State regulation of benefits under attack

By GREG DAVID

CHIOAGO-State regulation of
employe benefit programs is un-
der increasing attack from em-
ployers, union welfare plans and
the federal Civil Service Commis-
sion.

The outcome of a series of cases
now winding through the courts
and of a lobbying effort in Con-
gress could affect every employe
benefit program in the country.

Employers, union plans and the
federal commission argue that di-
verse state regulations, especially
those requiring specific benefits,
cost millions of donars each year.

They contend the Employe Re-
tirement Income Security Act
(ERISA) preempts all state reg-
ulation of employe benefit pro-
grams, even if the state acts under
its authority to control group in-
surance contracts.

But state insurance officials and
other ERISA experts warn that a
dangerous vacuum could - develop
since the pension reform law pro-
vides few standards for employe
.welfare plans. Some have suggest-
ed new federal legislation to ex-
tend tough pension rules to the
welfare plan-area.

Among the federal court cases
involved in the effort are:

Complex D&O case

Lawsuit pits Mattel
against its broker

- By JOANNE GAMON

LOS ANGAT.B,-Pretrial mo-
tions have begun in a complex
lawsuit aimed at deciding who
owes Mattel Inc. money.

The case in Los Angeles Superi-
or Court.pits Mattel Inc. against
its former broker for-airectors and
officers liability. insurance, Marsh
& MelLennan, and two M&M em-
ployes, senior vp Tom Tily and vp
John A. Fox.

Also involved are Unigard Mu-

tual Insurance Co. of Seattle and

International Surplus Lines In-

-surance Co. (ISLIC) of Chicago,

Mattel's excess underwriters.

In addition to the main lawsuit,
Marsh & MclLennan is suing the
two insurance companies and the
insurers are suing M&M.

The key question is whether the
broker provided the two excess
underwriters with adequate in-
formation
class action suit .filled,against Mat-
tel. At that time the two,cam-

panies were about to-provide the

about .a shareholder

toymaker with D&0O coverage.
Mattel eventually settled five
shareholder class action suits for
$30 miillion in 1975. A Securities
& Exchange Commission report
released at the time said the com-
pany was so intent on inflating
the price of its stock in 1971 and
1972 that it falsified its books.

The current litigation stems
from a 1975 agreement between
Mattel and its D&O insurers. The
carriers agreed to pay $13.8 mil-
lion toward the $30 settlement,
the highest D&O insurance pay-
out on record. However, Mattel
also agreed to sue Marsh & Mc-
Lennan to recover the money paid
by the insurance companies.

The coverage involved in the
$13.8 million payout covered the
period from March 1970 to June
1973. Between March 1970 and

.March 1973, Mattel had a D&O
. libility policy with a $5 million

'annual aggregate underwritten by
-Lloyd's and London companies.
- Continued on page 25

The inside story

Benefit chiefs back Carter

Employe benefit managers believe hospital expansion
and capital spending are key reasons for soaring health
care costs. And they back Carter's hospital cost plan.

Page 4.

Sue the bastards

One year ago, a popular Business Insurance editorial
discussed "Sue the bastards-a social malaise." Today
we look back at what's happened the past 12 months.

Page 6.

Elsewhere:

* GROUP AUTO insurance may get a big boost from a
Senate proposal. Benefit Beat, Page 3.

- N.Y. MERCHANTS complain insurers are balking
at paying riot claims. Page 10.

- BLUE CROSS moves into prepaid legal insurance-

cautiously. Page 11.

« AN INSURANCE program for New England loggers

has been cancelled. Page 15.

« A LID on work comp rates for small firms is eyed in
Pennsylvania. Around the States, Page 17.

The people column

page 30

+ A challenge to a New Hamp-
shire law requiring coverage for
mental and nervous conditions
brought by a New England car-
penters' union fund. A district
court ruled ERIS* does not pre-
vent the state from . mandating
benefits, but. the union is appeal-
ing the case.

The ERISA Industry Committee
(ERIC), representing 80 of the
largest corporations in the nation
employing seven million persons,
has filed a brief supporting the
union and arguing for complete
preemption of state laws.

* Challenges to . the California

Knox-Keene law regulating all
medical service organizations not
covered by the insurance code and
the Hawaii Prepaid Health Care
Act mandating minimum benefits
for most employes.

A district court agreed with
three major California corpora-
tions that ERISA supersedes the
Knox-Keene aot, but the state has
appealed the case. A challenge to
the Hawaii law by Standard Oil
Co. of California is now before a
district court in San Francisco.

« A challenge to the New York
court decision requiring disability
pay for pregnant women under’

_ the state's human rights law. A

group of airlines is challenging the
decision on a number of grounds
including preemption. However,
New York has now amended its
disability law to include pregnancy
benefits and ERISA specifically
exempts state disability laws from
its provisions.
In Congress the effort includes:
= A bill pending in the House
introduced at the request of the
federal Civil Service Commission
to exempt federal benefit plans
from all state regulations. The
commission claims varying regu-
lations cost $125 million a year.
+ A position paper arguing for
Continued on page 2
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PRODUCT LIABI-LITY

Tort reform moves ahead

By JERRY GEISEL

W*SHINGTON-The drive to
deal with the product liability
crisis through tort refomn has
moved another step forward with
Oregon becoming the third state
to pass a reform measure this year.

Across the country, -more than
200 bills have been int'roduced in
state legislatures since the tort re-
fomn battle moved into high gear
last year. In addition to Oregon,
comprehensive measures
been enacted in Utah and Colora-

have

do.

... MAP

By REBECCA FANNIN

NEW YORK-The Market As-
sistance Program (MAP) is of-
fering an alternative to agents
and manufacturers faced with
high-priced and unavailable prod-
uct liability coverage.

The program has placed ap-
proximately 300 difficult risks at
a reasonable cost throughout 12
states. And its use is spreading
to six other states in the process
of implementing programs.

Insurance industry representa-
tives from Connecticut voluntarily
formed the first program late last
year to assist agents who were
having trouble finding product
liability markets for their com-
mercial customers. The program
joins specialized agents, brokers,
underwriters and state insurance
departments to obtain coverage
from insurers on a voluntary
basis.

"MAP is solving a definite need
in the marketplace in a coopera-

tive and voluntary way," said

While many of the measures
have languished in house and sen-
ate committees or suffered sting-
ing defeats on the legislative floor,
reform leaders for the first time
are brimminig with a heady opti-
misrn.

They say their confidence is
based on an increased aware-
ness among the public and legisla-
tors that something must be done
to restore balance in the legal sys-
tem and the increased effective-
ness of the newly formed product
liability task forces that have
sprung up around the country to

get legislation passed. Task forces
have been established in 24 states,
with a dozen more being set up.

Still, ,business and trade associa-
lion officials acknowledge that the
path to tort reform is mined with
explosives. Opposition from trial
lawyers has intensified, derailing
legislative packages in a score of
states. Internal rivalries among
reformers have resulted in set-
backs elsewhere.

In Oregon, though, these and
other obstacles were cleared. Leg-
islators were flooded with mail by

Continued on page 28

offers a way out

Waldo Disanto of the Connecticut
insurance department.

Although no one is saying that
MAP is a long term cure for
product liability ills, insurance
representatives recognize its short
term benefits.

In states with highly developed
MAP programs, the number of
complaints about product liability
decreasing and

coverage are

agents are learning more about
how to place this type of risk.
Competition among
companies has also increased be-
cause MAP has been able to find

insurance

alternative markets.

"Many insurance companies are
reevaluating their positions and
are deciding to renew coverage
when they didn't before," said
Frank Whaland, insurance com-
missioner of New Hampshire. He
explained that the insurance com-
panies'know that if the voluntary
approach doesn't work the gov-
ernment will legislate changes,
such as implementing an assigned
risk pool.

MAP's effectiveness, however,
has been strained by insurance

Continued on page 24

Tort reform update

Beginning in our next issue, Business insurance will period-
ically update the status of tort reform legislation around
the nation in a convenient, easy-to-use chart. Watch for it

in our Aug. 22 issue.
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State regulation,...

Continued from page 1

broad preemption sent to the
House pension task force by the
Council on Employe Benefits. The
council, representing 160 compa-
nies with 6 million U.S. employes,
estimates varying regulations could
cost its members over $200 million
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a year.
- A bill to limit preemption in-
troduced by Sen. Daniel Inouye
(D-Hawaii). The Inouye bill
would exempt health insurance
laws from preemption in an effort
to preserve Hawaii's health act.
The growing tendency of state
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legislatures to mandate benefits is
spurring resistance of state regu-
lations. "It's part of the growing
trend to use the insurance nnech-
anism :o provide social benefits,"
observed David Brummmond, coun-
sel for the National Assn. of In-
surance Commissioners.

Employers point to laws in Con-
necticut, Rhode Island and Minne-
sota which require employers to
extend coverage to terminated em-
ployes, although all have different
conditions. The federal Civil Serv-
ice Commission complained it
must provide chiropractic services
in some states but not others.

"The most important aspect of
the problem is that companies that
operate across state lines are sub-
ject to different regulations in dif-
ferent states," explained George J.
Pantos, a Washington, D.C., law-
yer representing ERJ[[C in the New
Hannpshire case.

A corporation has to "provide
different benefits in.different states

at a substantial cost," he said.

Insurers unhappy

Insurance companies are also
unhappy with the trend. "We have
a hard time and employers have a
hard time with the trend toward

mandated benefits,"” said John

Meyerholz of the American Coun-
cil of Life Insurance.

Insurance companies must hire
additional staff to keep up with
the laws. Employers resent being
told by insurers that premiums
must be increased to provide un-
wanted benefits, Mr. Meyenholz
continued, and some smaller com-
panies drop their programs rather
than add mandated benefits.

The council's members have
traditionally supported state regu-
lation, but haven't taken a position
on the preemption question.

"How can we deal with a situa-
tion where a state can mandate
any coverage in response to the
demands of a pressure group?"”
asks James M. Dawson, adminis-
trator of the New England car-
penters' fund that brought the
New Hampshire case.

The NAM's counsel sees it dif-
ferently. "The problem of varying
benefits-is a tough question,” Mr.
Brummond said. "But it's the
price you pay for havin g local peo-
ple decide what benefits they want
in their areas.”

Costs disputed

Mr. Brummond also disputes the
cost estimate of the Council on
Employe Benefits. "l think there
are costs. But | don't know what
they are and | don't think they
know. | don't think the costs are
prohibitive."

But the Northern New England
Carpenters Fund, including car-
penters in New Hampshire, VVer-
mont and Maine, found the costs
troublesome. The fund was in fi-
nancial trouble from high. unem-
ployment when New Hampshire
"decided to inflict-and | use that.
word advisedly - a requirement
for mental coverage,” said Mr.

Dawson.
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The trustees eliminated dental
and vision coverage for everyone
in the union to provide mental
coverage for New Hampshire
members and deal with declining
contributions. The fund cannot af-
ford mental benefits for all its
members, Mr. Dawson said, and
should not be forced to provide the

benefit only to New Hampshire

members.

Experts disagree

Experts disagree both on the
scope of preemption and what
should be done.

1 think the intent to have
broad preemption is pretty clear,"”
said James D. Hutchinson, former
administrator- of pension and wel-
fare plans for the U.S. Labor De-

partment.
"l don't believe the states can

impose mandated benefits,” assert-
ed Claude Dorais, a Beverly Hills
attorney who represents self-fund-
ed multiple employer trusts.

But David Brummond at the
NAIC argues ERISA probably only
preempts laws directly regulating
pension and welfare plans and
self-insured programs. He thinks
there is less likelihood of preemp-
tion for insurance carriers, prepaid
medical, dental or legal plans and
medical organizations.

William Chadwick, another for-
mer pension and welfare plans ad-
ministrator, generally agrees with
Mr. Brummond. But "mandated
benefits are the toughest ques-
tion," he observed.

State insurance officials warn
that employes could be hurt if a
regulatory vacuum develops. "Em-
ployes operate under the assump-
tion they can turn to state insur-
ance commissioners to protect
them," said Mr. Brummond.

"It's one thing to preempt state
regulation when you have a sys-
tem of regulation ready to take its
place," Mr. Hutchinson said. "Itt's
another thing if there will be no
effective regulation.”

Bread preemption of state in-
surance laws would leave a com-
plete void in the area of minimum

standards, agrees Mr. Chadwick.

"Based on ERISA you could prob-
ably develop minimum standards
in the financial area, but it's pret-
ty clear you couldn't do a lot more
than that,” he said.

"What the federal people need
to do is develop nationwide stan-
dards,"” suggested Angele Khacha-
dour, the respected legal chief of
the California insurance depart-
ment. "The states would be better
off by accepting preemption and
going to Congress to argue the re-
sult is something we don't like."

"Maybe we should try and de-
velop a comprehensive scheme for
federal regulation of welfare plans
like we have in the pension area,"
Mr. Chadwick said. "Of course, the
prcblem is that as diverse as the
pension universe is, it pales by
comparison with the welfare plan

universe."”

Federal standards

Mr. Hutchinson believes a wide
ranging federal enforcement effort
may not be necessary. "The pri-
vate remedies in ERISA for indi-
viduals to bring lawsuits is as ef-
fective a scheme for regulation as
one can imagine," he argued.

Mr. Dawson, the union fund ad-
ministrator, said he could support
federal standards for benefits. But
Mr. Pantos opposes federal bene-
fit requirements. "Under our sys-
tem we have the flexibility of the
company and the employes,
through collective bargaining, to
agree on their employe benefit
plans," he said.

Preemption is also at issue in a
series of court cases involving
self-funded multiple employer
trusts. One tederi district court
in Indiana has ruled broad,y for
preemption in a case now on ap-

peal. But many believe this ques-

tion may be decided on whether __

the trusts are employe benefit
plans and not on preemption.

