from being com-
pletely overwhelmed by an ungovernable mess.

-4-

Next program

HEAC

Finally, the administration has decided there will be a
significant role for the private insurance industry in
NHI. We aren't particularly happy about the prospect
that one immense organization-Blue Cross/Blue
Shield-appears to be the leading contender for the
dominant role in such a plan. Instead, we would hope
that private sector involvement will be balanced and
will include a broad cross-section ofinsurance industry
talent. Including the insurance industry in any NHI pro-
gram will lend an element ofprofessional management
and efficiency to the setup, factors government pro-
grams traditionally have lacked.

We're glad to see those who favor a rational approach
to billion-dollar spending win out, for the time being
anyway. Proposition 13, Carter should recognize, is a
clear indicator that not everyone thinks big bureaucracy
is best. We may be witnessing the birth (or rebirth) of a
new age o f sanity in dealing with the gradual movement
towards socialism.

A special look at peculiar risks
TNSURING SUPERSTAR PELE'S ability to play soc-
i cer and tennis champ Bjorn Borg's appearance at a
championship match requires the special knowledge
and skill of people who've dealt with unusual risks.

Similarly, race horses, racing cars and America's Cup
sailboats pose problems demanding tailored insurance
policies and, almost certainly, tailored insurance pre-
miums for events that are a little riskier and characters a

whole lot more valuable than the usual man-in-the-

street.

Beyond the one-time events to be insured, some man-

agers have to buy insurance for businesses that consist-
ently involve risky activities. Consider the risk man-

agement questions facing owners and managers of dis-
cotheques, rock concerts, sports events with their

business insurance
the iiational news,nagazine of toss prevention, Tisk financing and

employe benejit management
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hordes cf spectators and valuable players, skateboard
parks, hang gliding schools and around-the-world tours
for famous symphony orchestras.

Imagine whatyou'd do ifyourcorporate chairman ofthe
board was about to ascend into the clouds in a small
basket hanging by a tether from a hot air balloon to glide
across the country or the state.

We'll :alk to the specialists at Lloyd's and in this
country-and we'll talk to the risk managers and insur-
ance buyers-who routinely deal with these specialty
risks, in a spotlight issue of Business Insurance Oct. 31.

Ifyou've an idea for a specialty risks story, orifyou've

a tall tale to tell about handling a specialty risk problem,
call or write Susan Alt at Business Insurance, 740 N.
Rush St., Chicago, Ill. 60611 (312) 649-5278.

Associates: New York-REBECCA A FAN NIN, ELLIS SIMON, Washington-JERRY GEISEL, Los Angeles-
JOANNE GAMLIN, Chicago-BARBARA JEAN GRAY, KATHRYN J. McINTYRE. Editorial production chief:
Chicago-MERRILL SAL+TZMAN. Art director: JOE FARACI. Correspondents: London-JOHN MILLER (01)
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letters
Business Insurance welcomes

tettersfrom its readers. Please keep
your comments as brief as possible
and we reserve the right to edit or
shorten letters for clarity or space.
Please send your comments to Let-
ters to the Editor, Business Insur-
ance Magazine, 740 N. Rush St.,
Chicago, ILL. 60611.

Proposition 13
To the editor: Hurry for Robert

Walters. He stated the impact of
Proposition 13 very well (BI, June
26). The perilis to those public risk
managers who cannot demon-

strate their ability to reduce the
cost of risk.

Proposition 13 will be a test of
the mettle ofeach public risk man-
ager. Some will be found wanting
and fall by the wayside, of course.
Now certainly isn'tthetime for any
of them to sit on their duff or rest

on their laurels.

Larry Bell
Manager, insurance & claims, Aly-

eska Pipeline Service Co., An-
chorage, Alaska

P.S. I like Bob's efficient staffing,
too. Who needs a 17 man staffany-
way?

Road liability
To the editor: The Oakland

County road commission is initiat-
ing a highway risk management
program for Oakland County, a
900-square mile county with one
million people. We are attempting
to identify and reduce our road lia-

bility exposures and we would
very much like to benefit from the
experience of anyone else who has
worked in this field.

Most, if not all, agencies respon-
sible for streets, roads and high-
ways have implemented routine

traffic engineering improvements
over the years and many have
taken advantage of the various
federal safety programs. However,
we have yet to find another agency

which has officially placed safety
as its number one priority or which

has attempted to approach the
highway safety problem from a

comprehensive multi-factor (driver,
vehicle and road environment)
standpoint.

I would appreciate any informa-
tion or contacts that might be use-
ful in our endeavors.

Brent 0. Bair

Transportation planning coord-
inator, Oakland County, Mich.

Mr.Bair may be contacted at the
Board of County Road Commis-
sioners, Oakland County, 31001
Lahser Road, Birmingham, Mich.
48010.
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AMERIICAN COMR*41ES

INTO THE*>RLD.

f

As American multinational corporations are doing more
and more business around the world, thefre learning that one

of the important keys to a
smooth operation overseas is the
insurance organization they
choose hereat home.

Thats whyits socriti-
1 cally important to choose AIU

Because AIU is Americas largest
insurance organization operating

, ) overseas. And ith growing faster
than any other.

AIU is the only under-
t

 writing facility that can offer a
network of offices in over 130

Countr d jurisdictions around the world.
Making up anfficient, unified and controlled chain of

top service facilities. to manage insurance programs wherever
American multinationals are doing business.

And AIU has unique flexibility and capacity:To establish
one master policy from one insurer, witn variations for indi-
vidual countries. To develop complex programs that provide
for premiums, and claims, to be paid in local currencies.

Because AIU and your broker want to be sure American
companies are fullycovered when theygo out into the world.

for detailed information, send the coupon or call yourinsurance broker today
We welcome inquiries from anylicensed agent or broker.

You dont have to bea regular producer to place business
with an AIG company

........./...../..././............/..

AMERICAN INTERNATIONAL UNDERWRITERS
• Department A, 102 Maiden Lane, New York City, NewYork 10005 •• Please send me more information about your organization and services. •
I .

Name/-nde/Phone - 
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Compar/Address

BSIN-8-211

/..........
City/State/Zip /FR A Member of

rn' 1 American InternEtional Group
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CRAVENS, DARGAN AND COMPANY
Pacific Coast of Illinois, Inc.

Risk Underwriters with innovative ideas

servicing the Midwestern States

Contact: Bob Haney, Paul Feldsher and Ken Karsted

Cravens, Dargan and Company, Pacific Coast 01 Illinois, Inc.

Sears, Tower, Suite 5730
233 South Wacker Drive

Chicago, Illinois 60606
(312) 876-0262

Telex: 25-4279

Labor official, senator

clash, on preemption
WASHINGTON-A top Admin-

istration official clashed sharply
with members of a Senatepanel on
whether states have the right to
regulate and set requirements for
benefits.

Undersecretary of labor Robert
J. Brown said the Administration

was firmly opposed to legislation
that would give states authority to
regulate benefit.plans.

Mr: Brown said the. preemption
provision of the pension reform
law, which gives only Congress the
right to regulate plans, is vital.

Mr. Brown told the Senate panel,
which was meeting to discuss a
packet of bills that call for the first
major revisions in ERISA since the

law was passed in 1974, that there

Restructuring your employee benefits program?

,

I E

CallinyourJames
Account Executive...

Introducing James' "Service-in-Depth' Goncept. A nationwide
cadre of top-flight benefits specialists available to meet Employee
Benefits needs - whatever they are, wherever they are.

He'll put James'
expert benefits

specialists
to work for you.

Available throughout the country-
through your James Account Executive. 4

When you contact James, an Account Executive experienced in f ·· 14,

your industry is assigned to your company on a permanent basis. 41 'L
He becomes thoroughly familiar with yourcorporate structure,
your benefits program, your unique requirements.

Depending on your needs, you: James Account Executive
can bring inoneor more benefitsexpertstooffera wide range
of services Consultation on plan design, fundingalternatives,
and administration. Actuarial and pension plan
services. Benefit communications services.

With James, you can have your employee benefits
covered by an insurance company, and have all
claims handled by skilled James claim -
administrators. This promotes efficiency,
reduces error, and results in significant cost --9
savings. All data needed for claim control 'll-- *

are extracted during processing and
presented in detailed.reports to
management within one week following the 4.£ 1
end of a monthly reporting period. And for

self-funded employee benefits, James also \.. - F .<i
provides excess catastrophe coverage,
where required, in addition to c aim service.

For further information on this aspect of James' "Service-in-Deptti' contact
your nearest James office or write Reynolds Blossom, Communicaticns Department,
Fred. S. James & Co., Inc., 230 West Monroe Street, Chicago, Illinois 60606.

James
FRED. S. JAMES & CO., INC.
Insurance Brokers Since 1858
Insurance and Risk Management Services
Through More Than 100 Offices Around The World.

could be a disaster without federal

preemption.
"We would have 50 different

state regulations for benefits and
the results would be chaos" forem-

ployers who would have to con-
tend with a hodge-podge of vary-
ing state requirements, he said.

But Sen. Spark Matsunaga (D-
Hawaii) said he objected to the
premise that only the federal gov-
ernment has the power to regulate
benefit plans. He pointed out that
Hawaii's health care act, which re-
quires employers to offer a mini-
mum level of benefits, has resulted
in almost universal health care

coverage at a low cost.

A state law that so broadly ex-

tends the net of coverage to resi-
dents should be saluted and copied
by other states, rather than being
thrown out by a federal district

court for violating the preemption
section of ERISA, Sen. Matsunaga
added.

Sen. Jacob Javits (R-N.Y.) said
he believed states should be inno-

vative in establishing benefits, but
added that he was concerned

about the possible side effects of
allowing states complete leeway in
regulating benefit plans.

But both authors of the pension
reform law, Sen. Javits and Sen.

Harrison Williams (D-N.J.), agreed
that Congress should give immedi-
ate attention to the preemption is-
sue. "We will move on this," Sen.

Williams vowed, with Sen, Lloyd
Bentsen (D-Texas) observing that
preemption implications were not
adequately discussed when

ERISA passed four years ago.
On another issue, Treasury offi-

cial Daniel Halperin expressed
concern about the Javits-Williams

legislation (S. 3017) that would give
employers tax credits for upgrad-
ing their pension plans.

Mr. Halperin said the bill, which

grants a 5% tax credit to plans that
improve benefits above the mini-
mum ERISA requirements, might
cost the Treasury $4.4 billion.

Instead of such a broadly-based

credit, Mr. Halperin suggested that
the credit be focused more nar-

rowly, such as to employers whose
work force has a low average pay.

The Labor Department sides-
tepped the issue of whether
ERISA could be administered

more efficiently if only one agency
ran the program, as proposed by
Sen. Williams and Sen. Javits.

Underseeretary Brown did say
the Administration's reorganiza-
tion plan, which will hand over to

Labor responsibility for fiduciary
matters and give Treasury author-
ity for participation, vesting and
funding standards, should provide
interim relief to dual jurisdiction
problems.

Mr. Brown objected to legisla-
tion that would eliminate the sum-

mary annual report, since informa-

tion contained in the report is vital
to employe's understanding their
pension plan.

Instead of doing away with the
summary annual report, Mr.
Brown said the Labor Department
will drastically revise the form to
make it easier for employers to fill
out. He added that Labor would

consider a proposal in which em-
ployers could post the summary
annual report in a central location
and eliminate the current require-
ment of distribution to each em-

ploye.
SEC chairman Harold M. Wil-

liams told the panel that he op-

poses the Javits-Williams bill be-
cause it would overturn a lower

court decision extending the anti-
fraud provisions of the securities
laws to pensions. .



More control motivates 2 to self-insure
By SUSAN ALT

CHICAGO-Theprospectofbet-
ter corporate control provided the
motivation for two large compa-
nies to undertake self-insuring
their workers compensation pro-
grams in recent months, according
to the risk managers for these
firms.

During Business Insurance's
National Conference on Workers

Compensation, Dennis Brescoll,
associate risk manager for

Chicago-based Esmark Inc., and
Edward R. Lloyd, director ofinsur-
ance at Dan River Inc. of Green-
ville, S.C., related their experi-
ences in going to a self-insured
plan from an insured program.

"We felt the control aspect was
probably the most important" rea-
son to become self-insured for

workers compensation, said Mr.
Brescoll, butthepotential costsav-
ings were also attractive. There
was a concern at Esmark that a lot

of claims were already being paid
in-house without being reported to
headquarters or to the insurance
company. He also told the story of
one plant where outsiders were in-
viting workers to lunch and offer-
ing free meals to get them to go to
medical facilities and check on "in-
juries" during lunch hours.

Thus, Esmark chose its facilities
in Illinois and Iowa for a test pro-
gram, launching its self-insurance
plan last November.

Similarly, Dan River viewed the
cash flow aspects as positive, along
with potential cost savings and im-
proved control over claims. The
textile firm's costs were "getting
out of control. Our retro and modi-

fication factors were almost impos-
sibleto control. In addition, we had

reduced the frequency and sever-
ity of accidents and still our costs
were going up," said Mr. Lloyd.

In the end, Esmark chose to hire
an outside administrator-Fred S.

James & Co.-to handle claims, as
did Dan River with its choice ofthe
Gallagher Bassett division of Ar-
thur J. Gallagher & Co.

Dan River went self-insured in

four states in April, deferring its
changeover three months from the
original Jan. 1 target date. The
whole change required one year of
planning, said Mr. Lloyd, who ob-
tained feasibility studies from two
firms, allowing them six months to
complete the studies. Another
three months were allowed for

assessing the two studies, making
a decision and convincing manage-

.business
-insurance

NATIONAL CONFERENCE
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Conference reports
• Cumulative injury claims aren't unique to Califor-
nia, that state's just labeled them. Page 12.
. New directions can cut work comp losses, 2 ex-
perts contend. Page 14.
• Employers must set up vocational rehabilitation
plans or face tougher state laws. Page 16.
. Tapes of talks at the BI conference are available.
See coupon on page 36.

ment about the need for a change.
The last three months were allot-
ted to get state filings approved
and to buy excess insurance cover-
age.

Although Mr. Lloyd said it's im-
possible to tell at this point what
the actual cost savings will be, Dan
River's renewal quote for the four
states indicated the firm's deposit
premium alone would riseto about
$88,000 per month. "We wanted
this money in our pocket," he con-
cluded. April through June claims
expenses have been only $14,500 un-
der the self-insured program, in-
cluding all administrative expenses.

Esmark chose to go with an out-
side administrator of claims be-

cause any in-house person would
have to be "a superstar" and the
company felt it couldn't get the
right person. Esmark solicited pro-
posals from four services provid-
ers, finally choosing James be-
cause it offered the quality Esmark
felt were needed.

Esmark pays a flat fee to James
because it wanted to avoid any in-
centive for the administrator to

pay more claims. The program is
proceeding so well that Esmark is
moving toward self-insurance in
another nine states.

Mr. Lloyd said his two studies
done by different firms were "very
close in dollar terms, but the differ-
ence was in claims handling. One
firm recommended we farm out
the various services. The other had

the capabilities all in-house and of-
fered to put a top person in an of-

Few markets write

self-insurance bonds
CHICAGO-Finding the market for a bond, not securing a

particular size of bond, is the primary problem in self-insuring
workers compensation risks, says John A. Millikin, vp of Ale-
xander & Alexander in Chicago.

"We're in trouble if the bond market gets any worse," Mr.
Millikin warned attendees of a special discussion on markets for
self-insurers at the Business Insurance conference.

"And without a market for a bond, forget self-insuring, unless
you want to put corporate assets in escrow," Mr. Millikin advised,
since state regulators want assurances that claims will be paid.

Sniffing out markets, Mr. Millikin has found The American
Druggists Insurance Co. and Kemper are beginning to write
bonds for Illinois self-insurers, while Utica Mutual is quietly
writing some bonds for Kentucky self-insurers. INA, Chubb and
CNA may also fulfill a company's request for a bond.

With bonding requirements met, a potential self-insurer of
workers compensation risks must locate an excess insurance
market. Specific excess is written by a host of major casualty
insurers, Mr. Millikin noted. Aggregate excess is written by fewer
companies.

The Chicago bffice of A&A identifies Safety Mutual of St.
Louis, Employers Reinsurance Corp. and International Surplus
Lines as the aggregate excess writers for self-insured workers
comnenRAtinn nrn¢frgrne in thA 1\5:A-7..+

fice practically on our premises to
concentrate on our account."

Esmark outlined five separate
areas of change to complete the
shift to a self-insured plan: Qualify
as a self-insurer in the two states;
establish banking and account-
ing procedures (Esmark chose to
issue its own checks, which in-
volved getting five different kinds
of checks printed up); make visits
to plants to inform operating
managers about the change to self-
insurance, how the system works
and what's expected of them; es-
tablish procedures for claims
handling and check writing au-
thority, and purchase excess in-
surance.

Mr. Brescoll identified a number

of key issues which would spell
success or failure for the plan. Es-
mark wanted the single individual
at Fred S. James to be responsible

for claims administration and to be

totally accountable for the Esmark
account. "We didn't wantto always
be second-guessing the adminis-
trator. That individual is account-

able for results," said Mr. Brescoll.
Esmark "hadn't been getting. the

necessary investigation" o f claims
fromitsinsurance company, so Mr.
Brescoll established a guideline
that said "all questionable claims
will be investigated." The plant
managers involved in the program
notify the administrator about
questionable claims that should be
investigated.

Esmark requires its claims ad-
ministrator to visit each plant at
least once a month, meeting with
the local manager and filing a re-
port on the meeting.

Esmark requires its adminis-
trator to report any serious losses
or any changes in reserves for out-

, standing claims and also es-
tablished procedures for auditing
claims files on a regular basis and
auditing reserves regularly to as-
sure their adequacy.

Both companies gave their
claims administrators check-

writing authority up to $2,500 per -
claim. Mr. Lloyd believes this pro-

vides "plenty of latitude" to make
settlements.

Dan River has "already seen a
decided difference between the

services we get from Gallagher
Bassett" and those provided pre-
viously by an insurance company
using safety personnel, said Mr.
Lloyd.

His conclusion is that the

program's "paying for itself al-
ready." Dan River, too, pays a flat
fee to the outside administrator,
high enough to compensate for
25% more claims than what the

company believed would have to
be handled.

Mr. Lloyd pointed out that anew
self-insurance plan won't neces-
sarily prevent the bad accidents
from happening; it'11 just help to

· keep them from being so expen-
sive. He cited a case of an electro-

cution death of a Dan River em-

ploye during the third week ofJuly
that is costing Dan River $85,000
over 500 weeks to the widow and

two children. That works out to

about $160 per week, he noted.
"Had we still been insured, that

loss would have cost us $127,655
when the first retro rolled

around-we would have had to pay
it right up front."
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UNDE : de'RITERS
AGENCY, INC.

UNDERWRITING MANAGERS FOR HARD TO PLACE

CASUALTY • PROPERTY • TRUCKS

122 MAIN BUILDING / MILFORD, OHIO 45150
(513) 831-RISK TELEX: TWX 810-460-8322

If you need
Railroad Protective

Call Richard Selmonslcy

(516) 482-6215 (212) 895-7240

Out of town Call (800) 645-6286

OuoteS Within 24 Hours
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INTERNATIONAL RISK MANAGERS,LTD.
Over 30 years of service to contractors, business and industry.

45 North Station Plaza BRANCH OFFICES:

INTERNATIONAL P.O. Box 689 New York City

HEADQUARTERS Great Neck, New York 11022 Lincoln Park, MJ

Telex: #960273 New Rochelle, NY
Cable: NAPRE, GREATNECKMY Ft Lauderdale, FL
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AS AN EMPLOYER YOU PROVIDE GROUP MEDICAL, DENTAL AND LIFE BENEFITS

WHATABOUTAVISION BENEFIT?
When an employee does not see properly his production as well as the quality of work is reduced. What
about the days lost due to eye related problems? Vision benefits are the least expensive benefit you
can provide and the benefit most important to you - the employer.

FEATURES OF THE VISION SERVICE PLAN

• Eye examination each 12 months

• Lenses each 12 months

• Frames each 24 months

• Frames and lenses furnished at laboratory cost

Available nationwide except North & South
Carolina

Broker inquires invited

Self funded or insured plans available

N.J. Vision Service Associates is a non-profit
corporation

N.J. VISION SERVICE ASSOCIATES
P.O.Box 7286 Trenton, N.J. 08628
YES 1 would like to know more about a Vision Service Plan

0 Please have a representative call me for an appoint-
ment
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More states recognize
long term iniury claims

CHICAGO-Compensation for
cumulative injury is"not unique to
California," warns Alan Tebb, gen-
eral manager of the California
Workers Compensation Institute.

"The seeds of cumulative injury
are in Florida, Illinois and Michi-

gan to name a few," he said. "Our
supreme court has just assigned a
label to it."

The judicially evolved doctrine

of cumulative injury recognizes
the effect ofjob-related stress and
strain that physically or mentally
disables a worker over a period of
time.

Workers in California are in-

creasingly tapping this source of
compensation income, Mr. Tebb
told attendees of the Business In-

er.

Hartford Steam Boiler
I'll take you up on your Hot Offer.doesn't want you to get all  Please send immediately, so I can enjoy

steamed up if your heating trouble-free operation this heating season.
boiler doesn't. So we're of- I Nnrnp
fering a free Heating Boiler  Title
Start-Up Checklist and a Arldrew

free Boiler Log Program for 1 City
your use this fall. 1 StntA Zip

The Heating Boiler Check- Send coupon to Hartford Steam Boiler
list details step-by-step pro- [ Inspection and Insurance, 56 Prospect
cedures for avoiding start-uP L

Street, Hartford, Connecticut 061 32.

failures because of low ---------
water, poorly maintained con- start-up precautions, mcin-
trols, inoperative safety de- tenance and operaticn. Most
vices, etc. accidents to low pressure, fire

The Boiler Log Program tube heating boilers involve
provides a continuing, year- overheating and burning.
round guide to energy efficient Over half of these are in the
operation and boiler accident area of operating or protective
prevention. Together, the control malfunctions. Many of
Checklist and Boiler Log Pro- these accidents occur because

gram provide convenient of a lack of operator trcdning
ways for your key plant per- and improper maintenance of
sonnel to educate boiler opera- this equipment.
toI's concerning appropriate The Checklist and Boiler Log

 Program, designed and
 tested by our national staff

of over 900 inspectors and
1 engineers, have been rou-
 tinely distributed to our in-

sureds for years. They are
1 just two more ways Hartford
 Steam Boiler is providing

building blocks for estab-
1 lishing and maintaining an

= effective in-house risk
management program.
For free copies, simply fill
out and send us the coupon.

HAmFORD
STEA][BOnER
I=pmmol/!iD

Hartford, Connecticut

We help more risk managers
mcmage risks better.
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surance National Conference on

Workers Compensation.
Claims citing cumulative injury

are growing at a rate of 25% a year,
he said. In 1974, less than 1% of all
disabling injuries were attribut-
able to the cumulative effect ofem-
ployment. In 1978, it's estimated
over 3% of all claims for workers
compensation in California will be
based on cumulative injury.

While the percentages of total
claims seem small, Mr. Tebb said,
the costs are not. In 1976, cumula-
tive injury claims cost insured Cal-
ifornia employers $137 million or
one of every eight dollars paid for
workers compensation claims. In
1978, the cost of cumulative injury
awards is expected to hit $200 mil-
lion and by the end of this decade
the cost is expected to soar to $300
million without any increase in
benefits.

A study conducted by the Cali-
fornia Workers Compensation In-
stitute has identified the source of

these claims as primarily older
workers, citing back, heart and
vascular injuries. Nearly every
claim is litigated and the average
award of $9,218 is immediately re-
duced by an average $780
attorney's bill.

"We think this data is relevant

elsewhere," Mr. Tebb said, since
California is a recognized "leader"
in developments of workers com-
pensation. (Details of the study
were reported in the May 1, 1977,
issue of Business Insurance.)

Robert J. Benjamin, claims-

rehabilitation manager of the Cali-
fornia State Compensation Insur-
ance Fund, added "cumulative in-
jury is here to stay." Based on his
experience, Mr. Benjamin outlined
four methods for controlling the
cost o f cumulative injury claims in
workers compensation programs:

. Mandate that all administra-
tive remedies be exhausted before

a claimant can apply for a hearing
in front of the workers compensa-
tion appeals board since the advi-
sory hearing process is costly.

. Establish a group of doctors
who will evaluate the claimant's

condition to prevent "opinion
shopping" by both the claimant
and the employer.

. Compensate workers for per-
manent disability only when it af-
fects their ability to compete for a
job, not just as a matter of course
for an injury.

. Employers should maintain
safety programs and a program of
periodic physical examinations of
workers to uncover conditions be-

fore they become problems. .

A reminder

from PBGC
WASHINGTON-The Pension

Benefit Guaranty Corp. (PBGC) is
reminding pension plan adminis-
trators that the annual premium
form, PBGC-1, should be mailed to
the PBGC at P.O. Box 2454, Wash-
ington, D.C. 20013.

However, Form 5500, the basic
annual report for employe benefit
plans, should be filed with the IRS
Center in the plan sponsor's area.

For plan years beginning in 1978,
PBGC-1 is due seven months after

the end of the previous plan year.
For example, the PBGC-1 for a
plan year beginning Jan. 1, 1978,
should have been filed with the

PBGC by July 31, 1978.



Welook,
butdowe see?

What you see here is sand. What you
don't see is water. The fact is, nearly
all of the sand in this photo is under
water.

This sand bar, off the coast of McKay,
Australia, looks like any sand bar, any-
where in the world. But if one were

to examine the chemical makeup ·
of the sand and water, one·would find
elements characteristic of that area

exclusively.

The same type of close examination
is necessary when evaluating the pro-
tection of industrial properties. On
the surface, a warehouse in Little
Rock, for instance, looks no different
than a warehouse in Sydney. But
subtle differences do exist. Local con-
siderations that must be dealt with on
an individual basis when it comes to

protection requirements.

Allendale International brings loss
prevention philosophy and tech-
niques to foreign lands, tailoring pro-
tection to conform with local restric-
tions and conditions.

It's not coincidental that we chose

this photo to exemplify our foreign
interest, since Australia represents
one of our newest areas of activity.

UTZ.,Elly<

Allendale Insurance
Allendale Park, Johnston. Rhode Island 02919
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New directions can cut losses, 2 experts contend
CHICAGO-"When I tell a plant

manager he has to work two-and-a-
half days to pay last month's
losses, it scares the hell out of

him," chortles Coca-Cola of Los
Angeles safety director Walter
Pfeiffer.

He figures that since Coca-Cola
averages 7% net after taxes on its
annual gross income, someone has
to generate $14 in gross revenues
for every dollar lost. "So a $100 ac-
cident requires another $1,400 in
gross revenues," he reasons.

The basic formula is applicable
regardless of how losses are

funded. "If you're insured you pay
your losses indirectly and ifyou're
self-insured you pay them di-
rectly," Mr. Pfeiffer said.

But.the safety director doesn't
hold losses down at Coca-Cola of

Los Angeles plants with just scare
tactics. He outlined for attendees -
of the Business Insurance National

Conference on Workers Compen-
sation the 12 points he considers
fundamental to an effective loss-

prevention program.

Together with cost-saving tips

offered by consultant Harold V.

NATIONAL CONFERENCE

mm,mm18,
Hodnick of Reed Shaw Stenhouse,

the suggestions are enough to keep
safety and workers compensation
programs humming with new di-
rections.

But Mr. Hodnick cautioned in

his introduction, "You'll have
chaos if you try to introduce all
these at once."

Identifying casual claims han-

u iii

r profit..

dling as one ofthe primary contrib-
utors to rising workers compensa-
tion costs, Mr. Hodnick counseled,
"A dollar you invest in a good
workers compensation adminis-
tration program will give you as
good a return as a dollar invested
anywhere in the plant."

First, a company should select a
workers compensation coordina-
tor who will be responsible for de-
ciding if an alleged injury should

be accepted or rejected. "He can be
your fall guy atthelocalplant," Mr.
Hodnick suggested. That takes the

(1A
1
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and the investigators
who dimmed the flames.
Investigations by First Securitu Services led to 141 . Curran sums up by saying: "The {*Z*.4#1/
Indictments in America's Greatest Arson Case. The problem of burning insured prop- .11 " --
story broke nationally last October, The Massachu- erty for profit is rampant nation- * = J-
sells Attorney General said that exposing the huge ally. Arson-for-hire is generally 1# 1'-
conspiracy to burn Boston for profit resulted from the given low priority by law enforce- 11 , -rl
largest arson investigation in the nation's history. ment, in part because iCs one of the 1 ./I

miken into custody were 33 persons who were named few crimes where you have toprovea 54John,01.
in 141 indictments for arson, fraud, bribery and crime exists before you can investi- 0 1,/,p=-ji

murder. The probe involved scores of major fires gate it. Thus, arson and other insur- ,

between 1973 and 1976, three resulting in death. ance frauds are areas where services il:, M
Property loss has been sel at more than $6,000,000. of professional investigators are ,

needed.
Undetected forFour Years. Investigations revealed Unequalled Investigative Services. ¥ 1*
that the conspiracy had escaped detection for four First Security Services - founded in M residem
years In summer 1976, a major insurer decided 1972 - is an organization of dedi- - · -
special action had to be taken to investigate a series of cated professionals capable of pro- ¤ ....allt
fires that had become epidemic. At this point, First viding insurance companies with the 1«1-Il
Security Services was directed to conduct intensive most expert investigative services in _li 30
investigations. the security field £oday. We now ir I
Lawrence T. Curran, Vice President of First Securi- have four offices, over 800 employees I

Lawrence I Curran.

ty's Investigative Services Division, explains: "We and numerous blue-chip clients in vice President,

were retained to investigate a number of individual all parts of the country. Investigative Services

fires, not an arson conspiracy. But after probing Preliminary Discussion without Obligation. Arson
several of Boston's residential and commercial fires, is just one of many crime-related problems that
indications began to mount that many might some- plague corporations and defraud insurance compa-
how be related." nies. We'd like to discuss your concerns with you in
Conspiracy Exposed in 14 Months. Curran, together detail. Please write or telephone Lawrence T. Curran,
with First Security President Robert F. Johnson, Vice President, at First Security Services Corpora-
Executive Vice President Richard J. Barry and 40 of tion, 92 State Street., Boston, Mass. 02109, toll free
the firm's professional investigat6rs worked on the 1-800-225-6146, in Mass. 617-3674500.

case for 14 months. Working in conjunction with, and ,
through the full support of, The Massachusetts Attor- < ff:ZZ¥1
ney General's office, they unearthed massive incrimi- -  
nating evidence that a conspiracy did exist. ,l. 1

-FIRST- BOSTON/PROVIDENCE/HARTFORD/SAN FRANCISCO

SECURNY

Jr- *

heat off the local manager when he
turns down a claim.

A tough stance should particu-
larly be taken on lost-time and
"gray area" claims. Lost time
should not be authorized without a

physician's examination, Mr. Hod-
nick advised, even when the
worker complains he started hurt-

ing on Saturday from something
that happened on Friday so he
stayed home the first few days of
the next week.

Claims that don't pan out when
investigated should be turned
down and the worker told why. Of
course, the claimant should be told

oftheappealprocess, buthecanbe
advised, for instance, on what the
attorney will cost him,

The workers compensation ad-
ministrator and the foreman

should attend the hearing to in-
duce the worker to be honest.

Though the company may not win
in the end, even if the award is

merely reduced, the word will cir-
culate that it's hard to get by with a
questionable claim, Mr. Hodnick

suggested.
Finally, Mr. Hodnick said, to

control workers compensation
costs a company needs an aggres-
sive accident/safety program.

Mr. Pfeiffer's outline of the fun-

damentals of suchaprogram starts
with securing "top of the pyrarnid
support," including a written pol-
icy on loss prevention that says
"the working environment should
be as free of hazards as possible
and workers should be as careful

as possible."

Implementing that policy re-
quires a safety director, backed up
by a safety organization. There
should be a general safety commit-
tee, a safety committee in each 10-

cation and one in each department
as well as a workers' committee.

The committees should be

charged with reviewing all acci-
dents that have occurred since the

previous meeting, they should

walk through a particular area, re-
view all previous recommenda-
tions and make new ones based on

the day's tour.
Safety inspections should also

be conducted by a person with spe-
cial expertise, either hired on staff
or brought in from outside. Partic-
ular targets for checks should in-
clude machine guarding, the qual-
ity of the air, electrical grounding,
housekeeping and equipment.

Self-compliance with govern-
ment regulations is advised, Mr.
Pfeiffer stressed, from meeting the
requirements ofthe localelectrical
code to complying with Occupa-
tional Safety & Health Administra-
tion standards.

Safety education progranns

should be conducted for supervi-
sors and at least one person on
each shift should be trained in ad-

ministering first aid and CPR (car-
diopulmonary resuscitation).

Accident records should be

maintained, Mr. Pfeiffer said, since
"the only positive benefit of an ac-
cident is the record."

Though Mr. Pfeiffer has imple-
mented safety incentive pro-
grams-such as awarding pieces of
a four-part cutlery set quarterly to
holders of accident-free records-

he warns you don't want to make
the prizes so enticing as to create
"an accident non-reporting pro-
gram."

Primary, he maintains, is secur-

ing supervisor cooperation. "If the
first line supervisor won't tolerate
it, accidents won't happen." .

New chairman

A. Edward Gschwind, president
and chief executive officer of the

Worexco Corp. and the First Inter-
national Reinsurance Co., is the
new chairman of the Independent
Reinsurance Underwriters Assn.



There are a lot of advantages in locating certain
operations overseas. Insurance coverage isn't one
of them.

In fact, most insurance companies can't begin to
duplicate the property coverage they provide in
North America. But we can.

We can cover all vour oDerationsin fiftv

ARRWRIGHT-
BOSTON
INSURANCE

countries around the world with a fire, boiler and

machinery policy. We'11 give you a blanket limit
worldwide. That's protection that is protection.

Talk to us. The tougher the problem, the more
we can help.

Regional Offices: Boston, Cleveland, New York,
Chicago. Atlanta. San Francisco.
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Begin iob rehabilitation plans or else...
By SUSAN ALT

CHICAGO-Employers should
be taking positive steps to set up
in-house vocational rehabilitation

programs and to set aside funds for
rehabilitation of injured workers
in an effort to counter mandatory
rehabilitation laws such as the

costly one in California, says the
director of Diversified Vocational

Services.

It was a vacuum in the area of

rehabilitation of injured workers
that led to California's stringent
law and a 50-person state bureau to

enforce it, Linda Abernathy told
the first annual National Confer-

ence on Workers Compensation
sponsored by Business Insurance.
Though the intent of the law may
have been good, it "has become a
tool for litigation and a law that
benefits too many people who are

not disabled...a new social welt

fare system with employers pick-
ing up the tab," she believes. Di-
versified Vocational Services is a

division of Fred S. James & Co.

Because temporary disability
payments in California must be
made to an injured worker during
the entire time the worker's receiv-

ing job retraining, a "typical" voca-
tional rehabilitation plan can cost
an insurer or self-insured company
over $11,000, she estimated.

This typical plan involves six
months to two years of retraining
in a new or related field, 10 to 30

hours of counseling, aptitude test-
ing and research into the selected

field and disability benefits up to
the $154 a week maximum in Cali-
fornia.

She urged employers to embark
on cost-effective methods of han-

NEW-FIRST CLASS
PROTECTION FOR
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You expect top coverage from STEWART
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Law Enforcement Officers Professional
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Police and Sheriffs' departments, and other

law enforcement agencies, to be protected
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Police officers are personally vulnerable to
law suits. STEWART SMITH'S Law Enforce-

ment Professional L,iability program is

especially designed to protect them against
suits alleging false arrest, false imprison-

ment, malicious prosecution, assault and
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Availability subject to State approvals.

Clip the coupon below and we will send
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lillillillilliliililillilplialpillill
dling vocational rehabilitation for
disabled employes before they get
the same kind oflegislation passed
in their states.

"Corporations must organize vo-
cational rehab programs just as
they have with production, fi-
nance, sales and law," she said.

"Only in this way can corporations
have cost-effective plans for sue-
cessfully dealing with theindustri-
ally injured. Some major compa-
nies are starting this, but in most
cases no focal unit is systemati-
cally planning an overall in-house
vocational rehab approach tied
into union regulations, seniority

and production needs.

f

"A very few companies are get-
ting smart and setting up a sepa-
rate reserve for rehabilitation, so it
becomes clear to them where the

dollar is being spent and so it is
spent wisely," Ms. Abernathy
noted. She urged employers to
"tuneintoresultsandnotreports,"
and to demand itemized bills from
outside rehabilitation counselors

to see where the dollars are being
spent.