Mr. Pantos said the most press-
ing issue on preemption involves
self-funded multiple ernployer
trusts. Then the issue of mater-
nity benefits must be decided, he
observed, since employes are an-

ticipating benefits. -
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Senator urges tax break for group auto plans

GROUP AUTO INSURANCE may
receive a big boost from a bill
introduced in the Senate last
month by Sen. Harrison Williams
(D-N.J.). The measure (S1850)
would amend the Internal Reve-
nue Service code to permit em-
ployer and workers to make con-
tributions to a trust fund estab-
lished for group auto insurance.
Currently, the Taft-Hartley Act
prohibits employer payments to
employe representatives except
for life, health and accident in-
surance as well as prepaid legal
services. Sen. Williams said "sub-
stantial cost savings" could be
achieved if automobile insurance
became part of a group package.
The high selling costs factored
into individual insurance premi-
ums-about 15% of the total cost
--would be avoided, reducing
overall policy costs to employes,
he said. Hearings on the measure
by the Senate Finance Committee
are not expected to begin before
the fall

SEARS, ROEBUCK & CO. of Chi-
cago signed on with Damm & As-
sociates of Cleveland for an initial
benefit claims study in five to
eight cities around the country
where Sears wants to know more
about what benefits iVs paying.
Joe Reddington, Sears' national
director of personnel policies and
employe benefits, said the Damm
& Associates study is costing
Sears $15,000 for the initial phase.
The retail chain now internally
processes 500,000 claims a year
manually, paying over $100 mil-
lion in benefits for employes
under a plan that's patially self-
insured and partially insured
with Allstate Insurance Co. The
Damm & Associates utilization
study will help Sears plan for
the automation of its claims pro-
cessing system sometime in the
future and will also help to docu-
ment the reasons for regional cost

differences.

FEDERAL PENSION REFORM
legislation hasn't had any impact
or has had only a minimal im-
pact on corporate retirement
policies, said 59% of the execu-
tives from 400 corporations re-
sponding to a William M. Mer-
cer Inc. survey on retirement
policies. ERISA has made retire-
ment programs more costly to
administer, said 10% of the
group; pension reform created
more paper/administrative work,
said 13%:; (the law has brought
about earlier vesting covering
people at a younger age, said
11%. For only 5% of the com-
panies, ERISA caused unspeci-
fied changes in retirement policy.
Another 6% said the law caused
confusion and problems. In-
creased benefits resulted from
ERISA for 3% .
that a surprising 38% of the
companies have pre-retirement
counseling programs and those
firms were pretty evenly split on
their plans to expand the pro-
grams or keep them at their
present level (45% vs. 44%).
For 30% of the firms with coun-

Mercer found

seling plans, benefits are re-

viewed with the person about to
retire.

CONTROL DATA CORP. and
subsidiary employes in Minneap-
olis-St. Paul, Los Angeles, Hous-
ton and Washington, D.C., can
now enroll in a health mainten-
ance organization. In all, 10
HMOs are being offered to more
than 13,000 employes at payroll
deductions of anywhere from $6
to $35 more than indemnity plans
cost them.

In the Twin Cities, 11,000 em-

ployes have a choice of four
HMOs: Group Health, Share,
Medcenter Health Plan or Nicol-
let Eitel Family Health Plan.
Control Data pays the full bill
for indemnity coverage for em-
ployes. Under an HMO plan the
employe would pay anywhere
from $6.48 a month with Nicollei
Eitel to $14.36 a month with
Group Health. To also cover their
dependents, employes making
less than $10,000 annually pay
$12 a month for indemnity in-
surance. The HMO costs for de-
pendent coverage range from
$15.66 a month with Share to
$24.11 with Nicollet Eitel. Em-
ployes earning more than $10,000
annually pay an additional $3
under any one of the health care
plans.

In Los Angeles, 1,000 employes
will be offered two HMOs, Maxi-

Care and Ross-Loos Health

Maintenance Organization. In
Houston, Prudential's HMO Pru-
care is being offered 'to 240 em-
ployes. In Washington, D.C., 1,-
600 employes can choose a high
or basic plan with Group Health
Assn. Inc. or join the Georgetown
University Community Health
Plan.

Control Data had been activat-
ed by federally qualified Share,
Maxi-Care, Georgetown U. and
Prucare. The company decided to
also offer other HMOs because
"they all weren',t strategically
located for our employes," ex-
plained Dick Petrowski, manager
of health benefits and group in-
surance. The company has pre-

Reinsurance:

Downhillexpense

or cormnerstone

No more. Sometimes

forgrowth.

idss . ,

pared information packages for
employes on HMOs, pointing out
advantages and disadvantages.
The HMOs are presenting their

plans to employes on company
time.

METROPOLITAN BOSTON will
get a new HMO Oct. 1. Bay State
Health Care Foundation, an inde-
pendent not-for-profit physicians'’
foundation, is shooting for an in-
itial enrollment of 32,000 and 50,-
000 by the end of a year. Already
1,500 physicians, dentists and oste-
opaths have agreed to participale
in the open-panel HMO. Another
500 should be added by start-up.
Frank B. Hall is marketing the
plan, first approaching employers
with 100 to 500 employes. Individu-
al coverage in the HMO will cost

$36.50 a month compared to $43
for Blue Cross/Blue Shield's mas-
ter medical plan. Family coverage
will cost $108 a month, $15 less
than the Blues' basic rate of $123.
Bay State HCF official Frank Sul-
livan says the HMO's coverage will
be 15% more comprehensive than
the Blues'. Bay State HCF had
negotiated with the Blues for three
years on marketing and managing
the plan, but became dismayed
with the insurers. They have dif-
ferent computer operations which
would have complicated claims
handling for the HMO. In addition,
Massachusetts physicians are feud-
ing with The Blues over fee sched-
ules-to the point of lawsuits-
and the HMO feared less physician

participation if the Blues were
involved.
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Business Insurance panel

Benefit managers back Carter hospital plan

By SUSAN ALT

CHICAGO-Corporate employe
benefit managers overwhelmingly
believe that hospital expansion
and capital spending for high-

technology equipment are two of.

the most important reasons for
soaring costs in health care deliv-
ery.

This belief is translated, more-
over, into broad-based support for
President Jimmy Carter's pro-
posals to trim hospital cost infla-
tion by slapping controls on hos-
pital spending for new facilities
and equipment and by placing a
lid on hospital revenue gains in
each year.

Business Insurance's Employe
Benefit Board of 74 corporate em-

ploye benefit executives around

the country also revealed that they
see hospital overcapacity-simply
too many available beds-as a ma-
jor problem adding to unnecessary
treatment and to hospital costs.

A whopping 95% of the panel-
ists responding to the latest ben-
efit survey said they'd be willing
to consider shutting down some
hospital facilities entirely. Spe-
cifically, 52% of the group said
they would like to see some hos-
pital facilities shut down, while
another 43 % say this may be a
solution if it were done selectively
and systematically.

The five most obvious and im-
portant reasons for a high rate of
inflation in the health care deliv-
ery field, said the corporate man-
|\ essr = ., L= S — =} -

< Duplication of facilities and

costly equipment (33 responses).
- Too much third-party pay-

ment of hospitalization costs (26).
- Defensive medicine which
leads to excessive treatment and/
or testing ( 18).
- Hospital overcapacity-a sur-
plus of available hospital beds
(16).

= Lack of incentives for hos-

pitals to control costs ( 16).

Half of the bendit managers
(32) would control these problems
by giving more authority to tough
local or state hospital planning
boards or HSAs which would
coordinate the construction of hos-
pital facilities, preventing overex-
pansion and duplication of equip-
ment.

Many corporate benefit manag-

Pine Top Insurance

Company of lllinois with

administrative offices in

ers, in fact, strongly advocate the
regional hospital approach to de-
livering health care, having a cen-
tral facility which is fully equipped
with the latest machines, such as
CAT scanners, flanked by satellite
hospitals having only limited bed
space and equipment.

Beyond better planning and
community control for hospitals,
corporate benefit officials favor
several kinds of nonhospital health
care. Some called for more use of
health maintenance organizations,
( 15), others urged generally more
emphasis on preventive care facili-
les ( 15) and still others would like
to see more individuals using out-
patient surgical-centers and other
outpatient treatment facilities (4).

The third most popular solution
to the problem of health care in-
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flation is more patient co-payment
of medical bills ( 12), departing
from the first-dollar medical ben-
efit coverage that is now prevalent
in both private and government
medical programs.

(President Carter's proposals,
while not universally liked, have
fairly broad support among cor-
porate benefit managers strugglirig
to keep their own companies' ben-
efit payments under control. Pres-
ident Carter has said he wants to
limit hospital revenue increases to
9% per year, which 46% of the
panelists think is a good idea.
Thirty-eight percent respond neg-
atively to this suggestion, while
16% are neutral, not knowing
whether this would be practical or
workable.

However, a larger group of cor-
porate benefit officials sees that
this 9% cap on hospital revenues
would be beneficial to corporations
paying hospital benefits for their
employes. The cap on hospitals
would definitely help to hold cor-
porate expenditures for hospitali-
zation to more manageable levels,
said 53 %. Another 23 % said this
wouldn't help hold corporate ben-
efit costs down, while 249% said
they don't know if it would help

or not.

Over three out of every four
benefit managers participating in
this survey believe that the Pres-
ident's proposed limits on hos-
pitals' capital expenditures is a
good idea.

Even some of those who don't
support the idea of limitations on
capital spending by hospitals agree
that the control would be effective
in controlling inflation in the
health care sector. Nearly nine out
of every 10 panelists surveyed
said the lid on hospital spending
would help check rising health
care costs.

Four out of every five panelists
think hospital expansion and
spending for expensive equipment
are major reasons for the accel-
erating expense of receiving hos-
pital treatment.

Unable to give any simple an-
swers to the health care inflation
questions, corporate benefit man-
agers named an average of three
reasons for the rising cost of
health cam.

Similarly, corporate benefit
managers see the solution to the
problem of more unaffordable
health care involving several steps
rather than in just one easy cure.
The panelists cited 148 different
answers for how they would con=
trol health care inflation, an aver-
age of two answers per participant.

Some panelists were only reluc-
tant supporters of Carter's pro-
posals, noting that they don't
basically like any kind of price
controls. Some said the plan might
provide stop-gap relief but does
not address the fundamental eco-
nomic issue.

The benefit manager for a large
forest products concern criticized
the hospital revenue limit idea by
citing the absurdity of trying to
conitrol revenues and prices with-
out doing anything to hold down
hospital costs which continue to
rise.

The surplus in the number of
hospital beds is "only a minor
problem," said the benefit official
for a diversified machinery manu-
facturing firm. Thus, hospital
shutdowns wouldn't help the in-
flation resulting from the "smoke
screen" of ovecapacity.

Another benefit manager, how-
ever, said the inefficient and old
hospitals that would require com-
plete renovation should be shut
«——ll «—— NN~ e —
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"Weber, the Road Bui/der" does things in a big way-with a big emphasis on safety.

Theroadtoagoodsafety record
IS paved with more than good intentions.

Fred Weber, Inc. is a big, busy

construction firm based in St. luu is.

Employers of Wausau serves this

policyholder with six lines of
business insurance.

As often happens with a grow-
ing, successful company, there comes

a time when management intensifies
its interest in insurance matters

and more effective loss controls are

put into practice with the goal of
preserving life, health and property.
Example: In a recent year, Fred
Weber, Inc. had 72 reportable
injuries. The following yean with
the entire work force now keenly
aware of management's insistence
upon safety, the number of injuries
was redueed by 76% to just 17.

Results like this require a
partnership effort. And it was this
kind of cooperative spirit that led
our Safety and Health consultant
and the policyholder's Safety
Director to co-author a two-inch-
thick accident prevention manual.
This copyrighted book is now in use
by all of Weber's supervisory
personnel.

It takes a knowledgeable
insurance company to provide
guidance. And an energetic
policyholder who's willing to
convert good intentions into
action. That's the kind of part-
nership we propose. Because
that's how to make business
insurance work for a living.

At Employers, we do every- Come to the source

thing we can to make policyholders
more aware of the need to have a
sound loss control program. Be-
cause in the long run, loss preven-

tion is the best way to control
insurance costs.

== _ 1S=wW

Wausau,Wisconsin
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editorial opinions

'Sue the bastards!'-one year later

T WELVE MONTHS have passed since Business Insurance
1 asserted recommendations for reform of the legal sys-
tem to reduce the rate at which liability awards were spiral-
ing upwards.

One year later, our predilection as a nation to 'Sue the
bastards!" when we're wronged in any way is unmitigated.
More of us are suing each other and the country's businesses
than ever before. A growing problem remains unsolved.

One year later, legislative efforts to introduce sanity and
efficiency into an overworked tort liability system are strag-
gling. Only a few states have enacted laws shortening the
statute of limitations on personal injury cases, along with
several other weak attempts to limit litigation to only the
most meritorious of cases. Oregon, Colorado and Utah are
the only states to have enacted laws reforming product lia-
bility obligations.

The general understanding of the public at large remains
limited when it comes to recognizing who pays the bills for
more expensive insurance to cover ever-rising damage

awards.

' Judges and juries alike appear to have ignored in large
part the long term impact of million-dollar payments.

Little progress has been made in limiting the size of the
large contingency fees lawyers earn, making many of them
into instant millionaires along with their clients and pro-
viding incentive for more legal actions.

Payments for the nebulous hardship known as "pain and
suffering” continue to mount, leaving little hope that courts
will soon reverse their trend toward rewarding the litigious
and discouraging the honest wage-earner who doesn't sue
everybody in sight.

Not all is gloom and doom, however. The past 12 months
have seen several promising developments which might help
tilt the scales of justice back toward equilibrium and sanity.

| Lawyers, always hungry for business, are becoming less
loath to sue each other. Clients, too, are more prone to seek
redress against a lawyer who's given bad advice or has acted
unprofessionally. Thus, those who have added to the legal
liability problem in this country are themselves feeling the
sting of heavier personal and professional responsibilities.

Those who've borne the brunt of frivolous or malicious
lawsuits have begun to defend their own rights by counter-
suing plaintiff's and their attorneys for unwarranted use of
the courts. Doctors first adopted this offensive approach to
defending their rights and reputations from the onslaught
of nuisance medical malpractice actions. And they're win-
ning.

Hopefully, these responses, coupled with tough defense
postures adopted by businesses that are sued, will serve to
stem the tide of suits by people aiming to make a quick buck
off the system.

With the lessening of the liability insurance crisis has
come a lessening of concern about the long term effects of
escalating liabilities and their economic costs, we fear. Now
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that doctors and hospitals are insuring themselves for mal-
practice or are going bare, less thought is being given to vital
reform of the legal system.

b Notwithstanding the slow progress of tort reform bills in
the states, several organizations are energetically lending
their assistance to such efforts. The National Assn. of Man-
ufacturers and the National Assn. of Wholesaler-Distributors
are operating as clearing houses for information about the
200 bills that have been proposed in various states.

Even some individual RIMS members have worked tire-
lessly as witnesses giving testimony on the liability problem,
although as an organization RIMS has had some trouble
getting itself together.

Despite the best of intentions, boosters of tort reform at
the state level have generally been clobbered by the trial
lawyers. State bar associations use their influence very
successfully to avoid any reform that might lessen the lia-
bility litigation business that's available for lawyers.