In addition, she urged employers
to take other steps to assure a suc-
cessful rehabilitation prograrn.

"Get loss control involved...if

55% of back injury cases are em-
ployes over 45 and the company is
spending the major medical dollar
on pre-employment + x-rays, then
perhaps there is a question
whether you are spending the pre-
ventative dollar wisely."
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"Corporations mustorganize vo-
cation rehab programs just as
they have with production, fi-
nance, sales and law," says ex-
pert Linda Abernathy.

She advocated studying loss
runs, identifying patterns of in-
jury, analyzing trends, studying in-
depth how vocational rehabilita-
tion was used in past injury cases,
determining how well it worked
and who made it work and compu-
terizing injury resolutions to pro-
vide data of "how to do it better

time-wise and dollar-wise."

For those companies already
covered by mandatory rehabilita-
tion laws, she advocated:

. Timely recognition of cases
and assignment to high-quality vo-
cational counselors.

. Keep applicant attorneys in-
formed to prevent costly second-
vendor interference.

. Try to keep cases out of litiga-
tion.

. Work with the loss control de-

partment to establish in-plant,
return-to-work programs for in-
jured employes.

. Management should meet
with unions to discuss ways to al-
low disabled workers to obtain dif-

ferent jobs without having to meet
seniority requirements and other
bidding provisions.

. Make management aware that
vocational rehabilitation vendors

shouldn't be doing claims work at
$30 to $50 an hour.

. Encourage separate reserving
for vocational rehabilitation, "so
we can share accurate statisticalin-

formation on just how costly this
benefit is."

. Make claims adjusters cost-
accountable.

. Insist that defense attorneys
becomebetterversedinvocational

rehabilitation.

. Insist on itemized billing by
vocational services vendors.

Ms. Abernathy warned em-
ployers in California that if they or
their insurance company fail to no-
ti# the state rehabilitation bureau
ofaninjuredworkerwho'sentitled
to vocational rehabilitation, "the
bureau soon finds out anyway
because injury notices are com-

puterized ...Soif you don't call
them, they'11 call you."

She lamented the fact that under

California law even chronic back

strain is a case forvocational rehab

if there's a doctor's report recom-
mending only limited lifting by the
worker on the job. She illustrated
the nature o f the California law by
noting that vocational rehab is re-
quired even if the permanent dis-
ability rating is less that 5%, or in
cases of contact dermatitis where

the disability would be removed

by taking the worker from the field
causing the disability.

The California rehabilitation bu-

reau ·generally views a vocational
rehabilitation.plan involving reas-
signment tolighterworkasaccept-
able only if the injured worker
wants it, if the lighter job will give
the worker new skills which could

be used elsewhere if the worker is

laid off, if a labor market survey
shows acceptable local demand for
workers with those skills and ifthe
wages are comparable and the
chance for advancement similar..
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Firm's dental operation
-ay fill cost cavities

CAMDEN, N.J.-Campbell Soup
Co. is taking the matter of escalat-
ing employe benefits costs into its
own hands.

With a do-it-yourself flair, the
food company is building its own
dental facility on site to develop a
dental care program.

The in-house dental office will
eliminate the need fordentalinsur-
ance, allowing the company to bet-
ter control dental benefit cost at a
time when Campbell's medical ex-
penses·have been climbing 15% to
20% per year.

With that experience, top man-
agement at Campbell's was sold on
the idea of the dental office even
though several consultants, in-
cluding Johnson & Higgins and
two dental consultants, recom-
mended against it. Campbell's is
believed to be the first company to
attempt to conquer rising benefit
costs by setting up its own dental
shop.

Campbell'splanstosave"quitea
few bucks" with the in-house pro-
gram. Figures, however, on the
savings:the facility will produce
won't be available until the pro-
gram has been operating for ap-
proximately a year, according to a
Campbell's source.

The unit cost of the dental facil-
ity will depend on how many em-
ployes use it. If it is used regularly,
unit costs will be economical but if
it is used rarely, the program could
become a "lemon," the Campbell's
source said.

# Start-up costs for the facility
were estimated at $100,000. That
costincludes renovation oftwoad-
joining executive offices for the
dental office, consultation fees,
dental chairs and other supplies.

Campbell's will employ a
full-time qualified dentist, dental
assistant, full-time hygienist and
secretarial assistants.

The dental office will draw cus-

tomers from 1,500 salaried em-
ployes at the general office. Den-
tists normally consider 1,000 pa-
tients.to be a sufficient base for a
practice.

Campbell's has preliminary
plans to expand the dental office to
smaller plantlocations within the
state if it works well at the general
office. Several smaller plants
would receive dental. care from a
mobile dental unit transported to
the sites.

Unit focuses

on prevention
CAMDEN, N.J.-In another ex-

periment to contain employe
· benefit costs, Campbell Soup Co.

has created a medical facility with
an emphasis on preventive care
and in-house medical treatments.

The program is a step ahead of
the typical, industrial medical
program that often evaluates noise
levels, treats worker injuries and
screens new employes. The food

. company plans to reap savings in
major medical expenses.

One ofthe highlights ofthe med-
ical facility is that it can prescribe
drugs rather than referring an em-

, ploye to another doctor to get a
prescription. The facility will pre-
scribe generic rather than brand
name drugs, a further savings for
the company.

Treatment is given for such con-
ditions as hypertension, upper
respiratory infections, allergies,
weight control, hemorrhoids,
headaches, low back strains and
gynecological care. . 1

The food company plans to be-
gin operating the dental office by
the end of September.

A full range of general dentistry
services will 'be aVailable except
for major oral surgery, periodontic
treatment and= orthodontic treat-
ment.

Dental benefits will include full
payment for necessary diagnostic
and preventive dental care, includ-
ing cleaning and diagnostic x-rays.
Forallothertreatmentprocedures,
the company will pay 100% of the
dental facility's fixed costs and
50% ofvariable costs, defined as den-
tal supplies and the. dental staffs
employe benefits and salary. .
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W:here is the Real Madison Avenue?
The real Madison Avenue is where actuaries, data processors, claims administra.
tors, attorneys, and others are buying their professional liability insurance.
In this era when providers of services are being held increasingly liable for
accuracy and legality of their services, professional' liability insurance can no
longer be viewed as a luxury. On the contrary, E&0 coverage is becoming an
absolute necessity.

If you are interested in competitive rates for any line of E&0 coverage, please
allow the Brougher Agency, Inc..to provide·you a no cost quote.

Incidentally, Madison Avenue is the main thoroughfare of Greenwood, the city
that recently put Indianapolis on the Map.

Brougher Agency, Inc.

. Short on promises

Long on performance

188 S. Madison Avenue

Greenwood, Indiana

Telephone 317 888 3531
Telex/TWX 810 260 2230

ROLUNS BURPICK
HUNTER

Multinational Insurance Brokers

World Headquarters

10 South Riverside Plaza

Chicago, Illinois 60606
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around the states

Michigan house okays tort reform bill
LANSING-The Michigan house

on a 91-0 vote approved a product
liability reform measure (substi-
tute HB 5689) that gives manufac-
turers a defense against liability if
the product conformed with indus-
try or government safety standards
at the time of manufacture.

The bill also provides a defense if
the cause of injury was an altera-
tion or modification o fthe product.
Furthermore, courts could award
costs and reasonable attorneys'
fees to the defendant if a claim or

defense is determined to be frivo-

lous.

In addition, theproposal calls for
reducing the amount ofany award
to the extent that the plaintiffs

negligence contributed to the acci-
dent.

The bill now goes to the senate
where a vote is expected next
month.

Heart attacks

HARRISBURG-The Pennsyl-
vania supreme court has ruled that
most survivors ofheart attack vic-

tims who die on the job are eligible

to receive workers compensation
payments.

To obtain such compensation,
the court ruled, survivors must

show only that the person was
"performing his or her usual job
assignment at the time o f the fatal

heart attack." Survivors must also

show, the court said, that there is
"a connection between the work

and the heart attack supported by
competent medical testimony."

In the past, survivors could not
collect unless they proved that the
heart attack "resulted from un-

usual strain or exertion in the

course of employment."
The high court said that only a

"casual connection" was needed,
and granted benefits to the survi-
vors o f two Philadelphia men who
had medically recognized "heart
conditions" but continued to work

up until their fatal attacks. The
change in policy, the court said,
was dictated by amendments to

HMO

HMO

the workers compensation law
passed by the general assembly in
1972.

Comp hike killed

SALEM-Oregon insurance

commissioner Bill Fritz has re-

jected a request for an average
13*0 increase in workers compen-
sation insurance rates.

He said there was "insufficient

evidence to support any rate in-
creases at this time."

Mr. Fritz's decision followed an

earlier hearing on the issue at

which some employers testified
that they would have to move their
businesses out of Oregon if the

HMO? Health Maintenance Organization. It is
a health care plan that offers employers and
employees an alternative to existing group
insurance programs.

HMOs can provide quality, health care
at a reasonable cost. This is one of the

reasons why Prudential actively supports the
HMO concept.

HMOs provide broad coverage for
services when you need them-in or out of
the hospital-and at minimum out-of-pocket
cost. HMOs emphasize health education,
preventive care and outpatient treatment.
Outpatient treatment is less expensive -
than hospital treatment and, in many cases,
can be medically more appropriate.

By making HMO membership available to
employees, employers may receive benefits
of their own-improved morale, lower

absenteeism, and less rapidly rising costs.
Prudential has a managerial role in four

HMOs-the South Shore Health Plan and

Central Essex Health Plan in New Jersey,
Prucare in Texas, and the Rhode Island Group
Health Association.These HMOs have

already helped thousands receive the health
care they need.

Prudential is in the business of serving
people. When an idea comes along that
can help people, the Rock puts its weight
behind it. HMO-an alternate health care

plan you can feel right at home with.

* Pn,dential
Grouplnsurance

workers compensation rates were
raised. Oregon's rates are among
the highest in the nation.

Deputy insurance commissioner
Richard MeGavock said 15 pro-
viders of workers compensation
insurance were called on at the

hearing to defend the increase. The
insurance can be provided by the
state accident insurance fund, li-

censed private insurance compa-
nies or through companies' own
programs.

"They failed to make their case,"
Mr. McGavock said. He added that

actuarial studies o f the present rate
system, as well as consideration of
insurance company profits and
dividend payments, persuaded the
insurance commissioner that the

13.6% increase in rates was un-

necessary.

Immunity overruled

HARRISBURG-The Pennsyl-
vania supreme court has struck
down the 200-year-old doctrine of
"sovereign immunity" that gave
the state immunity from personal
liability suits.

Justice Rolf Larsen, whose vote
was the deciding one, said in a one-
paragraph concurring opinion that
he could think of"no greater func-
tion or more honorable pursuit
than for the sovereign (the state) to
care for those whom it has injured
or maimed:"

Thethreejusticeswhodissented
argued that the doctrine of sover-
eignty is mandated by the state
constitution. They also warned
that stripping Pennsylvania of its
immunity would open the door to
an avalanche of costly suits.

As recently as a year ago, the su-
preme court upheld thedoctrine o f
sovereignty by a 4-3 margin.

Malpractice fund

JUNEAU-The Alaska legisla-
ture has passed a bill reversing a
1976 law that required physicians
to purchase malpractice insurance
from the state fund as a condition

of licensure.

Doctors, who objected to the
mandate, may continue to pur-
chase insurance from Medical In-

demnity Corp. of Alaska or they
may buy their malpractice insur-
ance from private companies.
They may even choose to go bare
now.

At least 35% o f the state's 370 pri-
vate physicians will have to pur-
chase MICA coverage or the state
fund will be forced out of business

under a provision of the new law.
Faced with competition, MICA has
lowered its rates and increased its

limits.

Product liability

TRENTON-An opinion by the

New Jersey supreme court held
that manufacturers of industrial

equipment can be held liable if
they do notinstall proper safety de-

vices on the machines they sell.
The high court ruled that an in-

jured worker can sue and collect
damages if he can prove a manu-
facturer knowingly marketed a po-
tentially unsafe machine and did
nothing to eliminate the hazard.

The decision was given in a case
involving Jose Francisco Cepeda
of New York, who lost four fingers
in 1968 while operating a machine
that cuts plastic into tiny pellets.
The machine contained a safety

guard, but the guard had been re-
moved prior to the accident.

The court concluded that the

manufacturer, Cumberland Engi-
neering Co. of Rhode Island, was
liable for Mr. Cepeda's injury since
it should have known that the

machine would be dangerous
without the safety guard.

Further, the court said a special
device that would have made the

machine inoperable when the
guard was removed could have
been installed by the manufacturer
for $25. •



25% savings eyed

Chicago hospital group
prescribes pooled risks

Crain News Service

CHICAGO-The Chicago Hospi-

tal Council is offering its members
a pooled trust as an alternative to
increasing malpractice insurance
30Sts

The council's program, called
the Chicago Hospital Risk Pooling
Program (CHRPP), is designed to
slash an estimated 25% from cur-

rent hospital insurance premiums

for professional liability and com-
prehensive general liability.

IfalllOOmemberhospitalsoptto
participate in the program, the
council estimates a potential sav-
ings of $25 million over commer-
cial insurance rates, or roughly
$250,000 per hospital.

When a hospital files a letter of
intent to participate in CHRPP, an
actuarial feasibility study will de-
termine the hospital's contribution
to the fund. Part ofthe money will
remain in the trust to cover indi-

vidual losses, with the remainder

used to purchase insurance protec-
tion to cover the portion of indi-
vidual claims that exceeds $1 mil-
lion. As the trust accrues interest,
the amount hospitals donate will
decrease.

Donald Wood, council vp and
acting trust administrator, said it
would be "advantageous for hospi-
tals who have their own trusts to

enter the CHC program through
the potentials ofthe pool." There is
no capital requirement as would be
required for a captive insurance
company.

The trust technically offers $5
million in maximum protection
per occurrence with excess insur-
ance underwritten by Walker, Sul-
livan Co.-a Los Angeles-based
firm with a long history in hospital
insurance-up to $20 million. The

trust is managed by Continental
Bank. Wyatt & Co. are the ac-
tuaries.

Mr. Wood believes there will be

"fewer claims against the par-
ticipating hospitals because of the
educational component of the
program." He noted that "acci-
dents will happen and you can't
prevent some of them, but we're
going to stress loss control and loss 

Calif. insurer
in trouble

PALO ALTO, Calif.-The Cali-
fornia state insurance department
has obtained a court order placing
Eldorado Insurance Co., a

property-liability insurer, into con-
servatorship.

The order came on the heels ofa

July insurance department ex-
amination which found that

Eldorado's liabilities exceeded its

assets by $2,983,208 as o f the end o f
1977, contrary to the company's
own year-end figures which
showed a surplus of $916,792.

Last August, Eldorado was or-
dered by the insurance department
to cancel all existing insurance
policies after the department de-
cided that the company was in fi-
nancial difficulty.

"Since then, the department has
been paying offclaims," said Barry
Bertram, chief ofthe department's
consumer affairs division. Should

rehabilitation efforts prove fruit-
less, the insurance commissioner
may apply to the court for an order
to liquidate Eldorado.

The 1977 year-end financial
statement prepared by Eldorado
showed assets of $22,402,076 and
liabilities of $21,485,284 for a sur-
plus of $916,792. .

prevention."
He also hopes hospitals will take

a second look at their procedures
forexaminingcredentialsandissu-

ing privileges for physicians. Hos-
pitals should ascertain whether
theiremployesare"doingthework
they are really qualified to do."

Prior to Illinois legislation

passed in September 1977, hospi-
tals were able to set up individual
trusts but could not pool their ef-
forts. The University of Chicago
Hospitals and Clinics, a frequent
target of malpractice charges and a
CHC member, set up a self-
insurance program in July 1976. .

ANNOUNCING

COUNCIL ON EMPLOYEE BENEFITS

32ND ANNUAL CONFERENCE

OCTOBER 11-13, 1978

THE WASHINGTON HILTON

WASHINGTON, D.C.
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Informative Meeting Covering All Areas of Employee Benefits
For Information contact C. S. Lazaroff (216) 794-4008

1144 E. Market St. Akron, Ohio 44316

*im

Nationwide's new 40 story headquarters. Opened December '76.

Nationwide
hasbigplans

, for your
t business

S

5

If your business has a variety of
group insurance needs, you really
ought to find out about Nationwide's
plans. They offer a breadth of features
that are tough to beat.

For instance, Vision Care coverage
with benefits for annual checkups as
well as corrective treatment. Or a

sophisticated Dental Care Program.
Both are available with any of our
group life plans. Both are designed to
give you an edge over a lot of your
competition.

Our Group Pensions Department
offers another advantage - a guaran-
teed interest return contract for Profit

Sharing Plans regardless of size. Gen-
erally, only the largest plans are offered
such contracts. With Nationwide,
a $20,000 deposit will qualify.

Then there's our Major Medical
Plans. All have $250,000 maximums
and $1,000 stop-loss provisions.

Find out more about Nationwide:

our plans that cover group insurance
needs of almost every description and
our claims service with its capacity to
process your client's claims quickly

Send in this coupon and find out
what big plans Nationwide has for
your business.

Nationwide Insurance 81-8-8

One Nationwide Plaza

Columbus, Ohio 43216

Please give me detailed information
on Nationwide's Group Insurance Plans.

Name

Company Npme

Adriresq

City

County

Sts,tp Zip

 INSURANCENATIONWIDE

o Nationwide is on your side

Nationwide Life Insurance Company.
An equal opportunity employer.
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The attitude that the professional can do no
wrong has been swept away by a tide of changing
public opinion; by rising expectations about the
quality and performance of services. As exposure
to liability increases, professionals are re-examining
their needs for broader insurance protection.

A brief review by INA of an insurance topic of
current interest.

While the press and television
have given wide coverage to the
dramatic rise in medical malprac-
tice cases, a less publicized-but
equally serious-situation exists
for professionals in other fields.

No longer immune from the
threat of malpractice claims are
such groups as attorneys, ac-
countants, architects, engineers
and building contractors. The
last decade has also seen a marked

increase in actions against real
estate brokers, travel agents and
many others providing personal
services.

Underlying this trend is the
growing public conviction-
fostered in part by publicity and
social pressure-that it is justi-
fiable to "cash in" on a profes-
sional's alleged errors. And cash
in heavily.