Internal bickering, too, has hindered tort reform. If the
courts are clogged with too many liability suits, state legis-
latures are sometimes clogged with too many bills. Take
Texas, for example, where 13 different bills complicated the
tort reform horizon so badly that no resolution or compro-

mise was possible. Not a single reform bill survived the
battle.

. Among the measures we advocated a year ago and recom-
mend again are several that would speed justified cases
through the system and result in fairer recompense for in-
jured parties. Moreover, we've called for several changes
that would once again restore our judicial system to its
proper role as a last resort for resolving disputes.

Most important, however, several of the reforms we've
advocated would discourage people from thinking they're
entitled to get rich at somebody else's expense and using
the courts to do it.

It's imperative that managers of corporations and institu-
tions, as well as the entire insurance industry, continue to
push for changes at their local and state levels. We urge
concerted efforts to reform the system in the following areas:

- Limitation of contingency fees paid to lawyers.

« Creation of arbitration boards and arbitration appeals
boards outside the judicial system to resolve disputes.

= Elimination of jury recommendations and jury deter-
mination of court awards.

- Establishment of compensation boards within the judi-
cial system, headed by trial judges, to determine compensa-
tory awards.

* Limitations on payments made for non-economic losses
such as those for pain and suffering.

- Responsibility of the plaintiff for all costs incurred by
the defendant if the jury rules in favor of the defendant.

- Payment of all punitive damage awards into state re-
habilitation funds, taking those penalties out of the hands
of plaintiffs.

letters

Business Insurance welcomes
letters from its readers. Please
keep your comments as brief as
possible and we reserve the right
to edit or shorten letters for czar-
itv or space. Please send your
comments to Letters to the Ed-
itor, Business Insurance Maga-

zine, 740 N. Rush St., Chicago,
m. 60611.

Insurers' profit

To the Editor: Marie Krako-
wiecki sure runs into some inter-
esting people. Imploding eyeballs
..one issue (you never told us
how it happened), Fishbait Miller
the next. But you're right, none
of that is half as interesting as
trying to figure how the insurance
industry is going to bury and/or
explain away its slightly bloated
earnings (riskWatch, June 11).

But what are we going to do
about it? Suffer the slings and
arrows of outrageous fortune? |
am inclined to think we will.
Harnlet's alternative was to take
arms against a sea of troubles and
end them. Obviously he had not
spent too many hours arguing
and pleading with underwriters,
to be told at the last minute they
had to submit his proposal to
horne office.

I am sure many risk managers
and brokers have had vengeful
thoughts after being led down
the garden path by careless un-
derwriters. | have extolled the
merits of long term relationships
with insurers-they'll stand by
you if things get tough-it isn't
good business to switch around
from company to company. But
if we ever get out of this mess
we'll still do business at the same
old stand. Unless in your travels
you run into someone who has
an answer.

Stanley C. Brock

President, The Lukes-Brock

Co., Milwaukee, Wise.

AN omission

To the Editor: Because we
didn't receive the proper ques-
tionnaire this year, our firm
didn't appear in the sixth annual
Agent/Broker Profiles Issue. To
bring the record up to date, the
following facts would have been
submitted:

Wright & Co. is located at 1001
Connecticut Ave. NV, Washing-
ton, D.C. 20036; 202-331-1550. We
have a new branch office in Lon-
don, England, as of June 1, 1977.
Our principal officers are Frank
L. Wright, president; Michael R.
Ward, vp; Robert M. Beckman,
secretary; Betty R. Wright, vp
and treasurer.

We had 16 employes at the end
of 1976, one more than we had at

Continued on page 8
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IN MICHIGAN ......

WORKERS' COMPENSATION

SELF-INSURANCE PROGRAMS

Significant savings along with good Safety and Claims controls are attractive
features available to any business or institution in Michigan, developing an
annual premium of $100,000 or more. Liability is limited with reinsurance.

Let us quote you a tailored program for your operations. (Individual or
Groups). Agent inquiries invited.

YEAGER and COMPANY, Inc.

26711 Northwestern Hwy., Suite 525 Southfield, Michigan 48034
313/353-3000

SINCE 1967

letters

Continued from page 6

yearend 1975. Gross revenues rose
in 1976 to $800,000, up from
$600,000 in 1975. For 1976, 98%
of our business came from com-
mercial accounts, compared with

99% in 1975. Compensation is
based on commissions and fees.

Our new London office is 10-
cated in the City, headed by Brian
Self and will be producing busi-
ness not only in the UK but also
throughout the European Eco-
nomic Community and other
areas around the world. Last win-
ter, we did a thorough survey of
the U. K. market and found there
was a great opportunity to pro-
vide employe benefit programs
which are not being filled.

We also feel there is a need for
commercial mass merchandising
programs. Imagination used to set

up such programs is much easier

If you had time to read them all,
you wouldit need us as much.

One of the hardest parts of any risk manager's
job is keeping up with the latest information and
changing trends. The sheer volume of reading
required is staggering.

But you have to know. What are the newest
state and federal regulations? Are there new ways
to Cofe with products liability? What's the latest
on seif-insurance? How do you reduce the
possibility of fire loss?

It's the single, critical piece of information
you miss that could make the difference in
effective decision-making.

Where can you go for answers?

Try us.

R. B. Jones is a national firm. We've been
providing major corporations with solid,
up-to-date recommendations in all areas of risk
management since 1889. Property. Casualty.

many questions.

and Wichita.

Missouri 64199.

Marine. Surety. Employee benefits. You don't have
to be a client to call.

When it comes to insurance and risk
management, we believe you can never ask too

Our experienced professionals will be happy
to supply the answers.

R. B. Jones has offices in Atlanta, Boston,
Chattanooga, Chicago, Dallas, Houston, Jefferson
City, Kansas City, Los Angeles, New Orleans,
New York, St. Louis, Tulsa, Waterloo

Home office, Commerce Tower, Kansas City,

R.B.Jones Insurance

in the U. K. market which does
not have the rigid and fragmented
regulations existing here in the 50
states. Also having a London of-
fice to service U.S. accounts
where they have U.K. or to other
international locations is most
helpful.

We are also considering a joint
operation in the Middle East in
the belief that insurance service
is needed in this rapidly develop-
ing area.

Frank L. Wright,

President, Wright & Co., Wash-

ington, D.C.

Cost controls

To the Editor: For a long time,
Blue Cross and other health in-
dustry insurance carriers have
been giving lip service to the
question of cost controls on
health insurance. The economic
factors of maintaining the pre-
mium flow, the work force and
working relationships with both
the health industry and the pa-
tient and his physician.has caused
the Blues and the private health
camers generally to pay third-
party claims as submitted and
send the bill to the employer.

The growth of ASO contracts
will reduce the premium flow
and enable the insurance corn-
panies to concentrate on some of
the cost control aspects by charg-
ing fees for these services.

It would be good to see the
health insurance industry review
the hospital and other health care
costs on a state wide basis to de-
velop current statistical data con-
cerning the standard of care as
well as the level of costs. For ex-
ample, if the standard of care
for certain surgical procedures in
New York State were developed

statistically, the practice of de-
fensive medicine could be reduced

and the adherence to the standard
of care could be used as defense
against malpractice claims.
Ezra Lifshit=
President, Risk Management

Consultants Inc., New York,
N.Y.

errors &
omissions

The foltowing profiles were sub-
mitted too Zate for inclusion in the

July 25 Agent/Broker profiles is-

sue.

FRASER FONTAINE &
KONG LTD.

28, Pawsey Place, Kingston 5,
Jamaica W.L; 926-3560 or 926-
1140-2

1976 1975
Premium vol. .. $ 3,575.930 $ 3,452,986
Gross rev. ...... $ 513,361 $ 486,828

Employ-est == =

Commercial bus. 95.6% 95%

Principal officers: G. Richard
Fontaine, G. N. Fraser and M. J.
Weedy, directors.

Compensation: commissions and
fees.

Subsidiaries: Belize Insurance
Centre; Fraser Fontaine & Kong
(Life) Ltd.

LAUB GROUP INC.

324 E. Wisconsin Ave., Milwau-
kee, Wis. 53202; 414-271-4292

1976 1975
Premium vol. .. NA NA
Gross rev. ...... $ 1,425,000 $ 998,000

Employs _—— ==

Commercial bus. 85% 75%

Principal officers: Raymond H.
Laub, president; George Stevoff,
executive vp; Robert A. Stewart,
administrative vp.

Compensation: commissions and
fees.

Branch offices: Racine, James-
ville, Madison, Wausau, Apple-
ton, all in Wis.



Our LTD plans won’t clog corporate plumlmu;,r

“Waterworks" cards are the

copyrighted material of
Parker Brothers Division.
General Mills Fun Group.

Inc., used with permission.

Trymg to find a Long

: 'Term Disability plan that satis-

fies employvee needs without .
sending corporate cash flow

' d_ow n-the drain? Here's help!

At NWNL, we can -
tailor an LTD benefit plan that

 keeps corporale money

hard at work

“Immediate Participation

“the insurer.

‘vou get all the pluses and none

~_ rehanilitation pregrams to
help the disabled employee

They take extensive experi-

- step 0 a successful LTD

{ and a copy of our “501(e)(9)
I Trust Primer,” just clip and

| Northiwestern National Life,
| Box 20, Minneapolis, MN
I 55440, (612) 372-5350.

Many large

: éompames know a self-

insured LTD plan can

- really save money...

but they've been wary of

. =he risks.

Worry ro more, NWX L

- puts a limit on the employers

risk through Excess Risk
Insurance for self-insured
LTD plans! With our
comkEination of Claims and
Administrative Services and

Guarantee (IPG) funding,
self-tasured businesses
receive all the servicesof a
regular LTD policy-
holder—excepi that we serve
as the administrator, not

We make claim
payments from the emplover's
account and generate all
necessary cash flow and dis-
closure reports.

We'll also assist in
setting up a 501(e)(9) Trust to
gain the maximum tax
advantage.

In short. with NWNL

of the hassles of ‘do-it-
vourself insurance.

For most compames.
a gond insurance policy
is still the best pollcy

But that doesn't mean
good LTD coverage has to be
expensive.

We've got the exper-
tise to provide insured LTD
beneits for companies both
large and small. Our rates are
competitive and our contract
guarantees are as good as
any vou'll find.

LTD should help
your employees get back
to work, too.

NWNL specializes in-
implementing personal

get back on
the road
toward a pro-
ductiveand
fulfilling life.
Good
LTDplans
dont happen
by accident.
They
take plenty
of preparation
and glanning - :
to control costs and claims.

ence and stable rates.
That’s why we think the first

plan —whether self-insured or
not—is to hire a good
msurance company: NWNL,

Find out how you can
get cur LTD benefits flowing,
For more information

I attach your business card or
letterhead. Or call Al Benson,

TTT LIFE INSURANCE COMPANY
HOME OFFICE +« MINNEAPGLIS. MINNESOTA

NORTHWESTERN NATIONAL
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N.Y. merchants complain insurers
balk at claims; others disagree

NEVV YORK-Claims from the
blackout that caused $30 million
in insured losses are still being
processed, but already merchants
and several New York congres-
sional representatives have com-
plained that insurance companies
are balking at paying claims.

The complaints were sparked
when some insurance agents told
merchants that looting damage
would not be covered__ unless the
looting was officially declared a
riot.

Most merchants had looting cov-
erage under the extended cover-
age portion of their fire insurance
policies. This coverage only ap-
plies during riots or civil commo-
tions.

But, according to W.J. Perry,
assistant vp of the American In-
surance Assn., "It doesn't make a
darn bit of difference whether of-
ficials call it a riot.™

Insurance companies will deter-
mine if a store's looting occurred
during a riot or in a riot area as
they inspect each claim individual-
ly.

“There's no way you can issue
a blanket and say all claims will
be paid,” Mr. Perry said. "They
want to pay the legitimate claims,
but if they pay too many claims,
the insurance department will be
down their necks and the public
will be yelling about higher pre-

miums.”

While some merchants will not
be covered for looting damages,
Al Haggerty, vp of the Insurance
Information Institute, said, "There
is no question that the bulk of the
claims will be paid. The insurance
companies certainly intend to pay
every claim that is covered in the
merchant's policies."

Despite these assurances, how-
ever, deputy superintendent of in-
surance John l,ennon declared that
"insurers must abide by all terms
of their insurance contracts.” He
also instructed the department's
general counsel to review the pol-
icy language, claims practices and
prior court determinations regard-

Checker

reserves

KAI.AMAZ 00--Checker Mo-
tors Corp. carries on its books
$831,546 in reserves for personal
injury and property damage
claims, according to its annual
report for 1976. These reserves
are up from $673,580 at yearend
1975.

In its working capital state-
ment, Checker reported to share-
holders that the increase in these
reserves provided $157,966 in
funds during 1976 versus $35,801
in funds during 1975.

Checker also said it decreased
its equity in Calumet Mutual In-
surance Co., a partially owned di-
vision of Checker, providing
$59,707 in working capital during
1976 compared with $44,738 in
working capital provided in 1975.
This increase in funds resulted
from a decrease in policyholders’
surplus.

A Checker subsidiary, Yellow
Cab Co., places all of its insur-
ance coverage for personal injury
and property damage with Cal-
umet Mutual and is virtually the
only policyholder. Insurance pre-
miums paid to Calumet Mutual
totaled $2,672,120 in 1976 versus
$2,110,170 in 1975, Checker Motors
said.

Calumet Mutual has reserves
for losses, claims, and loss adjust-
ment totaling $2,223,601, up from
$1.898,714 in 1975, -

(D-Manhattan)

ing extended coverage attached to insurers were not going to pay.

fire insurance policies.

Mr. Lennon made the declara-
tion after congressmen Fred Rich-
mond (D-Brooklyn), Ted Weiss
and Elizabeth
Holtzman (D-Brooklyn} met with
him to discuss their concerns
about insurers balking at paying
claims.

"l was approached by mer-
chants when | toured the looted
areas who said agents had advised
that looting wouldn't be covered
under extended coverage,” he
said. "But as far as | know, no in-
surance company is balking at
paying claims."”

The Federal Crime Insurance

Robert Hunter, deputy federal Agency and the N.Y. FAIR plan,

insurance administrator, also ex-

the major insurers for the store-

pressed concern about rumors that owners' damages, said they are

judging their cases on an individ-
ual basis.

Approximately 800 claims have
been filed to the Federal Crime
Insurance Agency, which is brac-
ing for 1,250 claims and more than
600 claims have been sent to the
FAIR plan.

The Federal Crime Insurance
Agency intends to make a "liberal
interpretation” when determining
whether looting occurred during
the time period of a riot or in a
riot location, according to Mr.
Hunter.