Attorneys under
increasing pressure

The number of claims against
attorneys and legal firms has
doubled in the last 15 years. In
1977: it is estimated that approx-
imately 15,000 malpractice cases
came to trial or were settled out

3--t

Z.'41'.25*rn

of court. And over the past two
years the average award against
lawyers has risen by 200%-to
about $28,000.

One important factor in the
growth of legal malpractice ae
tions is the fact that lawyers
themselves are suing and testify-
ing against their fellow profes-
sionals-a phenomenon almost
unheard-of a number of years ago.

This pattern of events not only
affects the availability and cost of
liability insurance for attorneys,
but also has an impact on their
fee structures. Defending litiga-
tion can now cost as much as

$2,000 a day.

Other professions
equally hard hit

In architecture and engineer-
ing, studies show a 20% annual
increase in the number of mal-

practice suits. Awards for design
and construction failures have

tripled since 1960; from an
average of about $5.000 each to



well over $16,000 in 1977.
Multi-million dollar judg-

- ments are no longer uncomrilon
in the building field. And a pro-
liferation of government regula-
tions leaves the design and engi-
neering professional exposed to
risks that were not even imagin-
able a decade ago.

Similar patterns exist in ac-
counting, in tax work and in real
estate--where agents have been
sued by sellers who feel they did
not get high enough prices. In the
employment-agency field, clients
have filed suit for the alleged "un-
satisfactory performance" of new
employees.

Loss.control steps
The safety procedures com-

monly used by businesses and
industry can hardly be applied in
most professional fields, but a
number of positive programs are
under way. In the legal field,
special courses are available for
attorneys dealing with the com-
plexities of government regula-
tions. Docket-control procedures
are used to assure compliance

with court-calendar dates. 1n
addition, the American Bar Asso-
ciation is studying increased liti-
giousness among attorneys-and
is considering the possibility of
legislative remedies to limit
awards in malpractice cases.

Accounting firms are scru-
tinizing with greater care the
financial practices of clients and
the reports of their auditors and
officers. New caution is being
applied in tax-preparation, and in
matters relating to the new
ERISA law.

In design and engineering,
greater stress is placed on evaluat-
ingthe financial underpinnings of
proposed projects-in order to
avoid the "thin-money" deals
where suits may be brought to
deny the professional his fees.

Controlling
insurance costs

Within most professional
fields, concepts such as self-insur-
ing and establishing captive insur-
ance firms are only in the forma-
tive stages. However, a number
of state bar associations sponsor

«Plumber" seeks $10,000,000
for lawyer k leaks

In a recent notable case, a convicted
Watergate defendant sued his
former lawyer for $10 million alleg-
ing that errors had been committed
by leaking confidential material to
"third parties." This would under-
line the growing need for law firms
to make sure that evidentiary
materialis kept undertight security
-even beyond the statute-of-limits-
tions period for matpractice actions.

liability insurance packages to in-
dividual attorneys and law firms.
And there are instances of pool-
ing and other cooperative action
by accounting firms to secure
lower premiums.

In recognition of the profes-
sional's increasing exposure to
liability and financial loss. INA
has formed a special division to
handle their complex insurance
needs.Through this division,
INAX Underwriting Agency,
coverage can be arranged for a
wide range of individual practi-
tioners and professional firms.

##*##

The Insurance Company of
North America was founded in
1792inIndependenceHall, Phila-
delphia. Today it is the largest
component of INA Corporation's
international network of insur-
ance and financial services com-
panies. In property and casualty
insurance and risk management
services, life andgroup insurance,
health care management, and in-
vestment banking, INA and its
affiliated companies offer a
unique combination of products
and services to business and in-
dustry around the world.

INA insurance products and
services are available through
selected independent agents and
brokers. For an informative book-
let on current trends in profes-
sional liability, write INA
Corporation, 1600 Arch Street,
Philadelphia, Pa. 19101.

INA
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Safety: A text book example
How one company discovered key
to making their program work
By R. J. Holland, CSP
Senior consultant

Risk Planning Group
Darien, Conn.

rTY HIS ARTICLE is designed to assist
1 practicing insurance and risk manage-
ment people in understanding the complex-
ities and/or peculiarities of equipment and
people involved in situations that lead to an
accidental injury.

The case is real-The names are fictitious.
"Monday-May 2,1977 - 5.15 p.m.- Mr. A.

Y. Corso, age 29, Department B16, set-up
man, received severe damage to backs of
both hands in a tape-controlled lathe #1301
as he was setting up job D-117 to do opera-
tions 11, 12, and 13. He was dispatched to
Green Hills Hospital by ambulance at 5:45
p.m. No report from physician at this time.

Jane Wilstead, RN
5/22/77

Tuesday-May 3, 1977 - safety director -
6:30 a.m.-Received report - Called on day
shift nurse. No report ofextentofdamageto
hands yet.

6:45 a.m.-Traveled to Dept. B16. Met
foreman. Checked job D-117 (Mill alumi-
num castings #117489 both sides). Checked
machine - new, foreign manufactured tape
controlled milling machine. Safety covers
made of plexiglass and equipped with
safety interlock switches. Switches de-
signed to cut power to machine while any
human hand was involved in doing work at
the point of tool contact. Foreman stated
that the accident, "Shouldn't have hap-
pened because there was no way the ma-
chine would start up while the covers were
raised." He, personally, knew that no one
could get at the interior machine parts with-
out raising the cover, at which time the
safety interlock switches would activate
and cut the power.

8:00 a.m.-Called corporate insurance di-
rector and asked that the insurance carrier
be notified.

8:30 a.m.-Checked purchasing depart-
ment buyer of machinery to look at copy of
purchase order. Machine P.O. clearly stated

'cover interlock switches" as an optional
accessory at $15.00 extra cost.

8:45 a.m.-Checked tooling committeere-
cords dated November 1976, to find any
comment about this particular machine
purchase plan request. Note in minutes sta-
tes, "Foreman requests all necessary safety
devices available to be included in purchase
per safety director standing order dated
June 1976."

9:15 a.m.-Check offoreman safetyreport
records of training. Entry noted "April 6,
1977, Mr. R. Swenson of the Glisson Indus-
trial Machinery Distributors trained Mr. J.
B. Droit and Mr. A. Y. Corso in set up and
operation oflathe #1301."

9:30 a.m.-Nurse informed us that Mr.

CorSQ sustained severe tendon, nerve and

bone damage bilaterally. Probable loss of
50% use ofhands. Long period of rehabilita-
tion.

10:15 a.m.-Mr. E. Knells and Mr. R. Cor-
dell of our insurance carrier called at main

entry #1. Mr. Knells is the carrier engineer
and Mr. Cordell is a contract electrical engi-
neer used as their consultant.

10:30 a.m.-We proceeded to the Dept.
#B16, met the foreman and our on-the-spot
investigation began. Up until this time, ac-
cording to standard safety procedure, no
one had done anything to the machines ex-
cept cut the power source.

The foreman carefully turned on the ma-
chine power source. He then explained to us
how it worked and showed us a copy ofthe
step-by-step procedure each operator was
trained in. Mr. Cordell asked numerous

questions about switches and circuitry. In
10 minutes we found that although the inter-
lock switches were in place and the interior
controller terminal block had connectors as

per the wiring diagram, there were no wires
leading from the terminal block to the
switches. The operator was counting on the
safety devices which he had been led to be-
lieve were there and which in reality were
not working.

The resulting insurance reserve in this
case exceeded $100,000. Mr. Corso was to-
tally absent from work for five months be-
fore he consented to rehabilitative mea-

Big brokers carve

in various lines
Close examination can

reconcile their results

By Mark S. Lefenfeld
Russell R. Miller & Co.
San Francisco

 HY DID THE 1977 NET INCOME ofFred S. James, Alexander & Alexan-
der and Corroon & Black show an average
growth of 61.5% while net income at Marsh
& McLennan, Frank B. Hall and Rollins
Burdick Hunter grew by an average of only
22.7%? Some part of the answer may come
from looking at the revenue sources ofeach
company.

While a balanced book of businessmay be
conceptually appealing, it would seem that
each major public brokerage has attempted
to carve out a well-defined niche for itself in
the overall insurance market. In those in-
stances where the relative concentration in

a particular area is decreasing, one may ar-·
gue that it is a result of conscious manage-
ment decisions, the mere consequence of
competition or the result of marked in-
creases in casualty premiums over the past
few years forcing other lines into a lesser
percent of overall revenues.

An examination of the annual reports of

0

T

Workers compensation claims can be prevented if your safety program emphasizes
motivation, says consultant R. J. Holland:

sures. Today, he is again at work at a lesser
job and a reduced paycheck. Estimates
about 40% use of hands.

This was an accident that did not have to
happen. Foreman safety instructional man-
uals required complete safety checking of
new equipment. No such check report was
found. This was a case where an assumption
was made by the foreman. His assumption
was incorrect. He felt that the manufacturer
was trustworthy because the firm had been
doing business with them for so long; they
were friendly; they were helpful and quick

the major publicly held insurance broker-
ages points up distinct contrasts when com-
paring business mix. Very specific compari-
sons are difficult due to the inconsistency
among the companies of revenue source
classification. Despite this, it is possible to
recognize concentrations in certain areas as
well as trends developing over time.

The companies analyzed are Marsh &
McLennan, Alexander & Alexander, Frank
B. Hall, Corroon & Black, Fred S. Jannes
and Rollins Burdick Hunter Co. Revenue

sources have been calculated as apercent of

to respond to calls for service.
Purchasing, receiving and maintenance

were tardy in sending their notices ofa new
machine acquisition, arrival and delivery to
department. The safety department,
thereby, had no way to cross check with lack
of knowledge that one was needed.

The insurance carrier brought subroga-
tion action against the distributor and man-
ufacturer. There is no final result yet.

The best safety program will not work if
the motivation of all involved is faulty. An
efficient risk management program places
heavy emphasis on this aspect. .

r.

total revenues. Consideration of previous
years revenues is based on reported reve-
nues, as distinguished from revenues resta-
ted to reflect acquisitions.

Property and casualty commissions ob-
viously represent the largest portion ofreve-
nues ofall thecompanies. Amongthoseseg-
regating property and casualty exclusively
(Alexander & Alexander combines prop-
erty and casualty with marine), Marsh &
McLennan had the lowest property and
casualty concentration during 1977 at 48%
of total revenues, while Rollins Burdick

Continued on page 26
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You can help firms discover
'F .. .

safe paths in coming storms r S\

By Peter Downes -Sp€akina Out - dicallsm which as everyone knows is justa

fancy name for fascism

Manager of Insurance Nevertheless, there are a number of other

American Trading & Production Corp
say it, but nowadays everybody within hear- proposals of more substance which have as
ing distance would laugh helplessly a: sich their object a change in the structure of

Baltimore a silly notion And it iS perhaps far· -0 say boards of directors for the purpose of
that corporations have brought -his on monitoring the conduct of management

I NSURANCE MANAGERS need not themselves in large measure One of these suggests the appointment of a
bother to read this article-it does not "public director" whose lob it would be to

concern them While gathering together the For my own part I feel that the"cnme" of scan the behavior of the corporation, pomt-
thoughts that are reflected here, I had ruk corporate society is that it has failec to rec- ing out non-compliance with regulations, . r,

managers in mind ognize in time the inevitability 01 social corporate illegality and unethical behavior.
1

It has occurred to me from time to time change, the form that it has taken and prob- My own thought on the proposal is that
that corporations aie living dangerously ably will take in the future And mcreover, such a director would be unable to serve
Nobody loves them, least of all the people because lt has failed to recognize c ianges, effectively It would be a simple matter for .f.$*. t.<
who work for them Distrust of them has others are seeking to change corporate the rest of the board to exclude him from
grown to such an extent throughout the en- structures for it with the object of updating discussions of any significance and any There is a strong possibility
tire population that everybody is out to get them, even if this is only in terms of what competent management is adept at conceal- that· changes in corporatethem Indeed, things have reached such a Irving Kristol has called the paranoid ing what they do not wish others to know
pass that one commentator has remarked populist fantasies of subcommittee staffers Many law experts have suggested that structures will be imposed in
that "for practical purposes American bum- As any of us might have guessed, Ralph boards of directors be composed mainly of
ness today has no polltical rights it is Nader is well to the fore in makirg such independent directors with the object of the foreseeable future, says
simply futile to challenge legislation or reg- suggestions The last time I looked one of making the board totally Independent of
ulatory proposals relating to business or- his recommendations was that all corpora- management In fact, some recent litigation Peter Downes.
ganizations in terms of freedom of speech, tions appoint a board of nine directo-s, each has been conducted with the result that
freedom from unreasonable search and of which in addition to general duties would there has been such outside appointments stance, the cost of doing busmess would in-
seizure, freedom of contract, freedom to en- be charged with the special oversight for and some corporations are now said to be crease significantly and would lead to the
gage m political activity, or even the right to matters o f social interest, such as employe making them voluntarily so as to change the largest single government agency yet
a fair trial " welfare, consumer protection, environmen- relationship of management and board The foregoing is but a short selection from

The day when an executive could self- tal protection, community relations the various topics currently being discussed
righteously proclaim that what is good for Actually, I do not thinkthatthis particular Finally, there is a proposal that all large in the field of corporate change rhe ftrst
General Motors or whoever is good for the proposal need be taken very serio isly It corporations be federally chartered The thing that struck me about all of them is the
nation is long gone Actually, he could stlll smells too sti ongly Qf corporatiz e syn- Senate Commerce Committee held hearings strong probability that changes in corporate

on the suoject in June 1976 and I understand structuies will be imposed upon is within

Whars up that the proposal is by no means dead As the foreseeable future whether we l,ke them
one might expect, Ralph Nader is a strong or not The second thing is that ma iy of the

intl)€-industry advocate of the proposal, one of its objects topics being discussed include matters with
being to nullify the laws of such states as which the risk manager is alread: closely
Delaware Proponents of the law seem to involved and others of which leaders in the

M&M lags behind
think that statutes relating to corporations field say that the risk manager should be
in the various states are far too permissive Involved

Another objective of federal chartering For myself, I go along with the author of
will be to make major corporations mole the quotation at the beginning of this essay

MARSH & MeLENNAN, where are you go- accountable to society for their action The It will, in general, be futile to challenge such
ing9 failure of corporations to meet federal stan- legislation although there will be Nerhaps a

Most of the nation's largest brokers continued dards on social services could seetheirchar- slight chance of modifying a detail hete and

to report major revenue gains in the first six ters revoked It lS anticipated that federal there I think too that management must get
0\

months of 1978, but giant Marsh & McLennan's control would provide much more demand- used to the Idea of adapting to the changes

growth fell behind that of its major competitors
ing regulations m terms of such matters as which will surely be made

The nation's largest insurance broker said
safety, pollution and employment In order to do this, they must be made

There is not the space to describe the pro- completely aware of what is invol· ed And
gross revenues increased 14% in the second lili posal in its entirety but if it ever comes to the peison well equipped to communicate
quarter to $124 7 million from $109 1 million For pass, one can safely predict that its impact this awareness within his own fielc ofcom-

.t
six months, revenues were up 16% to $250.8 mil- on the economy will be enormous. For in- petence is the risk manager-who else, .
lion from $216 6 million But Alexander & Alex-
ander, which last year surpassed privately held Risk ManaS€In€nt Mot€s
Johnson & Higgins as the nation's number two
broker, reported growth for both the second
quarter and six-month period of Just over 21%
A&A revenues reached $69 5 million for the sec- - ..

How one monopolistic fund
ond quarter and $137.5 million for six months

Number four broker Frank B Hall turned in a William Burch

21% advance for the second quarter amd a 22% increase for.the six-month for workers comp works
figure. Fred S James, the fifth largest U S. broker and the fastest growirg of
the big firms, reported a second quarter surge in earnings of 26% and a 28%
increase for the six-month period. Fred S James president William Burch By Warren, McVeigh, Griffin of not less than $100,000 for the preceding

three years, or payroll subject to Nevada
interestingly said "premium rate increases contributed less extensively to Risk management consultants compensation premium in excess of $10
revenue growth than in prior quarters." San Francisco million per year for the preceding three

Could all this mean that the competition in the insurance markets that we've years

all been hearing about lS affecting M&M before the other brokers? r„ HE FOLLOWING STATES prohibit . Have a modification factor of 95 or less

Meanwhile, the best six-month figures we've heard about have been turned 1 self-insurance and/or private insurers for the five consecutive years preceding the
in by Arthur J Gallagher & Co, the privately held firm that releases infoima- from writing workers compensation Ne- date of apphcation
tion like a publicly held company President Robert Gallagher reports a 43% vada, North Dakota, Texas, Wyoming, all The self-rating plan offers possible finan-

increase in six-month revenue to $11 7 million as the firm speeds its drive to the prohibit self-msurance while there are mo- cial advantages, rather than operational ad-
nopollstic state funds m Nevada, North Da- vantages, since the state still provides loss

top 10 of U S brokers
*** kota, Ohio, Washmgton, West Virginia and adjustment services and excess re-

Wyoming Insurance under the plan The employer
There are also some interesting comments in the recent earnings reports of Note that the states of Nevada, North Da- pays a deposit of 3343% of the tent:tive pre-

the maJor property-casualty insurers. Aetna Life & Casualty Co reports that kota and Wyoming appear twice, thus al- mium, then quarterly payments thereafter
national accounts produced an underwriting loss for the first six months, lowing only one option forworkers compen- The tentative premium is the product ofthe
primarily due to workers compensation losses Small and medium-slzec ac- sation risk funding insurance with the state average compensation premium ra-e for the
counts also produced red ink and commercial auto coverage only broke even. fund When faced with this situation, the preceding five years times the present pay-
But Aetna says improvements in general liability and professional liability state fund itself should be investigated for roll, with modifications to reflect ctanges in
more than offset the losses and the bottom line was an underwriting profit rating programs other than straight non- benefit levels The employer is then eligible

INA's combined loss and expense ratio for the first six months was lOC.6%, participating insurance for a refund or additional billing for the dif-
For instance, the state of Nevada has a ference between the tentative prerrturn and

says chairman Ralph S Saul. Mr Saul said the growth of property/castalty
insurance premiums moderated as a result ofincreasing price competition but be ehgible

"self-rating plan" for ehgible employers To his final premium
an employer must The final premium is the sum of the

predicted a good year for INA due to a "careful approach to comme-cial . Be a corporation with a net worth of at employer's contributions to the excess and
insurance underwriting and balanced growth in life and group and non- least $2,500,000. catastrophe reserve, primary losses in-
insurance business " . Have a record of positive earnings for curred, adjustments to primary incurred

-Greg David the past three years. losses from previous years and administra-
. Have Nevada compensation premiums tive expenses .



evelything youneedto know
about property  ce.