"If looting destroyed stores that
were concentrated in a six-block
area, and one block over another
store was destroyed, then we in-
tend to pay the claim,” he said.

Now theres Only one

But he added that if a store was
looted in an area that was dis-
tant drom the concentrated loot-
ing, the claim wouldn't be paid.

Merchants will also be barred
from collecting damages if the
looting of their store occurred sev-
eral days after the blackout.

According to Richard Breuckner,
president of the FAIR plan, his
company will "be waiting for
people to prove their cases. We
have to interpret facts within the
individual contracts.” He added
that the FAIIR plan expects its
claims to total $20 million.

No estimates on the total num-
ber of claims from business inter-
ruption were available from the
American Insurance Assn. =

fire fighter you really need to call.

Chemetron.

One of the leading designers and manu'acturers
of engineered fire suppression systems,
Chemetron has expanded its product line
dramatically. The result is a complete range of
systems for industrial and -ommercial applica-
tions. That means Chemet-on can bethe one

company to provide you with the ideal fire fighting
system for any fire hazard.

Now, for all your fire protection needs, write
Chemetron Fire Systems, 111 E. Wacker Drive,
Chicago, IL 60601. Or call your local Chemetron
Fire Systems distributor. He's listed in the Yellow
Pages under "Fire Protection."

%%

Star®Sprinkler.

Automatic life, safety, and
property protection.

For office, industrial and commer-

cial installations, Star Sprinkler

offers a complete line of standard -

and specialtysprinkler heads,

valves and accessories. The

sprinkler heads feature quick
installation and come in a broad

range of styles and sizes. And

economically priced valves and

accessories are designed for
reliability and easy maintenance.

r/7
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Blue Cross moves into prepaid legal-cautiously

By FRANK MARKOWITZ

NEW YORK-Blue Cross, the
nation's largest health insurer, is
now moving into prepaid legal in-
surance. Although caution char-
acterizes most efforts, at least one
plan has the ambitious goal of en-
rolling 60,000 persons by 1979.

Minnesota and New Mexico Blue
Cross units are experimenting
with small, controlled projects.
Indiana's Blues will possibly be-

Safety First protection.
A match for any fire.

gin a plan this fall. Blue Cross
plans in Greater New York, New
Jersey and Maine have shown ser-
ious interest, but have run into
state.legislative restrictions.
However, Western Pennsylvania
Blue Cross is by far the most am-
bitious. The Pittsburgh-area unit
hopes to enroll 60,000 subscribers
and dependents by 1979 and tap
a growing market in the 1980s, ac-
cording to vp Robert Schuler.
With premiums averaging $84

Chemetron delivers Safety First fire protection
in a form suited to your needs. Fora wide
variety of applications, Safety First offers dry
chemical and Halon protection in engineered
systems, wheeled engines and hand-held

extinguishers.

1/

to $96 a year for individual and
family coverage, Western Pennsyl-
vania projects prepaid legal rev-
enues of seven figures by 1979.

Initially, the insurance will be
offered only to employer and asso-
ciation groups as an employe ben-
efit by a special Blue Cross sub-
sidiary. If enough interest devel-
ops, Mr. Schuler said, his unit
might then extend the plan to in-
dividuals.

Blue Cross spokesmen through-

out the nation believe legal in-
surance is gaining support among
unions, although a number said
strong interest is still sometime
off in their areas. Boosters point
to the United Auto Workers plan
to provide legal coverage for 150,-
000 Chrysler employes as a bell-
wether for other unions.

One obstacle to immediate ex-
pansion in this field is antagonism
toward rising health insurance
costs, according to a number of

4 ' Fire Boss®protects the
petrochemical industry.
Chemetron's Fire Boss special hazard trucks
and skids put fire protection where it's needed.
These dry chemical and twin-agent extinguish-
ing units are ideal for such remote applications
as petrochemical plants and oil rigs.

—
e
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o
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Cardox®(02 and Halon 1301.
Reliable safety for people and equipment.
Chemetron engineered systems are among the fastest

and safest methods of fire suppression for such sensitive

areas as control rooms and computer facilities.

Low-pressure Cardox systems need only a single CO, storage
unit. They're easy on space and easy to modify. High-pressure Cardox
CO, tanks suppress "hot spot" fires fast.

cHEMmM, mon

Fire Systems

Chemetron Corporation

Blue Cross spokesmen.

"We spend enough time just try-
ing to tell people why their health
care costs are going up without
telling them, 'Hey, we've got a
nifty new benefit." That's the way
to get thrown right out the door,”
said one Blue Cross representative.

Whether local interest in legal
insurance currently equals Mr.
Schuler's expectations is an open
question. Most Pittsburgh employ-
ers and unions contacted by Busi-
ness Insurance showed only mild
interest in the prospective offering
and had little knowledge of it.

Employe benefit rnanagers at
Alcoa (Aluminum Co. of Amer-
ica), Westinghouse Electric Corp.
and Pittsburgh National Bank said
they don't see much immediate
employe pressure for the coverage.
Spokesmen for the United Steel
Workers and the Service Employes
International Union ranked legal
insurance behind other benefits.

Mr. Schuler believes there is
strong and growing national in-
terest, largely resulting from a re-
cent change in the tax laws mak-
ing prepaid legal insurance cover-
age deductible for both employer
and employe. A 1972 revision of
the Taft-Hartley Act, making le-
gal insurance a negotiable de-
mand, may have opened the door,
according to Mr. Schuler and
others.

The Western Pennsylvania plan
is a modified open panel model,
contracting with independent law-
yers throughout the region. Blue
Cross initiated it after getting
favorable results from a 1972 mar-
ket survey in the Pittsburgh area.

An open panel allows a sub-
scriber to choose an attorney of his
choice; a closed panel plan limits
the choice to attorneys agreed to

by the program.

"lgal insurance was given a
very high rating by people who re-
sponded to our survey. We found
that we'd be meeting a social need
by making this service more read-
ily available and affordable to the
public,” Mr. Schuler said.

The Western Pennsylvania unit
will offer a three-step plan. The
basic policy will cover consultation
and legal services, such as docu-
ment preparation, up to a maxi-
mum of about 30 hours annually.
Premiums will run $36 to $48 an-
nually for individual coverage and
$60 to $72 for families.

Continued on page 12

It may pay
to seaarate

your lexas
workmen's

comp coverage.

Placing workmen's
compensation with Texas
Employers' saved our
policyholders over $27.9 million
in 1976 alone. Even though the
state of Texas sets rates for all
carriers in Texas, we're ableto
returnsavingsfromoperational
efficiencies (yours and ours)
directly to our policyholders.
That's why many national
companies separate the Texas
portionoftheirworkmen's
compensation coverage.
Find out how separate Texas
coverage may pay off for you.
Call our National Accounts
Division at 214/653-8212
- Texas Er-mnpLovems.

. A G TICON

INSUMahece

Dallas, Texas 75221

Employers Insurance of Texas:
Texas Employers- Insurance Assn.
Employers National Insurance Co.

Employers Casualty Co.
Employers National life Insurance Co.
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Legal. ..

Continued from page 11

A\ first endorsement will in-
clude courtroom defense and ne-
gotiation up to $1,000 a year and
$500 a case. Premiums for plans
with this endorsement will rise
to $60 up to $85 for individuals
and $95 to $120 for families.

The second endorsement is com-
parable to major medical cover-
age, Mr. Schuler said. It will cover
80% of legal costs up to $5,000
annually, with a $100 to $200 de-
ductible. Premiums for this ex-
tensive coverage will be approxi-
mately $85 to $110 for individuals
and $130 to $165 for families.

The basic policy contains strict
limits on specific legal services,
Mr. Schuler noted. For example,
a policyholder is entitled to a
maximum of four hours work on
an adoption.

This is a precautionary meas-
ure, Mr. Schuler said. "We don't

Because you enJOy all of the advantages of self insurance

know what the average usage is
going to be. This is a new field
and there has to be some way in
which a carrier can limit his lia-
bilities, or a policy could be show-
ing $3 to $4 for individuals and
$5 to $6 family (in monthly pre-
miums) and it could be costing
you $10 or $20."

While coverage for plaintiff ae-
tions will not be offered at first,
Mr. Schuler said Blue Cross may
eventually include this benefit
with safeguards against abuse by
suit-happy policyholders.

"l can see down the line de-
veloping it in some policy where
there's a good coinsurance fea-
ture, perhaps a 50-50 sharing so
the plaintiff has some stake in the
action. But we've got to get ex-
perience first."”

That cautious attitude is re-
flected by the other Blue Cross
units testing this new market.

Buyer interest in legal cover-
age seems to vary widely, depend-

while we cover all of your service needs from A to Z.
And that includes all phases of administration . . . loss control,
claims investigation and adjustment, monthly computerized

analyses. We have the staff of experts it takes to get the job done

and done right.

What's more, we have nationwide facilities to guarantee you

fast and effective service, no matter where you're located.
And when you deal with Hewitt, Coleman, you're doing
business with the oldest and largest independent Safety and
Claims organization in the country. We have over 50 years
experience in every aspect of self insurance administration.

So if you'd like to know more about how Hewitt, Coleman

can serve you or your captive, just send us the coupon.
And we'11 put the frosting on the cake.

Hewitt,Coleman
kssociates,Inc.

Atlanta/Greenville, S.C./Orlando/Sarasota, Fla./Detroit/Indianapolis/Des Moines/Jackson, Miss.

ing on the geographical area, the
type of industry involved and
local union pressure.

Minnesota Blue Cross has a
subsidiary in its second year of
administering limited legal cover-
age for 400 teachers.

"The teachers' program has
been quite successful," a project
worker said. The 400 teachers
used about $13,000 worth of ben-
efits in the first year and 30%
to 35 % filed claims for advice and
office services, according to re-
searcher Barbara Johnson.

The program was jointly initi-
ated and funded by the Minne-
sota Bar Assn. the Minnesota Ed-
ucators Assn. and Blue Cross.

A Minnesota Blue Cross spokes-
man doesn't fBresee expanding
the program in the near future.
He believes any growth in the
field will come from pressure by
very strong unions, like the UAW,
which already have extensive em-
ploye benefits in traditional cate-
gories.

By contrast, an Indiana Blue
Cross representative believes his
heavily-industrialized state is an

excellent market for prepaid legal
insurance.

Like other Blue Cross legal
programs, the Indiana proposal
would have a strict schedule of
indemnity limits. Blue Cross is
not allowing participating at-
torneys to set "usual, customary
and reasonable fees" because of
concern over price Eixing.

"We're not going to let the
lawyers rape us like doctors
sometimes have," said an Indiana
spokesman.

The Indiana open panel pilot
program is aiming for a fall start
and hopes to serve 2,000 to 3,000
nnernbers the first year.

Premiums will be about $72 an-
nually for a $265 limit for office
services, $1,500 for courtroom de-
fense, $500 for administrative ac-
tions such as real estate closings
and $500 for marital actions. -

t how | can have my cake and
e your free, mformative booklet

Self Ins

Nsme

Company

Adriregg
1 City

anagement Profit Tool for the Seventies

Stae Zip

Hewvi, BusBa6& Semintiie 1South Carolina 29608

(803) 2424350

Flood loss
estimated at
$42 million

By FRANK MARKOWITZ

NEW YORK-Federal flood in-
surance should cover the vast ma-
jority of claims resulting from the
recent Johnstown flood, which
caused $100 to $200 million in
damages as it roared through
eight Pennsylvania counties.

The 14,000 federally subsidized
policies in the area will cover 30%
to 50% of total losses, predicted
Sam Wiese, general manager of
the National Flood Insurance
Assn. He said that the NFIA, a
partnership between 132 insurance
companies and the federal govern-
ment, is practically the only car-
rier insuring against flood loss in
Pennsylvania.

Insured losses totaled $42.5 mil-
lion, the American Insurance Assn.
announced, with only 10 % of that
in commercial policies. The AIA
also said that NFIA is the only
significant commercial underwri-
ter affected except for $1.5 mil-
lion in, anticipated inland marine
merchandise-in-transit payments.

Following a nine-inch downpour
on the night of July 19, the Cone-
maugh River overflowed its con-
crete-reinforced banks and raced
through a large valley not far
from Pittsburgh. The waters killed
at least 62 people, displaced thou-

sands and left many buildings in
rubble.

Commerce in the area is largely
limited to retailers, restaurants
and small manufacturers. The ma-
jor exceptions, mines and steel
plants employing over 12,000
workers, were severely damaged
by water. But spokesmen for Beth-
lehem Steel Corp. and United
States Steel Corp. said their facil-
ities are self-insured. They de-
clined to estimate the damage.

Claims processing is being han-
dled as fast as possible Mr. Wiese
said. In those frequent cases where
damage is obviously greater than
the value of the policy, the claim
will be paid before a full adjuster's
report.

A large percentage of those cov-
ered by NFIA bought policies just
this winter after Governor Milton
Shapp urged the purchase of such
insurance. Fear of flooding from
ice-swollen rivers during the se-
vere winter also prompted NFIA
to start a major marketing effort.

One NFIA official estimated
that 85,000 policies were added in

the state in about one month.

Mr. Wiese said that if the flood

had occurred several years ago
only 10% of losses would have
been covered, compared to the
30% to 50% estimate this time. At
the end of 1975, NFIA had 400,000
policies; today the figure is close
to 1.5 million.

The federal flood insurance pro-
gram will not be the only source
of aid to the area.

The Small Business Administra-
tion opened up shared field offices
in ,the Johnstown area and is pre-
pared to write up to $100 million
in loans for the region, according
to J.B. Alexander, chief of dis-
aster operations for the SBA.
Commercial loans, available up to
$500,000, carry interest of 6% %.

Johnstown is no stranger to
flood disaster. Eighty-eight years
ago 2,300 persons died when a
Conemaugh dam collapsed, and
that catastrophe went into legend
as the "Great Johnstown Flood.”
After a smaller flood in 1936, the
U.S. Army Corps of Engineers
spent some $7 million on flood con-
trol projects, apparently to no
avail in the recent disaster. -
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Carter backs
later age
onretirement

WASHINGTON — The Carter
administration has backed federal
legislation calling for the end of
mandatory retirement at age 65.

Labor Secretary Ray Marshall
said the administration supports
legislation that would forbid pri-
vate employers from forcing
workers to retire before age 70.

A bill (HR 5383) introduced by
Rep. Paul Findley (R-I1L) would
do just that as well as eliminate
mandatory retirement for federal
employes.

Mr. Findley’s proposal cleared
the House Education and Labor
Committee in July by a sweeping
33-0 vote, an indication of the
massive congressional support be-
hind the measure. The Illinois
congressman told Business Insur-
ance that he expects the full
House to act on the bill in Sep-
tember.