 Inland Marine

 Multi,peril/Special Programs
El Fire Insurance

El Difference in Conditions
I Builder's Risk/Installation

£ Hospital Operating Income Insurance
El Valued Form Business Interruption
El Manufacturer's Output Policy
El Depreciation Insurance
I Specialty Lines/All Risks

As you can see, American Home/National
Union have the property lines you need. Fbr instance,
in Inland Marine, American Home is selling more
than anybody else, for the sixth year in a row.

In multi-peril we created packages that solved
your service and coverage problems.

In fire insurance we've built quite a reputation
for taking on everybody's hard-to-insure risks. We
bring that same expertise to your standard fire risk.

We also innovated with our difference in con-
ditions protection. We were among the first to come
up with ways to protect your clients against losses due
to catastrophic occurrences.

Of course we could go on and on. Telling you
about our comprehensive builder's risk installation
insurance, our hospital operating income insurance
plan, our valued form business interruption insur-
ance, manufacturers output policy, depreciation
insurance, and our multi-peril special programs that
have saved many groups time and money.

Fbr years now we've been tailoring policies to
fit the needs of a particular business in a particular
place at a particular time. We've always managed to
stay flexible enough to give good rates to good risks.

Title

American Home/National Union not only have what
you need, we have the resources and the knowledge
toback itallup. Wehave an A+: Class XIII rating
from Best's Insurance Reports. We're member com-
panies of the American International Group. With
the experience you want. The engineering services
you need. And the capacity to take on just about any
sized risk.

So to get the detailed information you need,
check offthe kind of policy or policies you're inter-
ested in and send the coupon to us. We'11 be happy to
use some of our stamps to tell you all you need to
know about property lines.

American Home Assurance Company
National UnionFireInsurance Company of Pittsburgh,Pa.
Department A, 102 Maiden Lane, NewYork, NewYork 10005
Please send me information about your property lines.
Name

Company

Address

Phone

aty State Zip

1[' Member Companies of AmericanInternationaIGroup
BSIN-8-227

----



26 1 business insurance, August 21, 1978

PE SPECTIVE

How insurer tackles

skyrocketing inflation
in hospital expenses f

By Henry A. DiPrete and hospital and physician setting, most efforts

J. David Seay will be directed in those two areas In acdi-

Group operations
tion, many of the problems associated with
cost increases are due to distortions in the

John Hancock dellvery system and utihzation patterns and
Boston by the unique nature of its reimbursement 1

systern

C OST CONTAINMENT has become the For example, the cost per patient day for
dominant issue concerning America's hospital confinement in 1976 ranged widely

health The nation's health dellvery system on a national basis from $116 a day in some
is on the verge of a serious fiscal crisis At parts of the country to more than $275 a day
the same time, ever increasing demands are m other parts-a variation ofover 100% This
being made of it in terms of more technol- is reflected in part by the varying length of
ogy, more benefits and more unipersal cov- stay, where the average hospital confine-
erage This very situation itself calls for ment ranged from five days in somestates to
close scrutiny of how the system operates, almost 10 days elsewhere.
who pays for it and how it perhaps should
operate and be financed Similar variances are seen with physi-

Regardless of one's philosophical ap- cians Of the more than 400,000 physicians
proach to the solution, the economic facts in the U S m 1976, representing approxi-
rapidly become history and are undisputed mately 191 physicians per 100,000 popula-
Health lS the nation's third largest industry tion, only 16% were in general practice The
in terms of work force, employing nearly rest were in specialty practice, a third of
five million persons, an increase of 88% whom were surgeons And, as you might
smce 1960 In terms of dollars, the health assume, they are disproportionately spread
industry is growing at a rate of about $20 In some areas, there areas few as one ph> si- Photo The Doctors Co, Los Angeles

billion ayear The 1976 figures areinatover cian for every 1,370 people while in other We've come a long way from the kits early doctors carried as health is now the nation's
$139 billion and the 1977 projection is $160 areas, there are as many as one for every 505 third largest industry.
billion Contrast this to the often cited De- persons

fense Department budget Defense spend- Additionally, and perhaps most imp or- ofthe steady increase in the number o felec- the health care delivery system and how its
ing was $90 2 billion in 1976 compared with tantly, the present system of third-party re- tive surgical procedures performed in re unique characteristics have added to the
over $139 bilhon in health costs imbursement for the cost of medical care cent years In 1973, a program with a large financing problems

The rate of mflation in health care has isolates the individual "consumer" from the mid-Atlantic pollcyholder was established On a broader basis, the company works
been more than double that ofthe rest ofthe ordinary marketplace pressures The result Diring an experimental period of about 16 through various committees within the
economy in recent years That lS particu- is that the patient is relatively unconcerned months, out of 88 persons who exercisec Health Insurance Assn of America deahng
larly alarming in hght of the fact that health about the cost of the care inasmuch as a their option to seek surgical consultation with cost control strategy We have worked
care as a percentage of the nation's gross third party will pay it However, the tremen- abcut 25% ofthegroup had not hadthe origi- recently on the amendments to the HMO
national product is surprisingly large and dous cost increases have precipitated con- nal diagnosis confirmed Applying the ben Act, certificate of need guidehnes, health
increasing significantly each year In 1976, comitant rises in premiums, prompting efits against the original diagnosis. it WaE manpower legislation, hospital cost con-
health care costs accounted for 8.6% of the both patients and employers to take a hard estimated that over $44,000 was saved ir tainment legislation, and Health Planning
gross national product and economists proj- look at the problem hospitalization, surgical and major medica Act amendments
ect health care spending in 1981 to top $260 The John Hancock has already begun to exrenses The legislative front lS an area where ac-

bilhon and account for 10% ofthe GNP with act in response to these problems Exam- In addition, a number of Hancock group ton iS inevitable The John Hancock and
or without national health insurance ples of initiatives already undertaken by the accounts are considering copayment anc HIAA have provided considerable industry

John Hancock and other private insurers decuctibles which can reduce premiurr input into the legislative proposals now be-
Expressed in personal terms, per capita include coordination o f benefits programs, costs while at the same time provide an ef- ing debated by many ofthe state legislatures

health costs averaged $638 in 1976-almost which serve to reduce costs by curtaillng fective incentive for the patient to be pru as well as the Congress
five times what it was in 1960-and is rapidly payment of claims in excess of 100% to dent in utilization of care Readily available, centrahzed, and stan-

approaching the average per capita expen. holders of more than one policy dardized claims data is urgently needed as a

diture forfood Statistics such as these point Coordination-of-benefits savings to John The John Hancock has, along with other basis upon which effective actions can be

obviously to an urgent need for a public pol- Hancock pollcyholders for the year 1977 prir,ate insurance companies, attempted to taken Additior.ally, the abihty to publish or
1CY o f cost containment Such a pohcy is alone amounted to $37 milhon-a figure that reach out by educational programs to man> otherwise use the claims and utihzation in-
currently being debated by the pubhc, legis- represents a full 6 1% of total accident and different audiences within the health care formation would be a valuable new weapon
lators, providers of care and private insur- health premiums for the year field They have developed and presented tc in the fight agamst runawa> inflation The
ers, including John Hancock Mutual Life The John Hancock has been a leader m many pollcyholders and others a series of John Hancock is actively involved with
Insurance Co Writing second surgical opinion programs speeches and cost containment presenta- other HIAA member companies m drafting

Since about two-thirds of the expendi- Second surgical opinions for elective proce- tlons, along with prerecorded cassette tape a strategy for this smgularly important
tures for health care are accounted for in the dures are particularly cost effective in light programs aimed at outhning the nature o= goal

Brokers... rine revenues of Alexander & Alexander Hunter Co showed the lowestrelativeactiv- good growth in the reinsurance area, has
amounted to 78% oftotal reported 1977 ree- ity in employe benefits and life with 7% of its maintained a relatively stable overall por-

Continued from page 23 nues, a concentration in this area second total 1977 revenues tion of its book of business in the reinsur-

Hunter Co clearly had the most concentra- only to Rollins Burdick Hunter Co, at 84 36 While the relative concentration of Marsh ance area Rolhns Burdick Hunter Co has a

tion in the property and casualty area at ap- & McLennan and Alexander & Alexander relatively light concentration in this area
proximately 80% of its total 1977 revenues Frank B. Hall and Fred S James reported m employe benefits and hfe has remained with only 4% of revenues in reinsurance

This relative share of Rollins Burdick the strongest apparent marine concentra- somewhat stable, Corroon & Black has ac- Corroon & Black reported approximately
Hunter revenues has been accelerating tions at 8% and 9% of their respective total celerated its growth in this area through ac- 5% of its total 1977 revenues coming from
smce 1973 when the company drew approxi- 1977 revenues Although this concentration quisitions as well as internal growth bonds Although this concentration appears
mately 70% of its total revenues from prop- has remained strong over time, it has come Daring 1973, employe benefits and life rep- strong in comparison to the other major
erty and casualty commissions This share down gradually since 1974 when both firms resented only 5% of Corroon & Black's to- pubhc firms, this current concentration is
has increased each yearsince that time This reported 11% of their total revenues coming tal revenues This share chmbed shghtly down from past years, e g durmg 1973, 1974
is a result of a slowdown in growth of the from marine business The fact that hulls during the next two years up to 7% and 8% and 1975. the bond business represented
Rollins casualty commissions versus a re- have been laid up over the last several yers during 1974 and 1975 respectively There 10%, 9% and 8% of Corroon & Black's total
cent surge in growth o f their property com- is part of the explanation was explosive growth during 1976 bringing reported revenues for each of those years
missions (15% growth in 1977 casualty com- Frank B Hall continues to report thehign- Corroon & Black's employe benefits and life respectively
missions over 1976 versus 48% growth in- est concentration Ill aviation business a: 6% revenues up to 15% oftotal revenues for the Although construction picked up in
1977 property commissions over 1976) No ofits total 1977 revenues This appears to be year This level has been maintained during mid-1977 producing good absolute growth,
other major public house showed this dis- the latest result of a gradual downward 1977 it was not enough to improve the relative
parity in growth between property and cas- movement since 1975 and 1976 when avia- share of revenues produced by bonds in

ualty tion business represented 8% and 7% of Marsh & MeLennan similarly dommates comparison to other lines

The three remaining maJor firms, Frank Hall's total revenues the reinsurance field with 12% of its total While it is easy to read too much into the

B Hall, Corroon & Black and Fred S Jarnes, Employe benefits and the life field are 1977 revenues coming from this area Marsh numbers discussed above, it is important to
all showed property and casualty commis- clearly dominated by Marsh & McLennan & MeLennan has gradually increased its rel- recognize the extreme changes in profits
sions representing 60% to 65% of their total which had 20% of its total 1977 revenues ative concentration since at least 1975 when that can result from a gradual redistribution
revenues coming from these areas Corroon & Black reinsurance represented 10% of total reve- of a book of business A continued aware-

Since Alexander & Alexander combines and Alexander & Alexander both showed nues Corroon & Black and Fred S James ness of the changing business mix can pro-
marine with property and casualty, it is diffi- strength with 14% and 16% of their respee- are also strong with 9% and 7% oftotal 1977 vide good clues for reconcillng differences
cult to draw specific conclusions However, tive 1977 total revenues coming from em- revenues coming from the reinsurance ac- m operating results and explain major varia-
combined property and casualty and ma- ploye benefits and life Rollins Burdick tivit-es Corroon & Black, while showmg tions m profitabillty



No indictments planned
in club fire tragedy

NEWPORT, Ky.-A special
grand jury here said it found no
grounds for criminal indictments
in connection with the Beverly
Hills Supper Club fire in which 165
persons died last year.

TheCampbell Countygrandjury
said most of the blame was due to

public apathy and a breakdown of
communications between local

and state fire authorities. While the

jurors said in the 28-page report
that there were some instances of

negligence, it added that those acts
were not "criminal in nature."

The grand jurors did not mention
any fire, safety or building code
violations at the huge supper club
that burned the night of May 28,
1977.

But Gov. Julian Carroll said the

failure of the grand jurors to issue
indictments was "dramatically in-
consistent" with the conclusions of

"most everybody" in Kentucky.
Gov. Carroll said he will appoint a
special prosecutor to review the
work of the grand jury. "This is an
extraordinary step on my part," he
said. "But this is an extraordinary
case. A tragedy of national mag-
nitude."

By contrast, a state police report,
which was released in September
1977, charged there were numer-
ous violations of state fire safety
standards and added that some of

those violations were intentional.

In one glaring disparity between
the two reports, the grand jurors
said there was no evidence of"in-

ordinate delay" in either notifying
patrons or the fire department
when the blaze began. The state
police report said club employes
waited at least 20 minutes after the
fire erupted before warning pa-
trons of the danger.

The grand jury report, however,
offered 21 specific recommenda-
tions to prevent future fire disas-

Bender buys
Calif. broker

NEW YORK-Albert M. Bender
Co., the insurance brokerage sub-
sidiary of Bache Group Inc., has
purchased the Orange County In-
surance Agency of Santa Ana,
Calif., through an exchange of
183,000 shares of Bache stock with
a present market value of $1.4 mil-
lion.

Acquisition of the $1 million
agency is the first step in Bender's
plans to become a national broker-
age firm, according to Bender pres-
ident Bernard H. Mizel. The com-
pany is currently negotiating with
small regional agencies on the
West and East Coasts and antici-

pates one or two additional
mergers before the year's end, he
said.

Bender's expansion program is
being financed through the

subsidiary's retained earnings,
those of Bache and exchanges of
Bache stock, said Mr. Mizel. How-
ever, he could not say how much
the parent organization plans to in-
vest in building up Bender.

Yet, Bender executive vp Robert
Rossi noted, "We couldn't have ac-
quired Orange County without
Bache."

Mr. Mizel said he sees the firm

growing primarily through servic-
ing of medium size accounts in the
$50,000 to$300,000 premium range.
California, Oregon, Washington,
Nevada and Arizona are being em-
phasized in current expansion
plans although Mr. Mizel said he
saw excellent prospects for growth
in the Southeast. I

tefs including not giving building
owners advance notice of inspec-
tions as well as inspecting proper-
ties both while a building is closed
and during peak occupancy.

Meanwhile, a Feb. 13, 1979, date
has been set for the first federal

civil trial in the case for plaintiffs
who have filed suit against the
owners of the club. About $2 bil-
lion in damages are being sought
from the owners by more than
1,000 plaintiffs.

Several hundred insurance

companies, who are members of
the Insurance Services Office and

the Kentucky Fair Plan, also have
been named as defendants and

will be tried separately at a later
date.
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International training and education: we've
taken the difficulty out of placing
coverage for this special market.

Whether it's a U.S. company sending employees overseas for
training or foreign participants coming here, special coverage
is available on a group or individual basis. Coverage like
repatriation, basic accident and sickness, major medical,
limited dental, and accidental death and dismemberment.

We've provided coverage for over 100,000 participants in the U.S. and abroad over
the last 15 years. The insurance company has the highest Best's rating and a great
deal of experience. Please contact us for more information on individual or tailor-
made group plans. Broker inquiries invited. BROKERS &

INTERNATIONAL -UNDERWRITERS, INC. <5
INSURANCE BROKERS & CONSULTANTS LLJINVESTMENT BUILDING WASHINGTON, D.C. 20005 703-790-5655

Of

looo
all Nou want is a listing

of\your insured losses
... see your earrier.

40 /.·.4.4.J/4*

0
if you need:

C  1 to coglmunicate total risk costs - insured, self-insured and
__«/ non.hiured - you need our Casualty Report Series

/52\ to communicate the how and why to the safety department,
C LD ) you nied our Safety Score Board

 to all*ate cost of risk based on experience as well as exposuretforecat premium allocation with retrospective adjustments)
you need our Premium Management System

 to· monitor claim reserves or determine an IBNR for self insur-anee, ou need our Special Amaillsis Reports

 to alcate property premiums accurately, you need ourProperty Report Series

 to letyour boss know how you're affecting the P & L, youneed our Financial Report Series.

If you need any or all of these analysis nt t:*f, W./.

and communication tools ... yon need UB, r - -0.1.!5 4

C.
P. O. Box 2827, Amarillo, Texas 79105 806 376·4223

800 8584160(tolliree outside of Texas)
Cotporate Systems Austraia, "Holand House," 492 St. Kida Road, Melbourne, Australia



28 / business insurance, August 21, 1978

Where is Greenwood, Indiana?
The leading Benefit Consultants and Administrators know!

0

Greenwood is the headquarters of the Brougher Agency, Inc.,the ex-
clusive United States Representative of a leading London Broket for

the placement of employee be'nefit stop-loss reinsurance.

If your client needs aggregate stop-loss, specific stop-loss or catastrophic
coverages to transfer risk on a self-funded program, call or write the
Brougher Agency, Inc. We also offer a special reinsurance package for
coverage of groups of 25 to 250 lives and over.

Incidentally, Indianapolis is ClOSe tO Greenwood, Indiana.

Brougher Agency, Inc.
188 South Madison Avenue

Greenwood, Indiana 46142

(317) 888-3531

dates for buyers
Sept. 25-27: The Risk Studies
Foundation presents a three-day
seminar on the Future of Risk

featuring an interdisciplinary ap-
proach. Registration for the semi-
nar to be held at the Waldorf-

Astoria Hotel in New York City is
$295 and attendance will be limited
to 55 delegates. Contact Risk
Studies F6undation, 205 East 42nd
St.,New York, N.Y. 10017.

SEPT. 25-27. Meidinger & Associ-
ates, actuaries and employe bene-
fit consultants, will conduct its
13th annual Trust & Investment

Seminar in Louisville, Ky. The
seminar is planned for trust offi-
cers and investment managers ac-
tive in employe benefits. Cost:,
$325. Contact Sandra L. Wilkins,
Meidinger Institute Inc., 2440
Grinstead Drive, Louisville, Ky.

The most up-to-date "how to do it" working tool for financial officers,
risk and insurance managers of corporations and others involved in

the field of risk and insurance management.
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Subjects such asthese are typical of
Risk Management Re• international Risk Managementcomv-

• Workers'• Risk Management Cost Allocation• Risk Assessment• and every year, TheAnnual Captive InsuranceCompany Review

Risk Management Reports are
brought to you by experts in the field.

The editor of Risk Management Reports
is H. Felix Kloman, president of his own
consulting firm, Risk Planning Group. He
is assisted by Myrna S. Briskin, assist-
ant editor and an editorial advisory
board including Jean-Paul Decottig-
nies, Risk Factoring, S.a.r.L.; Peter
Downes, American Trading & Produc-
tion Corporation; Paul B. Ingrey, Pru-
dential Reinsurance Company; Peter
Law, U.S. Industries; Stanley R. Tarr,

Rutgers University; Stefan J. Valovic,
Stone & Webster Engineering Corpora-
tion. Other experts from insurance com-
panies, brokers and safety consultants
will, from time to time, participate in the
preparation of specific reports.

Here is the .nformation service that answers the reference

needs of everyore in the risk management field.

Risk Management Reports-six times a year-hones in on
topics of current, critical,concern in four major risk manage-
ment categor es:

• Exposure Icent fication/Risk Analysis • Risk Control

• Risk Management Administration • Risk Finance 1

Each topical ssue is thoroughly researched with information
drawn from tie writers and their staff's close contact with a

broad spectrim of companies and institutions in the U.S. and
abroad.

Within these comprehensive one-subject reviews, practical
suggestions and techniques put solid theory into workable
practice.

You'll find this practicality evident in new subjects and in up-
dates on topics & long term interest which require reapprais-
als, rethinking. You'll find it, too, in the Current Comment sec-
tion with its wide-ranging reports on all facets of risk man-
agement. Here in many cases, you'll be alerted to developing
exposures... before financial loss.

Risk Management Reports comprise an invaluable library of in-
formation you need and you'll use. For this reason, a sturdy
vinyl binder accompanies your first report and a cumulative in-

dex is part of the service.

Mail to: Risk Management Reports
c/o Business Insurance 740 Rush Street, Chicago, Illinois 60611

[3 YES, enroll me as a satisfaction guaranteed subscriber to Risk
Management Reports for $75-6 bimonthly issues.

0 Payment enclosed (Make check payable to Risk Management Reports)

El Bill me 0 Bill company

Name

Title

Company

Street

City StAte 7ip

578 A

40204; phone 502-499-1240.

SEPT. 28-29. Establishing,
Operating and Managing Captive
Insurance Companies is thetitle of
a practical course sponsored by
Risk Research Group in London.
The course is designed for those

who wish to form their own captive
or advise clients in captive partici-
pation. Among the topics to be cow
ered will be feasibility studies, un-
derwriting, selection of location,
accounting and taxation, loss con-
trol and claims, reinsurance. Cost
is $78. Contact Gillian Morley, Risk

Research Group, Bridge House,
181 Queen Victoria St., London
EC4V 4 DD; phone 01-236-2175.

OCT. 5. Los Angeles chapter of
RIMS to hold its annual confer-

ence at the Sheraton Universal

Hotel in Universal City. Cost is
$30 for members; $35 for non-
members. Contact Wendy Hamil-
ton, Newhall Land & Farming Co.,
23823 N. Valencia Boulevard, Va-
lencia, Calif. 91355; phone 805-
255-4000. Or contact Barbara Fein,
R & B Development Co., 2222
Corinth Ave., Los Angeles, Calif.
90064; phone 213-478-1021.

OCT. 15-17. Florida Department of

Insurance to co-sponsor the 16th
Annual Life and Health Insurance

Sales Seminar at Florida State

University in Tallahassee. Cost:
$75 includes all meals and tuition.
Contact George D. McDonald,
seminar chairman, 2802 Saint
Leonard Drive, Tallahassee, Fla.

32312; phone 904-488-8899.

OCT. 18-20. The 8th Annual Inter-

national Insurance Conference
organized by Management Centre
Europe will be held in Montreux,
Switzerland. The theme of this
year's conference is "Let the Bar-
riers Fan." It will cover the obsta-

cles to be encountered in over pro-
tectionism, legislative inconsisten-
cies and different trading environ-
ments. Cost is $54 for non-
members and $49 for members.
Contact Mike Johnson, Corporate

Affairs Director, European Head-
quarters of the American Manage-
ment Assn. International, Avenue
des Arts 4, B- 1040 Brussels, Bel-

gium; phone 219-03-90.

OCT. 18-20. The firstNew England
Workshop for Risk Managers
sponsored by four RIMS

chapters-Central Massachusetts/
Rhode Island, Connecticut Valley,
Fairfield/Westchester and Massa-

chusetts. The meeting will be held
in South Egremont, Mass., and will
focus on everyday risk manage-
ment problems. Cost: $40. Contact
A. DavidHeilemann, Rogers Corp.,
Rogers, Conn. 06263; phone 203-
774-9605.

OCT. 25-27: The State Insurance
Funds Managers Assn., a national

organization of government risk
managers that meets to discuss
self-insurance, will hold their an-

nual meeting in Orlando, Fla. Con-
tact Betty Ryals, Florida Dept. of
Insurance, Division of Risk Man-
agement, Tallahassee, Fla. 32304 or
call 904-488-5073.

OCT. 31-NOV. 1. Multiple Line
Working Clinic to be held in Phila-
delphia and sponsored by Marine
Insurance Handbook Inc. The

theme of this clinic will be main-

taining a balance between under-
writing desirability, rate ade-
quacy and intent of coverage. The
clinic will be repeated in Colum-
bus, Ohio, on Nov. 8-9. Cost is $90
per individual; $80 per individualif
more than one person from a com-
pany attends. Contact William H.
Rodda, Marine Insurance Hand-
book Inc., PO Box 723, Chicago, Il.

60690; phone 312-922-2276.



Higher reti rement age may reca st pension plans
By JOSEPH S. ROBINSON

Attorney-at-Law

BENEFITMANAGERSandem-

ployes faced with the new retire-
ment law may have to re-work
their qualified pension plans, per-
haps even reshape their retirement

goals. That's because commencing
in 1979 companies may not insist

that an employe retire before age
70. There's an exception for top
level people whose annualpension
is at least $27,000. The latter do not
come under the new rule.

Some of the considerations

which may affect the cost and ben-
efits of a retirement plan are:

. The reduction of pension plan
costs with the rise in retirement

age, unless the savings are used to
boost benefits.

. A substantial rise in the num-

ber of over-65 employes will in-
crease the cost of life insurance

benefits as well as medical care re-

imbursement and disability pay-
ment.

While many employers may not
have to alter their present pension
since neither ERISA nor the new

law require benefit accruals after
the heretofore "normal" retire-

ment age of 65, nevertheless, com-
panies may want to amend their
plans. In this connection it should
be noted that, according to the De-
partment of Labor, the labor force
participation rate for males age 55
to 64 has declined from 85% in 1960

to 75% in 1975. Accordingly, early
retirement provisions have been
incorporated in more and more re-
tirement plans in recent years.

Benefits payable at early retire-
ment are usually lower than those
payable at normal retirement date
for several reasons:

. The employe has worked a
shorter time and therefore has ac-

cumulated lesser benefits than he

or she would have at the age of 65.
. In a plan where the benefits

are related to final average salary,
the worker's pay would probably
continue to increaseifhe stayed on
the job.

. If benefits begin at an earlier

age, the cost to provide an income
for life goes up. Therefore, the
monthly benefit is usually reduced
to reflect the earlier age on com-
mencement of benefits.

A move to older and more widely
spread retirement ages may help
change work patterns in compa-
nies. These companies may pro-

vide opportunity for older persons
to retire gradually by offering them

part-time employment on a phase-
out basis, with a gradual phase-in

of pensions.
Such an arrangement may serve

the needs of both the company and
the employe better than either con-
tinued full-time work until age 70
or full retirement at some earlier

age.

Women and pensions

Another ruling (announced by
the U.S. Supreme Court in April
1978), forbids companies from ask-
ing women employes to kick in
more than men just because statis-
tically women live longer. How-
ever the decision does not prevent
life insurance or annuity firms
from charging higher premiums
for femaleson the assumption·that
women will outlive men and there-

fore collect more benefits. But
companies cannot enroll their em-
ployes in. such plans unless they
equalize the contributions and
benefits.

Packaged pensions

Figuring out the logistics of set-
ting up andrunning apension plan
can be a mind-boggling task-a
challenge fit for a battery of ex-
perts. ERISA requires all kinds of

benefit tax slants

sults in a paper blizzard. Every em-
ploye has to be given a clearly writ-
ten description ofthe pension ben-
efits and has to be provided with
regular accounting of his or her
share. However, theprocess has re-
cently been somewhat simplified,

particularly for small businesses.
The Internal Revenue Service

has developed master and proto-
type plans that can be easily

adapted without the expense of
tailor-making one's own plan. And
the annual reports to the three gov-
ernment agencies has been simpli-
fied into one form that serves them

all. Smaller plans with less than
100 participants now have asimpli-
fied, one-page annual report sheet
(compared with several pages re-
quired for larger plans).

Inasmuch as setting up a pen-
sion plan and administering it can
be expensive in calling upon out-
side expert help, a good many
small companies work out their
pensions through an insurance
company. Insurance companies
have the actuarial expertise to set

up a qualified benefit plan and
they have the administrative and
investing know-how to keep any
kind of retirement benefit plan
running smoothly.

One of the least expensive ways

to get into a pension plan is
through an insurance company
group program. The design of the
plan has already been approved by
IRS and all the programming work
has been done to provide the nec-
essary figures for annual reports.

Congress is working on legisla-

tion which would cut pension plan
start-up and administrative costs

and provide an even bigger tax in-
centive to encourage more pension
plan contributions. One proposal
would set up a simplified, national
pension plan design which banks,
insurance companies and consult-
ing firms could offer to individual

employers. This would cut. costs
considerably.

The other proposal would pro-
vide a bigger deduction or special
tax .credit for employer and em-
ploye contributions to retirement
benefit plans. .

THE DUNCANSON & HOLI GROUP
is pleased to announce

the opening of offices in Chicago & Philadelphia

dh

In Chicago:

under the management of
ANTHONY J. SUTCLIFFE

208 South LaSalle Street

Chicago, Illinois 60604
(312) 236-0592

In Philadelphia:

Philadelphia, Pennsylvania 19102
(215) 563-6758

under the management of
JAMES B. FRANCIS, JR.

42 South 15th Street

THE DUNCANSON & HOLI GROUP
99 JOHN STREET NEW YORK, N.Y. 10038

100 CALIFORNIA STREET SAN FRANCISCO, CA. 94111

y

Canyou spot an embezzler
bythe color of his collar?

No!

Embezzlement losses

are estimated in the billions

of dollars and they occur
in every department from
the mail room to the

executive suite.

That's why it's so

important to protect -
yourself from damaging
losses at all employee
levels with Honesty
insurance from F&D. -

rs) FidelityAsk your agent or
broker to get you all the v 1* and Deposit Co.
facts. Do it now.
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london line

Underwriters scrutinize U.S. oil insurers
By JOHN H. MILLER

LONDON-Efforts by U.S. in-
surers to penetrate the offshore oil
market are being carefully studied

- i®dI®p®®d]®®t 
insurance and employee benefits

complete analysis

we do not sell or

place insurance

CORPORATE
.r<* 18.6

POLICYHOLDERS

COUNSEL. inc.
20 North Wacker Drive

Chicago. illinois 60606
Phone: 312-372·8225

in London where underwriters are

producing keen competition for
large-scale risks.

Reports ofthe U.S. capacity situ-
ation, which now reaches $164.5
million among the four leading
syndicates (BI, July 24),· have
created interest in many quarters.

Leslie R. Sewell, managing di-
rector of Stewart Wrightson's en-
ergy resources division, agrees
from the brokers' point ofview that
there have been important moves

in a competitive direction.
Making his own analysis of the

situation in the London market,

where the master rig slip has now
raised its capacity from $400 to
$500 million, he told B·usiness
Insurance.

"In recent months U.S. insurers

have been pursuing a very aggres-

sive marketing policy both
offshore in the North Sea and on

drilling rig business generally.
"This undoubtedly has caused

SeH-Insurance and Risk Management
Services Seminar

Presented by Practical Risk Management

What outside services (claims adjusting, safety, fire
protection. security. etc.) are available to you? What are their
abilities? How do you find and select them? How do you
monitor and evaluate their effectiveness?

These, and related questions, will be addressed by
consultants having wide experience in these fields. For
more details, write PRACTICAL RISK MANAGEMENT,

or call(415) 433-6979, and ask for Susie.

September 7 & 8-Chicago
September 21 & 22-Philadelphia
October 9 & 10-San Francisco

October 26 & 27-Dallas

November 9 & 10-Los Angeles

F) Practical Risk Management
6 1700 Montgomery Street, Suite 205, San Francisco, CA 94111

CUSTOMIZED

the Lloyd's market some discom-
fort. But there have been signs
lately that underwriters at Lloyd's
have sharpened their pencils and
in the last six months have become

increasingly competitive," he said.
"For some insureds this compe-

tition has in the short term created

savings in insurance costs which
have been welcomed by owners of
mobile drillingrigs, who have been
suffering as a result of the over-
supply of certain types of units and
the consequent downward pres-
sure on daily hire rates.

"It is, however, arguable that

those oil co mpanies in the massive
North Sea structures could suffer

as a result of the U.S. market's at-

tack on the bread-and-butter busi-

ness of the traditional Lloyd's rig
market," he contended.

"While there is adequate capac-
ity in world markets for mobile
drilling rigs o f all descriptions, the
entire market capacity has to be
mobilized to afford protection if
giant North Sea fixed platforms
valued at up to $1.25 billion are to
be adequately covered.

"At the Fresenttime, the London
master drilling rig contract has a

limit of $500 million and there is
currently a shortfall in the
worldwide capacity available on
the total amounts at risk.

Lloyd's results

Prospects that Lloyd's will show
a record worldwide profit of more

than $250 million when its global
figures are shortly released for the

three-year account period 1975-77
are being studied by insurance
sources in London.

But a Lloyd's spokesman em-
phasized: "The final returns for
this period from the various syndi-
cates involved are still being

analyzed, so that it is impossible to

WORKERS' COMPENSATION SELF-INSURED PLANS BY

GATES, McDONALD
Your company is unique employees; and employee
and so should your workers' information and

compensation self-insured rehabilitation

plan be unique. Gates, - services.

McDonald's Just contact

administration Gates,

of your plan is . * McDonald or

customized to - o your

your needs                                                                                                                                        insurance
and wants. As - broker for your
examples: a customized workers'

tailored, integrated compensation self-insured
system that administers plan. Go ahead - be
your plan quickly and particular.

efficiently; thorough review
and processing of all
claims with appropriate
adjustments; everything
necessa ry to provide 16*01*1 G,US M[DONAID
quality medical care for OFFICE R 0. BOX 1944

CORPORATE ONE NATIONWIDE PLAZA

COLUMBUS. OHIO 43216
614/227-7211

--

give any definite figure for some
time yet."

Profits from its global operations
totaled more than $200 million in
1973, but dropped back to $140
million for 1974. The new returns

will cover final results for 1975

under its three-year run off ac
counting system, together with
preliminary figures for 1976 and
1977.

Quoting financial experts for the
profit forecast, the London Daily
Telegraph suggested that the steep
fall in the value of U.K. sterling
currency had helped the 1975 re-
turns, but that subsequent years
might not be so good, especially
since the U.K. market now faces

capacity problems on an increas-
ing scale.

Legal malpractice
Lawyers' malpractice coverage

in the U.K. will rise by 75% this fall
after representatives of 20,000 at-
torneys were advised by indemnity
insurers that they were suffering
heavy losses after misjudging
claims experience.

The loss results for 1976-77 are

likely to be between $3 million and

$7 million, on a premium income of
$12.5 million.

Even higher figures may face the
underwriters, made up ofa consor-
tium ofselected Lloyd's syndicates
and U.K. companies, when the
claims for the present year are fi-
nally met as well.

Lawyers have agreed to accept
the new rates, as they are unable by
law to practice without full in-
demnity coverage.

Richard K. Denby, president of
their organization, the Law Soci-
ety, stated: "Underwriters have
been making substantial losses
ever since the overall scheme

began three years ago and they

cannot be expected to continue do-
ing so." •

Limit on 'fees'

Calif. legislation targets

teachers' health plans
By JOANNE GAMLIN

SACRAMENTO-Legislation to
regulate the relationship between
the California Teachers Assn. and

companies providing its members
with insurance benefits may limit
the group's ability to win "Cadil-
lac" health coverage.

New legislation prohibits the re-
newal of any contract with an in-
surer if an administrative employe
of a school district or an employe
organization has a financial in-
terest in the sale of the benefit

program.

Representatives ofthe California
Teachers Assn., which represents
both teaching and non-teaching
employes, said the organization re-
ceives administrative fees from the
health and benefit insurers that

provide its members with cover-
age.

Sponsors of the legislation said
the fees by the insurers

strengthenedtheabilityoftheCTA
to win extensive medical benefits.

For example, CTA members cov-
ered by Blue Cross of Northern
California receive 365 days ofhos-

pitalization paid in full and full re-
imbursement forthe services o f

surgeons, assistant surgeons, con-
sulting physicians and other pro-
fessionals.

Since the passage of the bill, CTA
consultant Steve Harris said that

the organization has been working
to establish a Taft-Hartley type
jointly administered trust that
would administer employe ben-
efits for the labor group in much
the same manner that the CTA did

in the past.
Mr. Harris told Business

Insurance that he believes that

trust concept will attract the sup-
port of school employer groups
such as the California School

Board Assn. and the Assn. of

California Administrators that

supported the legislation. He ex-
plained that the trust concept

should be able to attract support
because it will be governed by a
board of 12 trustees, six of whom
will represent employes and six of
whom will speak for employers.

The trust, o f course, will not be a
true Taft-Hartley vehicle since the

CTA is composed of public em-
ployes.

During the debate on the new

law, the state insurance depart-
ment began an investigation of
payments totaling $838,000 to the

CTA in a time o f financial difficulty
by two of the labor group's spon-
sored insurers. Still under scrutiny
are Occidental Life Insurance Co.

for a so-called advance payment of
$658,000 and a broker, James G.
Freeman & Associates of Burlin-

game, Calif., for a payment of
$180,000. Mr. Freeman said he
would not comment.