Over in the Senate, Sen. Jacob
Javits’ (R-N.Y.) proposal (8.
1173) would gradually raise the
age of retirement so that by 1985
involuntary retirement would be
eliminated completely.

A bill (S. 1784) with a more
limited scope, introduced by Sen.
Harrison Williams (D-N.J.),
would raise the retirement age to
70 in three steps over a two-year
period following passage. Hear-
ings on those proposals have not
been scheduled yet.

On the judicial level, the Su-
preme Court will hear arguments
next term on whether companies
can force employes to retire be-
fore age 65.

At issue is whether a United
Airlines pension plan that re-
quires retirement before age 65
violates the 1967 Age Discrimina-
tion in Employment Act.

The outcome of the Supreme
Court decision and the bills in
Congress will have a major im-
pact on thousands of pension
plans across the country. A recent
Labor Department study found
that about 40% of all pension
plans require mandatory retire-
ment usually at age 5.

Meanwhile, a study of top exec-
utives at 400 companies showed
that 65% favored mandatory re-
tirement at age 65, 32% were op-
posed and 3% didn’t know.

» The need to “create job open- do
ings and advancement oPporttmi- ~h _“
ties for younger people” was the (e S
biggest reason execugves favored j L—* [fi-’*i 1€ (—Ai I '—U\-Av ”‘i \ U_W
mandatory retirementf, according

to William H. Mercer Inc, an

P
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employe benefits consulting con- @Mﬁi@‘ xperiencegandiicapa L_,\_Uhé yours

TR : ; of H?Jiﬂai"@i}) /eloped
Plans to allow employers to = e
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ever, were favored by 49% of the e et Dol i in?mﬂur'\{!?_ﬁ’;v M‘ eekithe "“@@&jlm;ﬁ{!m 417\ :

executives. These executives rea- | (ECES- . MYL)/A ﬁj NIUNDI AL RITERSICircle’ofP w\a lec:
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'poor performers and lets employes :
pursue personal interests at an
earlier age. Of the executives
' . polled, 32% opposed early retire-
ment programs, saying the pro-
gram is expensive and deprives
companies of valuable employes.
Some 19% didn't know whether
they favored or opposed early re-
tirement. "
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New post

William V. King has been
elected president of the Los An- | :

geles chapter of the Insurance
Accounting and Statistical Assn. LUNDERWRITERS, INC.
He is vp and treasurer of Nation-

al American Insurance Co. of 610 Povdias Street - New Orleans. Louisiana 7030 - (304) 524-4131
California in Lakewood, Calif. Branch offices in Las Angeles ' Houston'Atlante Tulsa
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london line

U.S. business improves for U.K. insurers

By JOHN H. MILLER

LONDON-Business in the U.S.
showed a marked improvement
last year for many U.K. insurance
companies as their total under-
writing losses fell to $122 miillion
in the fire, casualty and auto
sections compared with $198 mil-
lion in 1975,

This was on the basis of prem-
ium income which rose to $2 bil-
lion from $1.5 billion in 1975. The
loss ratio was cut from 13% in
1975 to 5.9%.

But it was mainly in the auto
section that they benefited, large-
ly through the effect of selective
underwriting combined with rate
increases in some areas it is re-
ported.

These returns relate to compa-
nies in the British Insurance Assn.
which operate in the U.S. The
global results for Lloyd's will be
issued separately in September.

World premium income of the
300 companies in its membership
rose to $10 billion, but under-
writing losses fen to $250 million,
a loss ratio of 2.7%.

Unfavorable trading conditions
were reported from many coun-
tries in Western Europe, particu-
larly in Belgium and the Nether-
lands.

Now the British Insurance
Assn. is planning a $1 million
campaign to fight a Labor Party
scheme to nationalize seven lead-
ing U.K. insurance companies.

The Labor-controlled U.K. Gov-
ernment under Prime Minister
James Callaghan has not yet ac-
cepted this scheme for legisla-
tive process and there will be
strong opposition from the oppos-
ing Tory Party to any political
moves which might affect the fu-
ture of the nation’'s insurers.
Lloyd's will in any case be ex-
cluded from any potential state
ownership.

Shipping casualties

Shipping casualties in the first
six months of 1977 may cost in-
surers more than $200 milh on,
according to sources at Lloyd's
intelligence department.

There have already been 23
agreed settlements so far this year
and many more serious casualties
are under examination with a
view to losses being accepted.

But gross tonnage lost has
fallen to 321,399 tons compared
with 495,571 tons in the first half
1976.

C.U. pullout

The effects of Commercial
Union's decision to pull out of
direct business in West Germany
and Austria are now being stud-
ied in London where it is felt
its U.S. operations may benefit
through greater capacity.

But Jack Emms, newly pro-
moted chief executive of Com-
mercial Union, told Business In-
surance: "We're not sure yet
where we will use the money
from the sale of our business in-

terests in these two countries.

Benefit payments

Benefit payments by U.S. life
insurance companies totaled $24.6
billion- during 1976, an increase of
9.2 % over 1975, according to the
Amerioan Council of Life Insur-
ance. Payments to policyholders
and annuitants totaled $15 billion
last year, an, increase of 12.5%.
Payments to beneficiaries totaled
$9.6 billion, a 4.4% increase.

"We will consider in the course
of our planning exercises for 1978
which territories can make best
use of the money that will be-
come available.”

The decision to sell its two local
subsidiaries to Allian=z VVersicher-
ungs, a big German group, was
made by C.U. because it felt the
proceeds could be used more
profitably to support its other
overseas operations.

This will amount to about $25
million, representing less than
4% of its assets and will free the
company from operations which
have not been notably successful.

The group's German subsidi-
ary, Deutsche Elementar Versi-

cherungs, made a small loss in its
last financial year on premium
income of $14 million. The Aus-
trien subsidiary, Anglo-Elementar
Versieherungs, moved into a small
profit on premium income of $63
million.

Foreign operations of Commer-
cial Union are being reviewed in
the normal way following the
departure of its former chief ex-
ecutive Gordon Dunlop, who was
in charge when major cuts were
made in its U.S. business.

But Mr. Emmms emphasized:
"There is no present intent to
dispose of shareholdings in any
other subsidiary companies. We'll

continue to cover international

risks in both Germany and Aus-
tria and will maintain our agency
connections. We're only making
the change because we believe
the two companies will have bet-
ter opportunities for local expan-

sion and profitability under Al-
lian=z."

Lloyd's man

Douglas Greenall, head of in-
formation and publicity at Lloyd's
of London, is to retire in October
after 42 years' service with the
Corporation of Lloyd's. He will
be succeeded by C. Leonard Kir-
by, currently chief press officer,
whose vacancy will be filled by

AnNnnouncing
Honeywellk Alpha 1000.

Acost,effective,

computerized ke and security system
built on common sense.

Honeywell knows a modern
protection system has to be reliable.
And capable of prompt effective
response. But we also believe it has
to be fiexible enough to
accommodate changing code
requirements and owner needs.
And finally, that system must be
affordable - in smaller buildings
as well as in high rise giants.

Our Alpha 1000 is that
kind of system. And more.

A system that fits you.

Today and tomorrow.
Common sense told our

engineers that no one wiints to pay
for more protection than he
needs. So we've designed Alpha
as a flexible, modular system

you can tailor to your precise size

David Lamer, also of Lloyd's in-
formation department.

Marine safety

Marine insurers are welcoming
new moves to improve ship safety
which have been supportd by
Britain and other North European
countries.

They are expected to form part
of an international convention
which will legalize mintmum
standards for all aspects of ma-
rine operations as soon as it is
brought into force.

It was drafted dnitially last
year and it can become effective
as soon as 10 countries represent-
ing 25 % of world tonnage agree
to comply.

Britain is expected to ratify
by end-1978, supported by other
European countries as well as
Japan, but the position of the U.S.
is felt in London to be problem-
atical eis it is considering domestic
action on merchant shipping. -

and performance requirements.
Small and inexpensive enough for
a single building, or large

enough for several buildings around
town or in the area.

Security management may

be planned as an integral part of
your Alpha system, without
wasteful equipment duplication.
Beginning with intrusion alarms,
your complete security package
can also provide remote door

lock control, access control

card readers and closed circuit TV

surveillance.

Fbr fire protection, you can

start with a basic fire detection and

alarm system, then add "event
commands” to provide control

of fire doors, elevator capture
and smoke control. Guard tour



Association, Zurich-American at odds

Loggers' program cancelled

By MARIE KRAKOWIECKI

NEW YORK-Loggers in New
England have been uninsured
since August 1 when Zurich-
American Insurance Co. cancelled
the safety dividend program it
agreed to write for the wood
harvesters and processors back dn
1974.

The insurance company says it
was losing money on the account
and that the 1,000 members of
the Northeastern Loggers Assn.
(NELA) refused to cooperate in
implementing the safety programs
which Zurich-American devel-
o ¥ X — N oo I —

But the insurance agency whose
two co-owners originated the pro-
gram is bitter about the cancella-

tion and claims that Zurich-
American shortchanged the log-
gers on loss control engineering,
was sloppy in its record-keeping
of loss ratios and held budget
meetings which excluded the
NELA program from being con-
sidered even while it promised
that the program would be re-
viewed.

"One of our biggest complaints
aside from the way we have been
handled is that Zurich-American
never spent anywhere near the
monies allocated, approximately
10% of premium, for loss con-
trol services. In fact, we question
whether any loss control services
were performed for this group
after September of 1976," said
Ernest E. Poore, one of the agents.

Mr. Poore and his partner Les
Young own and run ForPac,
the Norwich, Conn., forest prod-
ucts agency company that created
the loggers' plan which provided
workers' compensation and prop-
erty/casualty coverages for NELA
members in six New England
states. Zurich-American agreed to
write the program after ForPac
had been turned down by 15 other

companies.

The basic part of the program
was the workers' compensation
coverage, which became effective
in April 1974. But Zurich-Ameri-
can also wrote optional coverages
various property/casualty lines
such as general and automobile
fteet liability and equipment
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floaters for large machinery, cov
ering damage due to fire and
other perils.

By the end of 1975, NELA
members had paid Zurich-Ameri-
can about $1 million in premiums
for the program and received an
oral statement from the Chicago-
based insurer that it would remain
committed to underwriting it on a
long term basis.

Less than four months later, a
Zurich-American product man-
ager working on the program sent
ForPac a letter saying the insur-
ance eompany wouldn't renew the
coverage. ForPac appealed to
R.M. Jamieson, Zurich-American's
president, asking him to inter-
vene to keep the progrann going.
According to ForPac, on April

monitoring, voice messages to
instruct building occupants, and
fire department intercommunica-
tions can also be added.

Other Alpha capabilities
include the monitoring of fire
sprinklers and water supply
valves as well as temperature and
humidity in critical locations.
Even total building environmental
controls can be added. Whatever
your needs, Alpha can grow
and change with you, easily
and economically.

How Alpha's comprehensive

protection works.

Complete, centralized
control is the key to Alpha's
effectiveness. When a fire
or intrusion occurs, the system
detects it early, reports it promptly,
and automatically directs a
series of planned responses. Your
Alpha control center becomes
an emergency command post,
providing up-to-the-minute status

reports, pinpointing trouble
spots, recording all events as they
happen, controlling all building
mechanical systems.

Important options include
a television tube (CRT) display
which reports alarm locations
and an automatic printer which
records all messages in full
English language. Two-way voice
communication can also be
provided, along with standby
battery power to operate protective

systems should primary power fail.

In short, Alpha can deliver
the highest level of fire and security
protection you need.

Solid cost-savings are
built-in.

Alpha 1000 makes dollar
sense, too. Honeywell design
know-how helps keep both up-
front and operating costs down.

The system s "brain" is a
highly versatile, but relatively
inexpensive microcomputer. It's
human-engineered for easy
operation. There's no computer
language to learn, no need for
special training. Basic systems
transmissions are multi-plexed;
that is, all messages travel over
one low cost pair of wires. And the
use of thrifty, leased telephone
lines makes it practical to link
a number of buildings with one
Alpha control center.

Most importantly, Alpha
can reduce your risk and the
cost of insuring yourself against it.
Along with increased protection
comes lower security manpower
costs. Adding environmental

controls can add energy savings,
too. The more ways you use your
Alpha 1000, the more cost-
effective it becomes.

The important plus:

Honeywell experience.
With every Alpha 1000
system comes the unique combina-
tion of experience and
technological skill that has made
Honeywell a world leader in
building control systems. You can
depend on high reliability and
advanced state-of-the-art
components. Honeywell's on-site
backup also aids installation,

system checkout and training.
What's more, our nationwide
service network can provide both
ongoing maintenance and
emergency repair service.

There's a lot more to Alpha
1000 than this ad tan tell you.
Please write Honeywell Commercial
Division, Dept. X408, Honeywell
Plaza, Minneapolis, MN 55408.
Let us show you why and how

Alpha protection makes common
sense for you.

It's good business

to run a fine-tuned building.

Honeywell

ninsured

11, 1976, Zunch American agreed
to stay on the program for one
more year, but that it would add
no additional business after Sept.
1, 1976.

ForPac claims that once Zurich-
American made this decision, it
made drastic cutbacks in the loss
control services it provided for
the account even though it had
been paid to perform them.

It further claims that Zurich-
American's loss run figures for
the account had gross errors of

$300,000 which adversely affected
the NELA loss ratio.

The insurer, according to For-
Pac, had said it would review
the program based on loss figures
and would give serious reconsid-
eration to staying on the risk. But
when ForPac met with company
representatives in March 1977,
they told the agency the NELA
program could not be entertained
regardless of the figures because
the company had not budgeted to
service the account at its budget
meeting in January.

ForPac called its interactions
with Zurich-American between
January to the end of March an
"exercise in futility." ForPac said
it had been told in the beginning
of January that Zurich-American

Continued on page 16

AreYou
Insured For
Inflation??

Unless you've just completed a
plant building project or major
purchase of production machinery,
you're in for a shock!

Building costs are up 100% and
equipment costs are up 80% in 10
years. In the last 5 years, building
costs are up 50% and equipment is
up 45%.

Hopefully double-digit inflation
has been slowed, but the effects
have left most businesses
underinsured. It's too late to check
the adequacy of coverage when a
loss occurs-but be assured, your
insurer's adjusters will-that's part
of their job.

A Marshall and Stevens
appraisal of your assets for
insurance requirements is the
starting point to adjust for inflation
for your protection. Our service
segregates the values for
rate-making purposes and
provides the detailed records so
,ita/ to your "Proof of Loss."