However, W. J. Adams, assistant
general counsel for Occidental
Life, strongly defended the

$658,000 payment to CTA as a sum
"representing 10 months of ad-
ministrative fees that were ad-

vanced because CTA had cash flow

problems."

Mr. Adams said that fees have

been paid by .Occidental to the
CTAforyearsforitsworkinsolicit-
ing policyholders. "It is a legiti-
mate expense which we have been
making for years," he asserted.

Mr. Adams added that he regards
the new law as "silly" because if
CTA members would suffer

harassment if they had to put up
with salesmen from every com-
pany that wanted to supply the
membership with employe ben-
efits.

Mr. Harris said that for the year
ending Aug. 31, his organization
received administrative fees of

$650,000 or 0.3% of the total pre-
miums of the $204 million paid to
the CTA's four major providers.
The four are Blue Cross of South-
ern California, Blue Cross of

Northern California, California
Dental Service and California Vis-
ion Service. Mr. Harris reiterated

that the administrative fees com-

pensate the labor group for the cost
of selling and servicing the pro-
grams and helping to assemble
packages to present to districts at
the collective bargaining table.

He argued that the practice of
collecting administrative fees is
considerably less costly to tax-
payers than would be a system in
which school districts bid out their

employe benefit coverage. He said
that the CTA estimates that if
school districts all bid out their

employe benefit business through
brokers at the cost to the taxpayer
would be between $10 million and
$12 million.

A broker who counts about 200

school districts as clients, he also
said that when a school district

adopts a health plan not endorsed
by the labor group it will retaliate
by filing grievances. .



bustness insurance, August 21, 1978 / 33

Merging mutuals . will not only be bolstered by com-
-r

binmg financial assets, which the,
executives agreed will give7.the
new company the same capacity as

Continued from page 1 mutuals "They competed with the sum of thetwo independently;
mised Allendale chairman William each other on one-tenth of 1% of

but it will also be enhanced by the
Goodall when confronted with Mr the busmess," estimated Johnson *

umon of differing specialties, the
Rich's apprehension about the & Higgins senior vp Thomas E executives stbessed
merger The 5,100 pohcyholders of Barton Arkwright-Boston is known for
the two companies will be consid- Alexander & Alexander vp Fred

its expertise in boiler and machin-
ered on an equal basis when the Gelderm-n observed, "There's al- ery msurance while Allendaleis re-
new mutual is formed Jan 1, he ways a aisadvantage in losing an- spected for ltS experience in fire
stressed, with their continued other market, but hopefully it will and extended coverage as well as
good standing hinged on good ex- be balanced by the increased multi-peril coverage On specific
perience strength of Allendale " risks, Arkwright-Boston knows

Both Arkwright-Boston presi- After merging with a company utilities while Allendale knows
dent Robert L Johnson and Mr half its size. Allendale will control

computers, it was noted
Goodall insisted there aren't any 75% instead of 50% of the Factory
significant differences in their ba- Mutual System with Protection Differences 1'11?11'
sic philosophies dunng a Joint in- Mutual and Philadelphia Manufac- 7A,2/77 ' b w*„5«1*nr-HY=r- ·=- e

Maintaining that the companies .

terview with Bustness Insurance. turers Mutual in minority posi- are not apart on their msuring phi-
But Mr Goodall conceded that in tions Admitted assets of the two

losophies, Mr Goodall suggested,
isolated instances there have been merging companies at the end of „What we're talking about are dif 41".1
"differences of opinion on under. 1977 totaled $1 36 billion and poh- ferences with'out distinction m me-
writing and these will have to be cyholders' surplus was $417 mil- chanics " Those Include how the !108 '

I WA
.?£*t-r=

resolved They almost certainly hon two mutuals have provided policy- '--\Er=/-:u
will be resolved in favor ofthepoll- holders with Iinsurance to supple-
cyholder " Enviable record

ment the basic FM property pro-

--

The executives also intend to Allendale is particularly anxious tection for highly protected risks
maintain the relationships that to benefit from Arkwright- Allendale created subsidiaries to
pohcyholders have with company Boston's enviable underwriting underwrite such insurance as dif-
representatives "Where relation- experience when compared to its ference in conditions and to front
ships are good with engineers, own over the last few years. In for captive insurance companies F,reman leaps for safety as supermarket roof collapses in worst
fieldmen and underwriters, we will 1977, for example, Arkwright- while Arkwright-Boston did more disaster involving NYC firemen in 12 years.
try to preserve them as much as Boston's 1,800 accounts generated of this business on its own paper
possible," said Mr Goodall $1357 million in premiums and and brokered some supplemen-

As FM companies enjoy the only $88 8 million in losses for a tary coverage to other insurers
same pool of rating, engineering loss ratioof 65 4% Duringthesame through its substantial agency net-

and claims experts, Allendale and period, Allendale's 3,300 accounts work, Hobbs Brook Agency IncArkwright-Boston should meld riremen's families get
generated $257 7 million in pre- These differing business

easily and quickly, one broker re-
miums and $204 8 million in losses methods will be assessed and the

marked
for a loss ratio of 79 5% most effective ones adopted by the

Indeed, the two executives re- Considering net income as a per- new Allendale, the two executives benefits from 3 plans
peatedly stressed a theme of centage of earned premiums, Ark- agreed But the mesh will certainly
business-as-usual, only with better wright-Boston produced a hefty produce broader services, Mr
service, when discussing theimpli- 10 2% compared to Allendale's Goodall stressed -There will not By RICHARD MARINI
cations ofthe merger The new mu- only better than breakeven 0 03% be any retrenchment "
tual will use the Allendale name

result Smce Allendale's Johnston, RI, NEW YORK-Families of six firemen, killed in this city's
"only because we happen to have
the oldest charter," said Mr

Whether Allendale's less favor- headquarters aren't large enough worst fire department accider.t in 12 5 ears, will receive ben-
able performance is "due to mis- to accomm6date all 2,900 em-

Goodall, who will be chairman of efits from the federal government, city government and

the new Allendale takes or a combination ofmistakes ployes of both companies, home firefighters unicn
and bad luck, it's notbeen thekind office work will be divided be- The six firefighters identified as Charles S Boutan,

Johnson's role of underwriting earnings we want tween Johnston and Arkwright- Harold Hastings, James T McManus, William O'Conner,
Mr Johnson, who will be chair. or need for capacity for future ac- Boston's Waltham, Mass, office

counts," Mr Goodall said Allen. There will bd consohdation offield George Rice and James E Cutillo, were on the roof of a
man of the executive committee of

the new board ofdirectors, said the dale was especially hard hit m 1977 offices, but new regional offices supermarket attemptirg to cLt a hole allowing trapped heat

desires to reduce overhead ex- by the destruction of a Ford plant will also be opened to expand the to escape when the roof collapsed. Other firemen, also on
m Germany and the December ex- network to '10 from Allendale's the roof at the time, -nanaged to scramble to the ledge,

penses and to benefit from the
skills of the two companies plosion at the Farmers Export ele- seven regions . where they w ere soon rescued

prompted the merger As execu- vator During the severe winter Pohcyholders of the two compa- All of the firemen were married with at least two

tives of companies owned by their storms early this year, Allendale nies will be asked to approve the children-one had s-x-and their survivors will receive

pollcyholders, Mr Johnson noted, seemed to have "more roofs m the merger, eithdr in person orthrough salary-based So.lal Security benefits. The famihes will also
"thetest wehaveto applyis, 'Is this wrong place at the wrong time," proxies, at deparate policyholder

lamented Mr Goodall
receive a year's salary in one lump sum from the city and

in their best interestp' Clearly, this meetings in October Allendale $50,000 from the governmen: inder a federal program for
is the case " Arkwright-Boston suffered a must receive the approval of two-

firefighters killed in f te hne of duty
Since the Factory Mutual com- loss at an electric utility, shared in thirds of its policyholders repre-

panies also share the risks they un- the Ford loss in Germany and in sented at the Oct 4 meeting and Each widow will receive half-pay pension which will con-

derwrite individually through the grain elevator loss, but still Arkwright-Boston needs the ap- tinue until her death cr remarriage In addition, two sepa-

reinsurance arrangements, "really,
came out ahead in 1977 proval of a majority of its policy- rate funds have been established for private contributions

we're just pooling talents," said holders represented at a meeting These will be divided equally to the six famihes (In 1966,
Buyer perceptions planned for Oct 11Mr Goodall He admitted there when 12 firemen were Killed fighting a blaze, a total of

will be confusion in the beginning, While one might think Okay assured $700,000 was ra-sed)
but the chairman maintained that Arkwright-Boston would want to The Uniformed Firefighters Assn. the firefighter's union,
the new company will produce hold on to its good experience on

There's no concern about secur-
' also insures each of i:s memoers for $7,500

"economies of scale, improved re- its own, Mr Johnson countered, mg the approval, especially since
neither executive could recall poll-sponsiveness and even improved "Don't forget the buyer perceives

quahty, which we think is good the FM System as a group The cyholders reJecting any of the
now" mergers that consohdated 40 FM

Brokers look forward to im- companies mto today's fourcompanies are inextricably woven
together as a factor in the market-

proved responsiveness, though place I thmk the merger is a better Now that the New England mu- Surety bond facility set
they also lamenttheloss ofanother way of integrating them to be more tuals are to f6rm one company, ob-

property market, as hmited as the responsive to the pollcyholder „ servers wonder if ultimately there VALLEY STREAM, N J -Two obligations, Mr Rose said One
competition was between the two The new Allendale's strength will be one FM company Mr attorneys have joined forees to such consortium has been or-

Goodall and Mr Johnson dis- form a risk shar.ng facilih they ganized already in Westchester
missed the question as "only pure hope will enable s mall coniractors County, NY,he added
speculation to obtain surety tonding Mr Rosenoted thatimplementa-

A well kept secret Philadelphia Manufacturers Mu- Lherrisson-Rose Plan he will tion of the plan, which is expected
tual president Donald H Moore assume 10% of the r_sk from com- to coer 20 states by 1979, could
said, "I wouldn't say there will panies on bonds :hat it places for help small contractors obtain pub-

"It was the best kept secret I've seen in the insurance never be a day when there will be chents, explained vp and director llc and private contracts that they
industry in 35 years," said one observer about the merger one company, but it's no intention Michael Rose, who runs tne plan , had previously been denied be-
negotiations between Allendale and Arkwright-Boston of mine nor our board of directors' with president and director Dr cause they could not meet bonding

"Arrangements like this are complex to work out," said to merge " Evelyn Lherrisson requirements Such assistance

Arkwright-Boston president Robert L Johnson, "and it
Protection Mutual chairman This participati)n shoulc mcuce would be a particular boon to mi-

seems the success ratio is higher if only those people who Paul E Raysaid, "I justdon'thave surety underwriters Do accept hum- nonty contractors, he added .

must know are involved
any idea," when asked if he ness from small cin:ractors rr. any
thought there would one day be of whom have been -ejected in the

Because they run mutual companies and are not subject one FM company "I wouldn't rule ' past because their assets v,ere too RIMS officers
to the disclosure rules of the Securities & Exchange Com- it out and I wouldn't say it is going small, he said
mission, only Mr. Johnson and Allendale chairman William to happen," he added For its services, Lterrisson-Rose Ronald J Lamb, corporate in-

Goodall hammered out the merger agreement Though the announcement Aug Plan would receive a fee equal to surance manager for Digital
They never met in one another's office or in public In- 3 of the Allendale/Arkwright- between 22% and 5% of a Equipment Corp in Maynard,

stead, the merger discussions were conducted in a private Boston merger caught everyone by contract's value, deoendir i upon Mass, has been elected president
surprise, the chief executives of the job involved of the Massachusetts chapter oftheclub in Boston and in Mr Goodall's home in Providence

. the two companies consider it ex- In addition, participanta in the Risk & Insurance Management
The maJor reason we tried to keep this secret," Mr cellent timing Several executive plan would have to Join a consor- Society Other officers include

Goodall explained, "is because we wanted our respective o fficers are nearing retirement, tium of similar firms in their area Lawrence J Babbitt of the Stop &
machines to be as productive as possible without being "including me," said 62-year-old that would monitor work perfor- Shop Cos, Thomas P Welgoss of
disrupted by rumors "Apparently, we did a better than Mr Goodall "I'm not far behind," mance and take cve- ajob ahere a The Gillette Co and Linda L Ru-
average Job of it," he beamed added 61-year-old Mr Johnson . contractor could not live up to its thardt of the Barry Wright Corp
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-riskWatch OSHA warra nts . warrant, but we do reserve the
.. right to insist on one if we feel

we're being harassed," explained
Continued from page 1 are a "real possibillty" if an inves- R J Black, manager of employe
tistics, disagrees Mr. Mead tigator is delayed environmental health and safety

By ELLIS SIMON pointed out that statistics icept by A spokesman for a southern tex- for International Harvester
OSHA show that while the figures tile manufacturer who said the
have leveled off within the lasttwo company does not worry about re- The initial reaction among many

The corporate ERISA specialist: years, they steadily declined since pnsals as much because of its size, to the Supreme Court decision was
first kept m 1972 added he could see "problems" for that the ruling did not mean very

A growing field for many lawyers Although most corporate offi- smaller corporations much Although the inspectors
cials hesitateto say thatthey"fear" Another spokesman for a large, now have to get a warrant when
reprisals, it does appear that con- Mchigan-based corporation stat- asked, there are no guidehnes asto

Cynics have said that ERISA has done nothing if not cern about punitive inspections is ed that his company's reaction to what has to be proven before one
a major worrycreate jobs for lawyers, accountants and actuaries If that OSHA depends on how it is ap- can be issued

Walter Pfetffer, corporate safety proached for investigation As long This inconsistency might all
be the case, what kind of lawyers has it created Jobs fo.-9 director of Coca-Cola Bottling of as the inspector doesn't go on any change as a result of a recent deci-

If you answered ERISA lawyers, pat yourself on the Los Angeles, said, "You might as "witch-hunts," he said, there usu- mon by a Wisconsin federal court,
back and accept my congratulations for having a keen well let the Inspector in, because ally aren't any problems He re- however The court ruled that a
sense of the obvious. The ERISA attorney is a specialist for he can get a warrant without any called only two cases where in- warrant issued to an OSHA inspec-
which there is greater demand than supply in a profession degree of difficulty. We have never spectors were denied access tor to Investigate a Weyerhaeuser

normally considered overcrowded, according to Meyer denied access to an investigator, This corporation dispatched a plant was invahd under the Fourth

Haberman, president of Interquest Inc., a New York firm it's the best thing for everybody written pollcy to its plants. No war- Amendment because there was no

specializing in recruiting corpo-- And if you do force him to get a rant is required for the first inspec- "probable cause" for the search

rate attorneys. warrant, there's always the possi- tion at any plant within one year, or In a "Stop OSHA" press release,
billty he might come back wearing for an inspection sparked by an Rep. George Hansen (R-Idaho),

Attorneys who spend all their his 'nasty glasses employe complaint if inspectors chairman of "Stop OSHA," said
working time on ERISA issues agree to confine their probe to the the ruhng confirmed " that a
number no more than a few "The Barlow decision has not complaint But the firm requires a busmessman doesn't have to settle
hundred, according to Mr' changed a thing with us," said Roy warrant if the location has been in- for anything less than a warrant
Haberman However, a great Johnson, corporate director of spected within 12 months or ifthe based on probable and reasonable
many more get involved with safety and health with the General inspectors refuse to confine their cause "

ERISA issues at one time or Tire & Rubber Co of Akron, Ohio probe Traditional factors used to de-

another since "almost everything "We allow inspectors into our Chicago-based International termine need for an OSHA inspec-

done today has something to do plants without warrants, and we Harvester has adopted a policy tion of a plant, such as a high
have a good relationship with similar to that of many other large industry-wide accident rate, havewith ERISA," he said OSHA" companies "We aren't requiring long been attacked by "Stop

In the three years that his firm But, Mr Johnson said, reprisals our plant managers to ask for a OSHA " .

has been in busmess, Mr Haber- Ellis Simon

man has placed between 12 and 15 fulltime ERISA attor-
neys in corporate positions. That represents between 5%
and 10% of the firm's placements.