And, Annual Valuation Service
of Marshall mid Stevens provides
an economical method of keeping
abreast of inflation in the future.
Sorry-but there's no end in sight!

Please contact our Valuation

Consultantsin...

Atlanta, Boston, Chicago,
Dallas, Detroit, Houston,

Kansas City, Los Angeles,
.Minneapolis, New York,
Philadelphia, Pittsburgh,
San Francisco, St. Louis,
Washington, D.C.

Appraisals by
MARSHALL

AND STEVENS
INCORPORATED

The Asset Management Professionals
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Loggers' program...

Continued from page 15

would review the loggers' pro-
gram but could not meet with
ForPac until sometime in Febru-
ary because of the budget meet-
ings.

ForPac was upset. Historically,
loggers have been considered a
poor risk by most insurance com-
panies, and as an insurance spe-
cialist in the forest products in-
dustry, ForPac knew it wouldn't
be easy to get another insurance
company to take over the pro-
gram. It says that most loggers
and sawmill people wind up in
assigned risk pools and are
charged an additional 8 % over
prevailing premium rate.

It asked Zurich-American to
consider some individual logger's
accounts, but the company said
it would not last June. The month
earlier, ForPac wrote to Con-
necticut Democratic Congressman
Christopher J. Dodd. As a result
of his intervention one major in-
surance company said it would
look at individual logger's risks,
but so far ForPac hasn't had any
response.

In fact, since Zurich-American
announcd its plans to cancel the
loggers' program, ForPac said it
has been turned down by at least
15 to 20 insurance companies. Les
Young said the number might be
even higher than that, because
he and Ernie Poore tried to work
through brokerage wholesalers as
well and had no idea how many
insurers the wholesalers had con-

taeted on the loggers' behalf.

Zurich-American maintains that
the reluctance of other insurance
companies to get involved with
the loggers' program is a pretty
good indication that the risk is
poor one.

William K. Keenan, vp in
charge of Zurich-American's East-
ern zone said that through March
1977, the earned premiums on the
loggers' business were $2,084,647,
but incurred losses were $2,092,-
232, statistics which indicate bet-
ter than a 100% loss ratio, aside
from expenses.

Zurich-American admits having
provided the wrong loss control
figures to ForPac on the account,
however. It says the mistakes
were due to obtaining figures

HOW TO ORDER

B. I. REPRINTS

Readers may now order low
cost reprints of articles that
appeared in BUSINESS IN-
SURANCE directly from this
magazine. Articles are re-
printed on 8 42" x 11" sheets
and carry the BUSINESS IN-
SURANCE credit line cmd
issue date.

Quantity Price™
100 $ 25

Additional 100's

per 100 $ 6.50

1,000 $65.00

For articles requiring more than
one page, multiply the price by
the number of pages needed.
Shipping extra. On quantities
larger than 1.000 and additional

information contact:

REPRINT MANAGER

business insurance
708 Third Avenue
New York. N.Y. 10017

212/986-5050

from the Boston division only.

The company said there was a
misunderstanding because one of
its own employes made a state-
ment that the company did not
budget for the account. "What
he meant"” a Zurich spokesman
said, was that amer August 1976,
written premium projections did
Nnot include Mmonies for loss con-
trol services. The employe mis-
took a projection of written
premium for an expense item and
loss control is an expense and
would not normally be included
on such a projection, the com-
pany said.

Zurich-American said that since
August 1976, its records show
that it made 30 loss control visits
to accounts serviced by ForPac,
but that like many of the visits
it had made before, failed to get

adequate cooperation.

ForPac stands by its assertion
that Zurich-American did not pro-
vide adequate loss control engi-
neering, however.

Les Young says that despite
Zurich-American's claim to mak-
ing 20 visits for loss control afjter
August of 1976 that ForPac did
not receive a single loss control
report on any account from the
insurance company during that
time period.

"To me that would mean either
that there were no inspections
made during that period or that
we've got superior risks that
wouldn't require any recommen-
dation,” Mr. Young said drily.

ForPae expects most of the em-
ployers to wind up back in as-
signed risk pools with an 8% sur-
charge and few loss control serv-
ices. The end result, they say,
would force small employers out
of business or outside the law by
providing no workers' compensa-
tionmNn coverage. -

MEMO FROM
MARSH & McLENNAN

.—k< rrF

b | /7

LogEers have his-criza ly been considered poor risks by most insurance
corrpanies. Zanceliction of the Zurich-American program mcy force

smail emploiers out of business.

Isn't that doll
in the Mmiddle
worth the

price of a
smoke alarm?

Fire takes 12,000 Lives ayearin
the United States. Even more
unsettling is the fact that the
vast majority of serious home
fires strike during sleeping
hours. when all of us are virtu-
ally defer_seless against fire's
early-warning signals.

When ycu weigh the fact that
home fires also ravage over one
billion dcllars in property, the
dimensicns of such disasters
begin zo emerge.

Burst.ch sullen statistics are
now largely avoidable with the
adveni cfeffective, inexpensive,
easily installed smoke alarms
that maintain a 24-hour vigil in
your home.

Early-warning systems:
how they work.

One type is based on an ioniza-
tion chamber that is highly sen-
sitive to the invisible products of
combustion. Another contains
aphotzelectric cell that responds
to minute traces cf smoke. In
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Pennsylvania eyes lid on work comp rates

HARRISBURG-lagislation has
been offered in the Pennsylvania
house that would prevenit boosts
in workers' compensation rates for
small firms with good safety rec-
ords.

- The measure provides that pre-
miums of less than $1,000 on poli-
cies against which no claims have
been filed shall be permanent un-

. less the insured's experience rat-
ing changes.

Malpractice law Killed

FRANKFORT, Ky.-The Ken-
tucky Supreme Court has upheld

a lower court ruling that over-
turned Mmost of the state's 1976

medical malpractice insurance law.

In a unanimous decision, the
high court struck down sections of
that law that created a patient's
compensation fund, financed by
assessments on doctors and hos-
pitals, to pay for malpractice set-
tlements over $110,000 and re-
quired that all physicians and hos-
pitals carry inalpractice insurance.

State insurance commitssioner
Harold MeGuffey said that the
decision "destroys the meat of the
malpractice law.”

Attorney fees

MADISON, Wis.-The Wiscon-
sin assembly has approved and

sent the senate a bill allowing
courts to award court costs and

attorney fees to the successful par-
ties in lawsuits if the judges
deemed that the lawsuits were
frivolous. Sponsors said the bill
was intended to discourage the
filing of suits that have little
chance of success and merely clod
up the judicial system.

lllinois work comp

CHICAGO-The state manufac-
turers association says the recent
legislation amending the state's
liberal workers' compensation law
ds "merely cosmetic." The group
says a study done by the National
Council on Compensation Insur-
ance shows the changes will result
in only a 2.6% decrease in rates.

Work comp increase

BOSTON-State insurance com-
missioner James M. Stone an-
nounced approval of a 6.8% in-
crease in rates for workers' com-
pensation insurance. The boost
will add $15 million a year to em-
ployers' premiums. Stone said the
increase was designed to reflect
changes in benefit levels passed
by the legislature last year that
became effective this year.

Kentucky commission

FRANKFORT-Gov. Julian
Carroll of Kentucky has named a
seven-member insurance regula-
tory commission to share the re-

sponsibility of rate setting with
the state insurance commissioner.
The governor said the new agency
would function similar to a pub-
lic utility commission and would
have a strong lay membership.

New option

AUGUSTA-Gov. James B.
Longley of Maine has signed into
law legislation requiring health
insurers to offer as an option to
their subscribers home health care
coverage. The insurance would
cover the cost of nurses or thera-
pists in the home when their serv-
ice is prescribed by a doctor and
is in lieu of hospitalization.

either case, when the detector is
activated, the unit sends out a

piercing signal to alert you that
danger exists.

Detection at this time can often

11.590 Qher

How fatal
Sources

residential 4.3%  Arson
fires start 7.0% Cooking
Stoves

7.5% Electrical

13.8% Heaters

56.0%  Smoking

Source: National Fire Protection Association

mean the difference between life
and death. The sooner your fam-
ily is warned, the more chance

they have to escape. The sooner
help arrives, the mone likely it is

that family possessions, frequently

irreplaceable, will be saved.

We're not promoting a particular

brand; Marsh & MelLennan doesn't

make or sell smoke alarms. Our
overriding concern is keeping
your family from being harmed
and your possessions from
being lost.

Our first-hand
experience with fire.

Through our association with
commercial and industrial prop-
erties in the area of loss control
and prevention, we have seen
what can happen when practi-
cal safety procedures are not
observed. We have learned how
much easier it is to prevent per-
sonal injuries and property loss-

Mors'1&

MELG6110-an

es than it is to try to rectify the
results of a catastrophe.

Well-managed businesses have
long recognized this need on a
strictly practical basis: a little
planned effort can lead to sub-
stantially less time lost through
accidents, and far fewer claims.
Not surprisingly, good hazard

control programs can also lead
to lower insurance rates.

Unfortunately, what is so com-
monplace in business is too
often neglected at home. It could
be a fatal mistake, which we urge
you to correct-today if possible.
Your family deserves it. Consider
it simply an extension of the
security you strive to provide in
so many other ways.

Doesn't this seem to

make good sense?

We hope so. We hope the peril is
as clear to you as it is to us. As
the world's leading insurance
broker, we feel a responsibility to
apply our broad experience in
the field of loss prevention wher-

ever it seems to do the most good.

We have seen the tragedy of fire,
close-up, too often not to try to
do what we can to prevent it in

the future. For our part,
if this"Memo from Marsh &

MeLennan" saves a single life,
it makes it all worthwhile.

Loss control and prevention is a
specialized fteld that has been
recognized as such by Marsh &
MelLennan for many years, and
in our organization functions as
a separate division. Our goal-
and we think it should be yours
-is to take positive action in ad-
vance so that losses, and all the
consequent complications, are
far less likely to occur.

We will be glad to send you,
free of charge, a list of manu-
Jacturers Qf smoke detectors

that have received Underwriters

Laboratories approval, along

with a "Steps To Take If Fire

Strikes" reference chartjor
your home. If you also think

your business would benefit
from our loss control programs,

let us know and we will
send«further information.

Write to Dept. 300-BL Marsh

& MeLennan, Incorpomted.

1221 Avenue oftheAmericas,

New York, N.Y. 10020

Afew ofthe more than 240 prefessionals in loss cantrot whose skills areavailable to our clients

When it comes to insurance, com le ..Se V.

Immunity upheld

FRANKFORT, Ky.-The Ken-
tucky Court of Appeals has reaf-
firmed the doctrine of sovereign
immunity, which prevents citizens
from suing the state for damages.

"It is incumbent upon (some-
one) attempting to sue a state
agency to seek legislative permis-
mon."

The three-judge decision said
sovereign immunity blocks recov-
ery against the Knott County
School Board because it is an agent
of state government.

The appellate court reversed a
decision by the Knott Circuit

Court.

The lower court has awarded
$20,000 to Stephen John Mullins,
a child struck by an automobile on
April 10, 1974, while on the Hind-
man Elementary School grounds.
The boy's father sued Tammy
Combs and Vernon Combs, who
then sued the school board as a
third party.

Work comp panel

ATLANTA-Georgia insurance
commissioner Johnnie L. Caldwell
has formed an ad hoc committee
to study workers' compensation
rates. The committee was formed
after insurance companies request-
ed a 26.6% increase in Georgia
rates. The rate increase was the
third filed in the past year. In-
ereases totalling 16.8% have al-
ready been implemented.

Malpractice rate hike

HARRISBURG-The Argonaut
Insurance Co. has received ap-
proval to increase medical mal-
practice insurance rates by an
average 23.6%. The $2.6 million
hike is one-third of the company's
original request. -

Brokers survey
legal systems

PALMA, Majorca-Insurance
brokers from 14 European coun-
tries have been examining new
legal systems which may affect
their worldwide status.

They resolved that buyers of in-
surance ought to retain the right
of freedom of choice for their
agents or intermediaries and re-
gretted moves in some countries
to restrict this principle.

Moves for self-regu1ation of
brokers have been started in Bri-
tain and may be adopted in other
IEuropean countries, delegates
were told.

European directives on Com-
mon Market intermediaries were
discussed at the conference, which
was organized by BIPAR (Bu-
reau International des Produc-
teurs d'Assurances and de Reas-

SsuuarSarnrnnces=ss ) o =
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Audio-visual screenings highlight workshop

CHICAGO--Three audio-visual
screenings of more than one hour
each followed by working critique
sessions will form the core of
Business Insurance's Employe
Benefit Communications Work-
shop, scheduled for November 7
and 8 here.

Herbent Zeltner, president of
Herbert Zeltner Marketing &
Communications of New York
will lead the critique sessions in
which a dozen different corporate
benefit communications produc-
tions will be viewed and dis-
cussed. Although the audio-visual
communications programs haven't
been chosen, they will be se-
lected from among the hundreds
of entries submitted over the last
four years for the annual employe
benefit communications competi-
tion sponsored by Business Insur-
ance.

Rounding out the program wiill
be presentations and discussion
sessions led by 18 other speakers,
includihg a key government of-
ficial, a noted labor leader, cor-
porate employe benefit executives
from across the country and inde-
pendent benefit consultants.

The two-day workshop to be
held at Chicago's Continental Pla-
za Hotel, in'the heart of the North
Michigan Avenue Gold Coast, will
give corporate communicators,
personnel specialists and benefit
managers an opportunity to hear
and discuss the elements of prize-
winning benefit communication
programs.

Eight corporate managers who
have taken awards for having the
best benefit communications over
the last three years will disclose
the secrets of their efforts, as well
as the thorny side of implement-
ing a corporate program.

Pension reform legislation fo-
cused a spotlight on benefit com-
munications which will not soon
dim. If anything, ER[ISA has been
the catalyst for a good deal of
worry about the information that
employes now must legally be
supplied width about programs.

Discussing how the federal gov-
ermnent views benefit communi-
cations will be lan Lanoff, admin-
istrator of the pension and welfare
benefit programs for the U.S. De-
partment of Labor. Mi Lanoff
will address the subject of what
the Labor Department expects
Som employers.

William W. Wimpisinger newly

Fake disability
claims targeted

WASHINGTON - Federal em-
ployes who fake being disabled
are the target of legislation intro-
duced recently that would require
an independent physicial exami-
nation for civil servants claiming
compensation for work-related in-
juries.

Sen. Dewey Bartletfs (D-
Okla.) bill (S. 1867) ris aimed at
eurbing the skyrocketing claims
of federal workers allegedly in-
jured on the job, quaMfying them
for 75% of their salary tax-free.

Sen. Bartlett's proposal would
close a gap in the 1974 amend-
ments to the Federal Employes
Compensation Act that allows
federal workers to choose any
private physician to certify a job-
related injury without an inde-
pendent second opinion.

The legislation would close that
gap by requiring the employe
claiming the disability to be ex-
amined by either a U.S. medical
officer or a physician designated
by the secretary of labor. -

elected president of the Interna-
tional Assn. of Machinists, will
represent the employes' views
about whether corporate employ-
ers do an effective job of commu-
nicating the benefits they provide
for workers. Joining Mr. Wimpi-
singer is James H. Mayes, director
of communications for Standard
Oil of indiana, who also has some
outspoken views about what em-
ployers can do to make themselves

understood when they're commu-
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nicating benefits to employes.

Choosing a benefit communica-
tions consultant is the subject to
be addressed by John M. Shores,
director of personnel and purehas-
ing for Birmingham News Co. in
Birmingham, Ala., and Robert
Sjogren, manager of benefit de-
velopment for Xerox Corp., both
of whom have a lot of experience
with consultants.

Budgeting for benefit communi.
cations is the specialty of Eugenie
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Bodenhoff, director of benefit
planning for Hunt-Wesson Foods
Inc., Fullerton, Calif., who knows
all the tricks of keeping her costs
inline.

Early registrants for the Em-
ploye Benefit Communications
Workshop can qualify for a rate
of $285 for the two-day event,
including meals. Additional reg-
istrants from the same company,
also signing up early, qualify for
a 10% discount, or a rate of

$256.50. Lower rates are available
to those who register before
October 26.

The registration fee after Octo-
ber 26 is $320, with additional
registrants from the same com-
pany qualifying for the 10% dis-
counted rate of $288 per person.

For registration and hotel infor-
mation, contact Mary Anne En-
gelhardt, Crain Education Divi-
sion, 740 N. Rush St., Chicago,
1. 60611, or call 312-649-5241. -
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When your property needs protection, call out the Cavalry.

Kemper has the kinds of property So when we say we're with vou

protection you need. Coverages for she long ride, we mean exactly
ttat are broad. Flexible. that

Irnovative. And priced right.

Call the people who cover your territcry. Your 1 1 9[Zm pe InsuRance

We ride hard to protect our independent agent or broker who represents companies
. ' us. O- write Pete Standbridge, Sales Manager,
policyholders. And we've been :
Kemper Insurance Companies, Long Grove,
doing it for some sixty years. llincis 60049.

We're riding hard to serve you better.
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A guide to warehouseman's liability, )

= Al:
13:
a difficult risk for firms to manage
By William H. Rodda, CPCU customers The employe's act probably tionally extend his liabihty beyond the
. would be construed by a court as negligence negligence liability which is imposed by 8 1
President of the employer-(bailee, making hHm liabae law An advertisement specifying "fire-
Marine Insurance Handbook Inc. to 'the owner for loss or damage to the proof storage” or to the effect that "all /4
Chicago property.
. . preted by a court as implyang a contract 0O¢«

T HE W"REHOUSEMAN can lose a for- Prima facie problem which guarantees reimbursement to the L., E 1

tune if property in his custody s lost The prima lacie evidence rule is another owner for loss or damage A statement or
oi destroyed under circumstances that nasty comphcation The bailee is presumed agreement by an employe to provide some
make him liable. Warehousemen's legal 11- to be guilty of negligence unless he can service may extend the ballee’'s liability. - rmim,..1 a. . 4dszm
abilitty insurance (has been difdicult to secure prove otherwise The ballee or his em- A bailee may also extend his liability

m many cases Insurance manual rates and ployes usually are the only persons around by breathing the bailment contract A fur- -,

INSUYANCECAMTantes to"atjust covarage to oW Wotlt Rave Tt chance ot provig foraiovetoBaffalo and agreed to place . .

11
SRR AR P
a pokyholder's needs and to control the neghgence because he wasn't there So, the property m a fireproof warehouse The :
insurance company's exposure to loss the courts have said to the ballee, "You goods were not stored in a fireproof ware- Warehouseman mcy be helo lictle for carr-
A new development should amprove flex- have the best knowledge of what hap- house as agreed but were stored in a nion- age even when -hey have provided excel- !
ibility The National Assn of Insurance pened to the property You must reveal fireproof warehouse It burned There was lent care and good procedures
Commiissioners has recommended that the your knowledge In the absence of proof no evidence of neghgence on the part of
states adopt important revisions in an in- to the contrary, you are liable for the loss. the bailee in connection with the fire ments are hkely to be upneld where the

surance regulation which IS known as the This prima fame rule does permit re- However, a court held the bailee-ware- charge for storage differs tetween full

nationwide manne defimtion These revi- buttal by the bailee This makes it essen- houseman liable for the loss. Said the hability and limited liability

sions will pennit marme insurers to cover tial for the warehouseman to keep detailed court, The rule is that where a ware- Thus we see that the war€houseman

all property in the custody of a ballee with- records of all occurrences that might re- houseman, without authority, changes the may be held liable for loss or damage to

out the red tape which has been in effect sult in loss or damage He must be able place of storage to a less safe place he IS property despite excellent care and good
What as the Jiabltlity of a warehouseman to prove by evidence that the loss did not held responsible for all subsequent loss or procedures What insurance iE lustified to

as a bailee') The operator of a warehous- resul't from his negligence if he is to avoid damage to the goods The unauthorized protect against damaging liabilit.es?

be rt household furniture storage or a gen- liabihty - change of place of Storage is a breach of Several perils may cal-se c atastrophic
eral storage warehouse-is a ballee in rela- What is reasonable care, It is roughly contract and technically a conversion " loss Fire is ione of the more obvious A
tion to property in his custody The bailee that degree of care that a prudent person total or near-total fire loss is pcss_ble even
must provide reasonable care and must not would give to pnoperty of his own under Limiting liability with automatic sprinklers and other pro-
be neghgent That sounds simple but there like circumstances. A greater degree of Can the warehouseman restrict or elm- tective devices. Failures do cceur

are complications care is required for valuable articles, such inate his hability? Courts have generally The chances of a catastiophc wind loss

Negligence of a ballee's employe general- as antiques, for example, than for ordinary held that lit is against pubhc policy to per- can be measured by the 1ccat cn and con-
ly is considered to be negllgence of the em- furniture This is especially true if the mit a ballee to abrogate liablhty complete- struction of the warehouse A one-story
ployer An employe may carelessly drop a warehouseman holds out to customers the ly. However, a bailee usually can limit general warehou.se maybe subject io major
cigarette or lighted match into trash and facility for storing such valuables the dollar amount of habihty by specifying destruction from a tornaco or hurricane
start a fire which destroys the property of The bailee may deliberately or uninten- limits in the bailment contract. Such agree- Contnued on foHow,ng page

__Consultants Corn€r

Decentralized company consolidates risk management

By Richard S. Betterley trols called for 'by risk management facing it sulting in a cash flow advartage of ap-

However, during our risk anadysis visits In line wath the analysis of current proximately $50,000 annualli However
D. A. Betterley Risk Consultants to the various divisions and plants, we risks facmg the conglomerate, we found as the lusk management departrrent adds
Worcester, Mass discovered that division presidents and that a new acquisition of the company additional professional expertise and

other financial managers were much was involved m produdlng aircraft com- frees-up enough time to set-acnindster
R ECENTLY, we were requested to more amenable and enthusiastic about ponents Because the division was new workers' compensation, anrual savings
do a risk management revxew for more assistance from corporate head- to the conglomerate and because of the are expected to be $150,000 :0 $250,000.

a medium-sized conglomerate Although quarters m terms of safety, loss preven- loose control that management had, this

management was prmlarily concerned tion and risk management duties in gen- risk had not been adequately mimmized. However, it was our recommendation
with our analysis of the risk manage- eral. After discovermg the risk, corporate risk that such mternal adminatration be
ment program for the company, they Thus, as a result of our study, it was management and we were able to effec- postponed whil€ risk maragement
were specifically interested in captive relatively easy for the risk manager and tively reduce the risk. worked on the more productive goal
possibilities, risk management of pro- us to convince top corporate manage- Products liability coverage had pre- of establishing a trulj risk mar:gement
ducts liability and a capabilities re- ment,to install a full-scale risk manage- viously been carraed for $25 million, oriented function.
view of the current risk management ment system and to provide it with ade- which had been adequate for other op- Our engagement included a captive
structure quate and enthusiastic support erations of the company However, air- feasibility study- at tee rec-uest of the
The conglomerate was plumardly cre- craft products hability coverage to $100 conglomerate's top management How-
ated through the additions of entrepre- To assist the risk manager and other milhon was necessary Fortunately, the ever, we recommended at that :ime that
neurial manufacturing companies For financial staff m installing the full risk risk appeared 40 have been discovered the establishmen: of a captive be post-
the most part, the entrepreneur was re- management system in time poned until the risk management de-
tained as the president of the company - A risk identification committee was An additional undirovered risk facing partment could fully apply the oenefits

after it became a division of the con- created 40 Involve a member of each the conglomerate was a contingent risk of risk management to the current sit-
glomerate The management philosophy division in the total risk management exposure threatening $3 milhon pro- uation It was fet that a c:ptive was a

behind this, of course, was that the en- function This was used not only to duction values m a particular division long-term goal
trepreneur had been successful previous- identify risks, but to insert a risk man- Our analyms revealed that the supplier Subsequently, this decision has proved
ly and would be better mortivated by agement 'convert' in each operating was the only U S provider of a certain to be correct, allowlizg the risk manager
contmuing under loose rein from conpo- division component of a division's end product to foci. s his resources on tnly managwng
rate headquarters Thus, a person who had knowledge Subsequent investigation revealed that the risk Despite tne atroclous market
This presented significant problems to of the philosophy of the profession was two Canadian suppliers were avadable conditions of the past two years, the
the risk management staff Each division available to help sell the division man- to produce the identical component risk manager has ben able to negotiate
retained its ansurance program for the agement on the risk management con- the greatly expanded cover-ages recom-
most part and little muscle was available cept Also, he or she was able to func- The contingent exposure risk was mended in our repor. and to mstall the

from corporate headquarters in terms tion as a resource person in-house while eliminated by two methods The creation more efEicient risk managemer-t prac-
of doss prevention Results were that corporate risk management was mstall- of lines of access to the two Canadian tices which we recommended

coverage costs were too high, the cov- ing their own risk management systems suppliers and the decision to purchase We are presently conducting a cap-
erage itself was riddled with gaps and at division headquarters and protect a two months' quantity of tive feasibility study which a :nears to
an insurance-buying as opposed to a risk = The risk identification committee the component Needless to say, the Itsk offer the prospect of substantlar annual
management approach was being fol- and our consulting work allowed the management solution was preferable to savings with coverages and services
lowed in each division, while corporate corporate lusk management to quickly the insurance solution tailored for the conglomera-e
headquarters was trying to pursue the get up to date on the various risks fae- Workers' compensation had been fully

risk management philosophy ing the conglomerate msured throughout the conglomerate Consultants Corner will be a regular

Although the company did have a With the new-found support for the feature of the Perspective Section. Risk

Although top corporate management good risk manager prior to our engage- risk management department by top management, insurance and employe ben-
did believe in the concept of centrallzed ment, adequate support was not pro- management, and the enthusiastic agree- efit consultants are invited to submit prob-
risk management, and the risk manager vided to allow the risk management de- ment of most of the operating divisions, tem-solving studies of 600 words. For

had been trying to centralize the cor- partment to actually identify and analyze It was decided to begin self-insuring the further information contact Susan Alt,
porate function, It was also beheved that the risks in the field With the risk aden- maJor portion of workers' compensation editor, Business Insurance, 740 N. Rush
the entrepreneurdal instincts of each di- tification committee and our work, the Initially, admmistration, loss preven- St, Chicago, 111. 60611 or phone (312)

vision would prohibit the tighter con- company was up to date on the risks tion and claims had to be purchased, re- 649-5278.
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Continued from page 23
companies which "drag their feet"
when deciding whether to under-
write a risk, according to Harry
Ashmore, president O£ G-A In-
surance Agency & Real Estate,
whose Connecticut agency has
used the program.

Coverage through MAP has
been "delayed and fumbled" be-
cause insurance companies are
reluctant to write product liabil-
ity coverage without tort reform,
he said. "MAP's format is excel-
lent,” Mr. Ashmore said, "but the
program is not performing fast
enough. A firm can't be expected
to wait three to five months for
coverage when it should take
three to five weeks."

Insurable risks are eventually
placed but only after the insur-
ance commissioner asks who wiill
take the risk, according to fohn
Riffe, president of Insurance &

Financial Services Inc., a Con-
necticut agency which has also
sought MAP's help. The commis-
sioner uses a tactic known as
"friendly persuasion” to get an
insurance company to insure the
risk, Mr. Riffe said.

The insurance commissioner's
authority is strong because he has
the power to set up an assigned
risk pool if the risks are not taken
voluntarily, Mr. Riffe explained.

Most follow Conn.

The sophistication of market
assistance programs in different
states varies according to the seri-
Iousness of product liability prob-

Ohio uses a referral approach
by directing troubled manufac-
turers to three or four agents who
have experience in .handling a
specific type of product liability
risk.

But most states have used the
Connecticut format as a model.

Connecticut uses a committee
of agents and brokers who ac-
cept an application from an agent
or broker unable to place a prod-
uct liability exposure. The three
to four page application details
the manufacturer's loss frequency
and potential losses and outlines
t_hek agent's efforts to place the
risk.

Agents are charged a $150 fee
for the service in order to sustain
the program and make sure that
agents do their homework before
applying.

If the agent and broker conn-
mittee can't market the risk, it is
passed on to a committee of un-
derwriters, who reinspect the risk
and reevaluate the application to
determine whether the risk is in-
surable and at what price.

Risks that aren't placed through
these committees go to a third
committee that brings agents,
brokers, underwriters and the
department of insurance together.

Connecticut alone has placed

1YS

are what you get when you call First State, the oldest, largest
domestic company formed to write Surplus Lines, Special Purpose

and Reinsurance Business.

When Fairfield Systems Corp., a Connecticut manufacturer of
household, recreational and medical equipment, increased its pro-
duction of medical equipment *om 25% to 75%, The Travelers
Insurance Co. decided not to renew the firm's product liability

coverage.

But the market assistance program was able to renew the cov-
erage with Travelers via a premium jump of 300% for the me-

dium-size company.

"The premium was reasonable considerin

the potential

ghaenger of the medical equipment,” said John Riffe who handled

ccount.