Bias insurance... Blues...
. Speciahzing in ERISA can be lucrative. In New York, an Continued from page 1 their actions are covered by insur- Continued from page 1

attorney with five years experience who becomes an market is to continueto lookatdis- ance," Judge Lawrence said vision and hearing coverage, for
crlmmabon coverage with a very Judge Lawrence said insurance example While cost sharing will

ERISA specialist can expect to make $40,000 a year, Mr. Jaundiced eye," observed Fellx pollcies, such as the CNA um- be offered as an option, "we would
Haberman said. For someone with a few years ERISA Kloman, president of Risk Plan- brella, do not cover intentional not replace our service benefit,"
experience plus prior work in such specialties as taxes, ning Group of Darien, Conn acts of discrimination Corporate Mr Ryan emphasized "We will al-
finance or labor, compensation could be as much as Since the number of discrimina- knowledge that deliberate acts of ways maintain that.as our malor
$80,000 a year, he added. tion m employment suits resulting discrimination lack an insurance thrust "

Despite such financial incentives, good ERISA attor- in claims have been infrequent, but shield is a sufficient deterrent for The new master contract should

amounts of the claims astronomi- companies not to engage in dis- be ready for marketing byneys are in short supply, said Mr Haberman Part of the
reason is the relative newness ofthelaw (442 years) and the cal, insurers have found it difficult criminatory employment prac- mid-1979, Mr. Ryan said, to pro-

to price such coverage, Mr. Klo- tices, the Judge said.
hmited time that attorneys have had to gain expertise. vide "organized and consistent"

man said AE; a result, "discrlmina- Twoweeks afterJudge Lawrence coverage
However, he added that most attorneys do not consider tion is arisk that will continue to be handed down his decision, Union In addition, BC & BS Assns in-
ERISA work to be"exciting" and therefore it is not always borne in large measure by corpora- Camp and CNA settled the suit At- tends to expand its market re-
a sought-after area. tions on a self-insured basis " torneys for CNA and Union Camp search capabihties "It'sbeendone

As Mr. Haberman sees it, the ERISA attorney's function The case involved a seven-year said they were not permitted to ad hoc," Mr. Ryan admitted "We
is one of tying the company's pension program together. legal battle between Union Camp discuss the details need to know what they're buymg,
His purpose is

.to come up with a legal plan and an effec- Corp. and CNA In 1971, Uniontamp Thaddeus Holt, an attorney who why, what management thinks
tive plan" and to insure that the plan is properly funded was the target of a class action suit represented Union Camp, said the and what labor thinks " Already

and managed, Mr Haberman said. by black employes who charged caseisn't binding on any other fed- the association knows it wants to

In the past, much of the ERISA attorney's time was the company with discrimination eral district court But he added "improve market supportin the as-
m employment practices "The fact that a court has decided sociation staff to coordinate na-

devoted -to bringing pension plansinto compliance, but an issue in a certain way always is a tional accounts with local plans "
now that role has shifted more toward keeping compa- Union Camp turned to CNA for powerful precedent " The association also knows it has
nies up to date. Mr. Haberman added that much of the defense since it belleved discrimi- Judge Lawrence's decision lS to justify ltS retentions to buyers
maintenance function could be done by paralegals. nation was a covered risk under hkely to be read word for word by smce"the competition today is ata

Yet, he added that as radical as ERISA was, there proba- two excess umbrella pohcies it had attorneys representing Dan River, much lower retention," Mr Ryan

bly will be further changes in pension law over the next purchased from the big Chicago- the South Carohna textiler and said "But we have to explain what

five years. The original law said what should and shouldn't based insurer Commercial Union Insurance Co we do with retentions-maintain-

Under the terms of a 1969 um- In a case almost identical to the ing our relationships w,+1· nro-be, but ltS impact has been "wishy-washy" as a result of
extensions, he said Now the government will try to coor- brella pohcy, CNA covered dis- controversy that embroiled CNA vidersand ourcommitmenztusub-

cnmination ''except that commit- and Union Camp, Dan River iS scribers and our cost containment
dinate what exists and consolidate it ted by, at the direction of the in- suing Commercial Union for fail- efforts "

sured " ing to honor a pohcy that allegedly
. ERISA attorneys sometimes work directly under the CNA refused to honor its pohcy. protects Dan River from discrimi- Various financing methods, to

auspices of a firm's employe benefits and pension depart. Similarly, in 1975 when Union nation in employment claims be offered the increasingly sophis-
ments, but it is more common for these professionals to be Camp settled the class action suit ticated buyer, are being consid-

under the control of the corporate legal department, Mr by voluntarily paying the plamtiffs The passage of the Civil Rights ered also

Haberman said. $800,000, CNA refused to pay the Act of 1964, which outlawed racial These initiatives are the product

Such departments have bloomed not only as a result of claim or pay Union Camp's legal and sexual discrimination in em- of a year's work by a task force of

ERISA but the growing impact of governmental regula-
costs to settle the case Union ployment practices, has resulted in BC & BS executives appointed last
Camp then sued CNA to recover a plethora of suits, charging corpo- year to study the nation's health

tion upon business and the litigious nature of American the $800,000 as well as attorneys' rate pollcies kept blacks and services buying environment and
society. Mr. Haberman noted, for instance, corporations fees women in low-paying jobs how BC & BS products fit m that
are adding product liability specialists to their legal staffs CNA, however, moved to dis- While company's liabihty to dis- environment.

In fact, with the exception of major litigatiori, corpora- miss Union Camp's complaint. crimnation suits has Increased, in- "But we were thinkingaboutthe
tions are using their in-house staffs to handle all legal Stuart Ross a Washmgton attor- surance protection has become need for this study beforemember-
needs, Mr. Haberman observed. Such a trend runs counter ney who defended CNA, said CNA more elusive. Five or six years ago, ship fell," Mr Ryan maintained

to the long-standing view that lawyers should be brought denied coverage since it felt that many underwriters came to ex- "It's not totally a result of member-

in only as a last resort coverage against discrimination m clude from umbrella policies ship droppmg "
employment was against public coverage for discrimination on the Between year-end 1977 and year-

Lawyers have a reputation for complicating matters and pollcy and therefore illegal basis of age, race and sex, said Mr end 1976, membership in Blue
confusing issues, but a good corporate legal department CNA argued that if discrimina- Kloman Shield plans dropped 1 8 million to
could be a clearinghouse where management can seek tlon suits were covered by insur- For example, when Mr Kloman 70.8 million from 72 6 million Dur-
advice on the challenges it faces prlorto making decisions. ance, employers would lack an in- assisted a major state university m ing the same period, enrollment m

A lawyer's background and logical training enable a centive to treat all persons equally remarketing its liabillty program Blue Cross plans dropped almost

staff attorney to see things from a different perspective in employment practices as re- two years ago, the school sought in half a million to 83.45 million from

and head off legal problems that a non-attorney might not quired by various Civil rights acts. its specifications request coverage 83 9 million
see, noted Mr. Haberman. And complex laws such as But Judge Lawrence said CNA's for broad personal inlury, mclud- The lost membership reflected

ERISA create situations where such problems could arise. assumption that the availabihty of ing discrimination the movement of national ac-

insurance would encourage viola- However, potenttalmsurers gave counts to insurance companies
As corporations recognize this, and according to Mr. tions of anti-discrimination laws the university the cold shoulder rather than to self-insured pro-

Haberman they are, they are putting into practice an adage was "speculative and erro- "The insurance companies that we grams, Mr Ryan said BC & BS lost
that is at the heart of sound risk management: "An ounce neous The (CNA) argument as- dealt with almost uniformily said the business, he admitted, on
of prevention is worth a pound of cure " sumes that employers would del 'No, we can provide everything but price, product flexibihty and

hberately violate the law because discrimination,' " he explained . "sometimes performance "

I 1



Excess

Surplus
Special Risks Insurance

On September 18th, Business Insurance will publish a special emphasis issue dealing
with Excess, Surplus and Special Risks Insurance.

In a fashion so characteristic of Business Insurance, the editors will probe and analyze
this important segment of the insurance marketing spectrum. They will review
conditions in this field for the benefit of our information-hungry risk/insurance/
employe benefit management readers and the agents, brokers and consultants who
help them put together the right protection packages.

In these times, when underwriters are still looking askance at many risks, and some
coverages are hard to come by, excess and surplus insurance is the viable alternative.

Any company, facility and underwriting intermediary who wants to tap this important
market should place a dominant advert ising message in the September 18 issue
of Business Insurance (advertising closing is September 5).

No other specialized, buyer-oriented newsmagazine reaches as many executives
concerned with the protection of corporate assets. Business Insurance continues to give
these risk/insurance/employe benefit influentials-and their agents, brokers and
consultants-the up-to-date information which enables them to make the right buying
decisions. Your advertising message in this September 18 Excess, Surplus and Special
Risks Insurance issue will be important to them. And that's a very valid reason
to advertise.

For further information about rates and to place your advertising reservations call Don
Walsh, advertising sales director, at (212) 986-5050 or write to one of the
Business Insurance sales offices listed below.

NEW YORK

708 Third Avenue

New York 10017

(212) 986-5050

.business
msurance
the newsmagazine that just had to be.

CHICAGO
740 Rush Street

Illinois 60611

(312) 649-5275

LOS ANGELES

6404 Wilshire Boulevard
California 90048

(213) 651-3710
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info for buyers people

• Federal Taxation & Regulation comprehensive Kemper policy
of Health Insurance Plans is a For a free copy write Communica- Litton risk manager ioins developer;
guide with charts from Unionmu- tions & Public Affairs, Kemper In-

tual The 44-page publication surance Cos, Long Grove, Ill
presents general information 60049
based on rulings and regulations in D.C. sanitary district names Scott
effect as of Jan 1, 1977 Discus- . Did you know that 30 new laws
sions center on buy-sell plans, protecting the confidentiality of
chances of recovery, corporations, personal information have been Paul Harvey, who was formerly the hospital, Buddy L Wiggs to Robert C Penzover, manager of
ERISA, individual plans, medical passed in the lastyearo The 1978-79 manager of insurance for Litton *** employe benefits Ms Notaro,

reimbursement plans, partner- Compilation of State and Federal Industries in Beverly Hills. Callf, Rose Vena, 28, was named staff staying with Quaker Oats, is now
ship, probabihty of death and dis- Privacy Laws describes and cites has been named risk manager for assistant-general services division their group insurance adminis-
ability, sole proprietorship and more than 400 such state and fed- Aetna Reaky Group in Irvine, for Container Corp of America in trator
wage continuation plans For a free eral laws that regulate recordkeep- Calif, a new position Aetna Realty Chicago, effective July 1 She re- ***

copy write Unionmutual Life In- ing about individuals-criminalin- Group lS part o f Aetna Life Insur- ports to James Charpie, Container Robert An, 28, lS the new corpo-
surance Co , Portland, Maine formation, financial and tax rec- ance Mr Harvey had been with Corp 's new manager of insurance rate safety supervisor for DeSoto

ords, school records, government Litton for seven years Prior to Ms Vena replaces Laura Hinckley, Inc of Des Plaines, Ill Mr Att
. Ifyou're a member ofthe United data banks, Social Security num- that, hewaswith theinsurance de- who recently left the risk manage- Joins DeSoto after almost three
States aerospace industry. you bers and medical files The 166- partments of Fluor Corp and Rich- ment department of Container years as plant safety supervisor
may be interested in a promotional page book also hsts laws on field 011 Corp to Join Fred S James & Co, with the Joslyn Manufacturing &
booklet ft om the Aircraft wiretapping and polygraphing

*** as reported Ms Vena is currently Supply Co of Chicago Mr Aft re-
Builders Counsel. Written in con- The book lS available for $1450 Charles F. Scott, 50, has Joined attending De Paul University, and ports to William Lynch, director of
Junction with J H Minet & Co Write Privacy Journal, PO Box the Washington Suburban Sani- spent nme years in the accounting corporate engineering for DeSoto
Ltd, the publication presents an- 8844, Washington, D C 20003 tary Commission of Hyattsville, department of Container Corp, ***

swers and questions about the Md, as insurance manager He re- where she was supervisor of re- Frank P. Mesich has been named

ABC program of covei age For a • When you attended the Ameri- places Herbert W Jacobson, who ceivables and sales information county safety officer and risk man-
free copy, write H C Twiss, presi- can Bankers Assn 1974 Risk and recently resigned Mr Scott will clerical staffs ager for the county of Sacramento

***dent, Aircraft Buildets Counsel Insurance Management in Bank- manage the Commission's self- Calif, replacing Vincent M Pisani
Inc, Airport Office Center, Suite ing seminar did you request a Insurance, risk management and Jordan Tolchin, 36, Joined who resigned to Join Gallagher
526, 8939 Sepulveda Boulevaid, guide to help youp If you did, it's claims and benefits acquisition Hughes Airwest in San Mateo, Bassett Insurance Service in Sac-
Los Angeles, Calif 90045 ready now The workbook con- programs, reporting to the com- Calif, m the newly created post of ramento

tains more than 113 pages with mission secretary William Lin- corporate insurance administrator Mr Mesich has been a county
. Kemper Insurance Cos policy worksheets, guidellnes and proce- dung Prior to Joining the Commis- He reports to insurance manager employe for six years, working
and procedures for dealing with al- dures tested by bank risk and in- sion, Mr Scott was engaged in the Lorraine Bryant Mr Tolchin was lastas a supervising personnel ana-
coholism are explained in Manage- surance managers Areas include agency and nsk management busi- previously regional claims ad- lyst He said he has 22 years of ex-
ment Guide on Alcoholism. The exposure, identification, risk eval- ness with Alton Inc of Washing- ministrator for 18 months with perience in the managerial and
12-page booklet is not designed as uation, risk control, risk financing ton, D C Mr Scott has also served Montgomery Ward & Co in Oak- personnel field
a model program but asa resource and insurance and risk manage- as chief, insurance branch, HDQ land ***

***for companies considering the ment administration The Riskand Dept ofthe Army and head, insur- Three new positions in the risk
adoption of alcohol, drug abuse Insurance Management Guide for ance and safety, Bureau of Naval James Orffis the new manager o f management department at Gold
and emotional problem programs Financial Institutions (#212000) Personnel loss control for the Metropolitan Kist Inc in Atlanta have been
Up to 50 copies may be obtained costs $17 50 for members and $22 *** Atlanta Rapid Transit Authority, filled Joy Cook, 28, Joined the de-
without charge Write Communi- for non-members Write Order The continued growth of Mead's (MARTA) Previously, Mr Orff partment as workers compensa-
cations & Public Affairs, Kemper Processing, American Bankers Insurance activities has necessi- spent 1 years with the Slattery tion claims supervisor for the self-'
Insurance Cos, Long Grove, Ill Assn , 1120 Connecticut Ave, tated the addition oftwo positions Co m New York as safety engineer insured program She had been
60049 N W, Washington, D C 20036 ln its insurance department He reports to the director of risk with Chubb & Sons supervising

Terrence A. Reiff, 39, has been management for MARTA, Earl workers compensation claims for
• Tired of dealing with a number . Kwasha Lipton has Just pub. named assistant manager of the Novell Mr Orff replaces F.D. six southeastern states In addl-
of separate insurance policies'> lished a new newsletter-The corporate insurance department Beard, who has moved to Gilbert tion, Gregg Gill, 21, and Bill
Worried about duplication in cov- "Other" Post-Retirement Bene- with responsibilities which m- Associates Inc in Reading, Pa, as Ephridge, 23, both June graduates
erages? Kemper's Comprehensive fits: When Should The Cost Be Ac- clude the financial protection of manager of safety services Mr with degrees in risk management
Policy folder explains their pack- crued" Should They Be Funded9 Mead's physical and human re- Beard reports to Thomas F from the University of Georgia,
age insurance plan Included iS a For a free copy write Dept. M, sources Mr Reiff was previously Sheehan, manager ofthe construe- were hired as risk analysts The
worksheet to help you compare the Kwasha Lipton, 429 Sylvan Ave, assistant insurance manager with tion services division for Gilbert risk management department lS
cost of your present policies to the Englewood Cliffs, N J 07632 the NCR Corp *** directed by Robert E Rich

Mead also named Jeffrey S. The Quaker Oats Co of Chicago .

Passis, 30 as controller of insur- has named Thomas A. Kempa as We'd like to i eport on staff

World-Wide Well Control Specialists
ance services with duties that in- employe benefits administrator, changes zn your risk management
clude the direct planning, account- replacing Janet Notaro. Mr or emplove benefits depal tment
ing and management control of Kempa comes to Quaker Oats after Just dlop a note to Rebecca A Fan-

Insurance against disaster control of well, clean up and Mead's U S insurance operations two years as underwriting consul- nin Business Insulance, 708 Third
Prior to this position, Mr Passis tant for Blomquist, Batte & Camp- Ave, New York, N Y 10017 or call

containment expenses, seepage and polution liability, re- was assistant treasurer of INAX bell Inc in Wheaton, Ill. Hereports 212-986-5050
drilling expenses and physical damage Land and offshore, Underwriters Agency Inc (previ-
anywhere in the world ously GATX Insurance Company)

.- TheWetzel Both positions report to George

Uli Company, Inc. Kahlert, manager of risk msurance
services

2000 South Post Oak, Suite 2400 ***

Mailing Address P O Box 66452 The Emhart Corp of Farming-
*re you insuring

C\_x__/ / Houston Texas 77006
- Telephone 713 /626-3240 ton, Conn, has announced the

Telex 76-2053 promotion o f Kevin P. Flatley, 28, your insurance?to the new position of manager of

Only through Agents /Brokers employe benefits Mr Flatley will
be involved with Emhart's interna-

tional benefit programs He logged The time to "smell smoke" is stockholders is well protected

1;2 years as benefits manager with when you're reviewing your If there's any doubt about

1 Emhart before this promotion and property insurance your insurance "being

previously was a supervising con- coverage-not later With insured," Marshall and

sultant at Coopers & Lybrand in building and equipment costs Stevens would be pleased to
Boston Mr Flatley now reports to soaring, and no end in sight, review your specific situation
Emhart's director of employe many companies are Want to learn more9 Any of
benefits, Clifford J Sault

***
dangerously underinsured our 17 local offices have

For nearly fifty years, detailed free information For
In Cincinnati, James A. Tomas-

zewski, 30, has been appointed to Marshall and Stevens' clients the one nearest you, call any

the newly created position of ad- have realized the security of Area Office-collect

ministrative assistant for risk insuring their insurance"-by Los Angeles-(213) 624-3661

management at The Christ Hospi- keeping values and property St. Louis-(314) 621-7025
tal In addition to rlsk management records up to date Philadelphia-(215) 299-5700
and loss control, Mr Tomaszew- The smaller Insureds need
:ki's duties Include administrative detailed inventories and values
and management responsibillty while the major companies
forthe safety and secunty division, (even those with "captives")
hospital accreditation by the Joint
Commission on Accreditation of require penodic independent Appraisals by
Hospitals and the medical educa- study of procedures and MARSHALL
tion and residency programs Mr resulting values Either
Tomaszewski underwent a 12- service, detailed appraisal or AND STEVENS

month administrative residency in valuation consultation, INCORPORATED
preparation for this position and assures that the property
before that spent four years in hos- investment entrusted to
pital management with the U.S management by the The Asset Management Professionals
Army He reports to the adminis-
trator and chiefoperating officerof
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It is structured on expenence, expertise and a history
of financial stability. It provides a framework for growth.Active Reinsurance. Use its strength to build the
financial strength of your company.
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Peter Bleyler, vice president, tells how A&A wcrks from a client's poin: of view:

EEWe' re way ahead in projecting how new retirement laws
affect benefits planning:'

"Our computer operation is
already able to project accurately the
changes in the Social Security law
and tell clients what they need to

' know: not only he employer cost of
the Social Security tax but also its
financial impact on their benefits
programs. We're also counseling on
the effect of the new mandatory
retirement age. From the client's
point of view, pensions. life insur-
ance, medical plans and disability
income programs could all be

problem areas.
Working from a client's point of

view is our way. In St. Louis, where
Pete Bleyler, F.S.A., is a consulting
actuary. And in over 120 cities here
and overseas.That means working
as allies solving business problems
together. Our Human Resource
Management experts not or_ly coor-
dinate benefits planning to avoid
costly overlapping, bu: they're on
top of late-breaking governmental
regularions.

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 brokerage and finan-
cial services business. We have the

facilities, expertise and strength to
act as effective allies.We work from

the client's point of viejv. whether
the corporation
is large or Alexander
small. 8Nexander

The Allies