Mr. Riffe said he negotiated with the insurer and MAP to ob-
tain the premium of $5 to $6 per $1,000 in sales, which was un-
available elsewhere. The final premium was a compromise be-
tween the $10 MAP recommended and the $4 Mr. Riffe suggested.

more than 200 risks since it began
reviewing complaints about the
unavailability of product liability
coverage. Only three or four risks
haven't been placed, but these
risks were generally considered
uninsurable.

MAP has helped place risks for
firms that vary in size and that

Need to talk Umbrellas? First State is ready to listen and create specific con-
tracts to meet the individual requirements of your insureds. And we'll write
business over any acceptable, recognized underlying carrier.

First State is also responsive in many other ways

to requests for All Risk

Builders' Risk, Buffers, D.I.C., Vacant Properties, Valued U. & 0., Special
Covers, as well as unusual and unprecedented risks.

So, call First State. We're ready, willing, able and have the capacity to

implement.

Cameron and Colby Co.,60 Batte

At:Class T[r - A M. Best Co.

MULTINATIONAL, PROPERTY and LIABILITY,
MULTILINE THROUGH AGENTS AND BROKERS

(a CAMERO<LBY activity)

CHICAGO, Hartford rleaza Bitildin<6 312-782=5921
ATEANTA 3540 Peachtree R¢*id N.E., 404-6284261

march Street, Boston 02110-417/3574400

produce everything from antique
pistols to sporting goods. But it
has placed the most risks for
companies in the petrochemical
and pharmaceutical industries.

MAP owes its success to the
"highly knowledgeable and spe-
cialized" insurance representa-
tives who are able to seek exten-
sions of coverage or renewals,
Fecommend alternative markets
and provide information to pro-
duers on placing and pricing of
busness, according to Ben Prybu-
tok, \,Pennsylvania insurance com-
missioner.

"Not all agents are experts in
the product liability field but spe-
cialists in MAP are able to tap all
available resources and guide the

risks to these markets," Mr. Pry-
butok said.

Three different cases in Con-
necticut represent the type of ex-
periences MAP has encountered
in placing risks for firms having
good claims experience.

For Desantic Burner Service, a
one-man operation that repairs
oil burners, MAP negotiated with
the home office of one of the ma-
jor insurance companies to force
the local office to renew cover-

age.

Competition

"They kept the premium at
manual rates instead of reducing
premiums, but they charged what
should have been charged," said
Jackson Stearns, who handled the
account through his Fairfield
agency, H. Jackson Stearns & Co.

MAP's assistance for another
firm mean,t increased competition
between insurance companies and
lower rates.

Jayfro Corp., a sporting equip-
ment manufacturer in Hartford,
couldn't obtain any quotes on
coverage after its insurance com-
pany declined to renew coverage.

When MAP was able to obtain
an "affordable" price from an-
other insurance company, Jay-
fro's original insurer decided to
renew at a lower price than MAP
obtained, according to B. S. Fed-
erman, president of B. S. Feder-
man & Co., a New London agency.

"It was a situation where who-
ever got the products c6verage
got the rest of the firm's cover-
age," he said, adding that quotes
from MAP were "within striking
distance" of Jayfro's insurer.

But MAP has not always been
so successful. Although the pro-
gram obtained a quote for the
Commercial Tfeating Co. when no
other quote was available, the
firm's owner decided to self-

"The price was fairly reason-
able but the owner decided it was
too rich for his blood," said G. W.
Goodsell, who handled the ae-
count through his Fairfield agen-
cy, G. W. Goodsell & Son Inc.

Results from other states using
MAP are difficult to measure be-
cause many have just started pro-
grams. All cases in Pennsylvania,
New Jersey and Michigan, for ex-
ample, are still pending. Pennsyl-
vania is working on eight cases,

New Jersey, approximately 20,
and Michigan, 34 cases. .



Mattel ...

Continued from page 1

For the three months between
March and June 1973, the cover-
age was raised to $10 million with
provided by

excess coverage

ISLIC und by Unigard. ISLIC had
a $3 million excess layer and
Unigard had the remaining $5
million, while London reduced,its
primary limit to $2 million.

In 1975, a Mattel spokesman
said the $13.8 million insurance
carrier payout broke down into
two separate components:

- A $7 million cash contribu-
tion, including $6.7 million from
the D&O insurance carriers and
the rest from Mattel.

- An $8 miillion promissory
note from Mattel at a 10% dnter-
est rate. The notes are secured by
contracts from ISLIC and Uhi-
gard, providing that ,they supply
$7.1 million of the principal.

According to the Mattel spokes-
man, $7 million out of the $7.1
million is to be paid on the date
that the carriers provide the funds.
He said (that the carriers must de-
liver the funds no later than four
vears after the effective date of

the settlement.

Other provisions

The $30 million settlement also
provided that lawsuits filed by
Unigard and ISLIC to rescind
their D&O policies be halted. The
two excess carriers had argued
that they were entitled to rescind
their 1)&0 policies on various
grounds, including that Marsh &
McLennan had failed to furnish
them with complete information
about the 1)&0 risks at Mattel. In
addition, the toy company agreed
to sue M&M, seeking recovery for
the benefit of the two under-
writers.

A prime contention in the case
is that Mattel is owed certain in-
surance funds either by the two
excess underwriters or by M&M.
If it should be found to be the
two carriers who should pay
Mattel, the sum in question will
amount to $7,112,500. But if
Marsh & McLennan is found to
owe the money, the sum in ques-
tion may be much more, in ex-
cess of $10 miillion in the opinion
of one source close to the case.

Specifically, in its lawsuit
against M&M, the toy company
is contending that it was blamed
by the two excess carriers when
the brokerage firm failed to noti-
fy them of the existence of the
first of the five class action law-
suits filed against Mattel in
March, 1973.

M&Nfs reply

Marsh & McLennan will argue
iNn court that it did transmit
knowledge of the suit to Lloyd's
before fhat carrier on March 13,
1973, bound its.1)&0 coverage for
Mattel. But. ilt did not directly
communicate with ISLIC or Uni-
gard.

However, Maurice C. Inman,
chief attorney for M&M, argued
during pretrial motions that I1S-
LIC had construotive notice as it
had a 6% share of the primary
D&O0 coverage.

The settlement itself is another
issue. Mr. Inman said during pre-
trial proceedings that the $7.1
million agreement between Mat-
tel, ISLIC andUnigard was "done

Death rate

Latest  government statistics
show the U.S. death rate is con-
tinuing to go down, according to
the American Council-of Life In-
surance. The provisional death
rate for 1976 was a record low,
8.9 deaths per 1,000 population,

compared to 9.0 deaths in 1975,
the council said.

at the expense of a third party,
Marsh & McLennan." He char-
acterized the agreement a5 "col-
lusive.”

There are unconfirmed reports
that M&M's errors and omissions
carriers have said they will not
pay for a settlement.- M&M of-
ficials in New York would not
cornrnent.

The lawsuit is presided over
by Judge Arthur K. Marshall who
heard pretrial motions on July
18. Two days later he dismissed
all of Marsh & MelLennan's cross
complaints against Mattel.

Judge Marshall, at the same
time, advised Marsh &. MeLennan
attorney Maurice Inman that it
would be wise to have the action
immediately reviewed by the state
appellate court.

Mr. Inman replied that he
would apply for a writ to the
higher court. If the higher court
takes the writ, the jury trial will
be postponed for months, accord-
ing to sources close to the case. -
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Labor Dept. to issue exemption
on ERISA's 5% rule 'soon’

WASHINGTON--After a sev-
en-month delay, the Labor De-
partment is expected. soon to issue
an exemption for employers that
insure employe benefits through
an insurance subsidiary or captive.

Although a Labor Department
spokesman could not give an exact
date for when the exemption
would ibe issued, he did say prep-
arations were in the "very Dinal
stages."

No specific reason was given for
the delay in issuing the exemption,
which had been expected to be
announced at the beginning of the
vear.

The exemption refers to section
408(b) (5) of the Employe Re-
tirement Income Security Act
(ERISA). That section says a sub-

sidiary insurance company's pre-
mium volume from insuring the
parent company's employe bene-
fits cannot exceed 5 % of the sub-
sidiary's total premium volume.

The limitation, which has been
effective since Jan. 1, 1975, has
been considered a major obstacle
to using captives for employe ben-
efits.

As reported earlier, the exemp-
tion probably will be limited to
insurance subsidiaries that are li-
censed in the US. Thus offshore
captives probably could not quali-
fy for the exemption.

Compandes that have applied
for exernptions under section 408
(b) (5) include U.S. Industries,
John Deere & Co., Food Fair
Stores Inc., Field Enterprises Inc.

Risk management assistance

around the world

and Spring Mills Inc.

Several major insurance com-
panies also have applied for the
exemptions including: Fireman's
Fund Insurance. Co., Connecticut
General Life Insurance Co., Mu-
tual of Omaha Insurance Co. and
Nationwide Insurance Co.

The exemption probably will be
issued jointly by the Labor De-
partment and the Internal Reve-
nue Service, a spokesman for the
Labor Department said.

New office

Benfo, the Seattle-based benefit
communications consultants, have
opened a Chicago office to serve
the Midwest. Benfo is a division

of M&R Services Inc.

ROLLINS BURPICK

HUNTER

Multinational Insurance Brokers

World Headquarters
10 South RiverSide Plaza

Chicago, lllinois 60606



Now.

Learn what

expected

of your com pa ny's pension
program by attending

Do you really,know what's expected,of
your company's pension program? What
steps should you take to make sure
you're following the letter . . . and spirit
of the law? What further requirements
are Congress and the Administration
<considering? Will the Federal
Government nationalize corporate
pensionprograms?How?Why? When?
And, what's the outlook for investments
for the next year?

This Conference is designed to
dispel the clouds of uncertainty
generated by the Employe Retirement
Income Security Act since its passage
three years ago.

You see what other corporate
executives have done in response to

ERISA and what steps you can take to
avoid litigaticn and liabili=y. Yet, from
all indications, ERISA -s just the
beginning.

That'swhy Pensions&lnvestments
is bringing together the nation's leading
corporate and investment pension
experts to give you the straightforward
outlook for 1978 and beyond. You also
hear from top Congressional and
Administration representatives telling
how these branches of government view
the importance of retirement income
security as the average age of our
nation's population increases steadily.

You learn about the possibility
of a federal takeover of the private
pension system as the Social Security
Administration's fiscal problems grow.
You see what steps you and your fellow

Great line-up of speakers...

.registrants can take to relieve this

nationalization pressure. You see the
impact$40 billion of annual pension
contributions has on capital markets
and the possibility of further controls on
corporate investing.

You spot the trends that may have a
dramatic effect on your future, the
future of your company, its employes,
and indeed, every citizen of the United
States.

You get the answers you need to
do a more informed, capable job. And
you return with a clearer understanding
of what must be done to meet the
demands of government and society for
retirement income security.

To register, fill out the coupon or
phone (312) 649-5242 collect today.
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nensions &
mMvestments

corporate

obligation/outlook
conference

September 29-30,1977
Hyatt Regency Downtown Chicago

Thursday
September 29

8:00 am to 9:00 am: Registration.
Pick up your Conference materials
and get ready for a stimulating,
thought-provoking learning
experience.

9:00 am: Welcome. Steve
Gilkenson, Publisher and Editor of
Pensions & Investments outlines
the Conference program and
explains the value of the sessions
and the importance of your
participation.

9:15 am: Legislation Beyond ERISA.
Senator Jacob Javits (R, N.Y.)

looks at what Congress may be
considering in additional
retirement income security
legislation; how Congress views
tying in the private pension system
with Social Security;the outlook for
additional regulations covering
corporate pensions and investments
and what shape those regulations
might take.

10:15 am: How To Prepare & Invest
For The Future. Rodger Smith,

Executive Vice President,
Greenwich Research Associates,
moderates a panel of three
progressive corporate executives
who tell how they came to grips
with ERISA; how their top
managements view their efforts;
how they solved their most difficult
pension problems; and their
up-to-date approaches to
investment management of funds.
Panel members include John
Martin, Vice President-Financial
Services, Litton Industries;Henry
A. Kroner Jr., Administrative
Manager-Investments, Standard
Oil Company of Indiana; and
Harvey Masimore, Manager-
Employe Benefit Funds, Caterpillar

Tractor Co.
12:00 noon: Luncheon

1:15 pm: ERISA-The Latest View
From The Labor Department.

lan D. Lanoff, the young Carter
Administration appointee to the
sensitive post of Administrator,
Labor Department Pension

and Welfare Benefit Programs,
brings you up to date on the
Administration's policies for

administering and enforcing
the law.

2:00 pm: Equities Investment
Outlook. John Wing, President and
Chief Operatin Officer, Becker
Securities, moaerates a panel of
top-flight investment experts

who give you their viewpoints,
philosophies and expectations for
the stock market over the short term
and long term. Panel members are:
Hans G. Jepson, Executive Vice
President, U.S. Trust Company; and
Rex A. Sinquefield, Vice President,
American National Bank & Trust
Company.

3:30 pm: Bonds Investment
Outlook. David Kudish, Consultant,
Hewitt Associates, moderates this
expert panel who examine the
short-term and long-term outlook
for the nation's corporate and
government bond markets to give
you a greater understanding of how
to properly split your assets between
equities and bonds. Panel members
are: Eugene C. Rainis, Manager-
Fixed Income, Brown Brothers
Harriman & Comparry; Robert E.
Pruyne, Senior Vice President-
Bonds, Scudder, Stevens & Clark;
and William Fry, Vice President-
Investments, American Fletcher
National Bank.

5:00 pm: Reception

Friday
September 30

9:00 am: Changing Capital Markets.
Mike Clowes, Executive Editor,
Pensions & Investments, moderates
this panel to examine the impact of
the capital markets crisis; the
impact of $40 billion in annual new
pension contributions; and the
likelihood of future regulations
designed to provide smaller
companies with adequate
investment capital. Panel members
are: Dr. Douglas Love, Director of
Financial Counseling, George B.
Buck Consulting Actuaries, Inc.;
and Dr. Barr Rosenberg, Associate
Professor of Business
Administration, University of
California at Berkeley.

10:45 am: Steps To Take To Avoid
ERISA Litigation & Liability. James
D. Hutchinson, Attorney, Steptoe &
Johnson, and the first administrator
of ERISA, gives you a practical
checklist you canusetoavoidcostly
oversights and mistakes in your

pension program-How to develop
writtenpolicyguidelines;whenand
how often you should review your
program with your investment
managers; what kind of data you
should request... Because he is well
versed in the substances and intent
of ERISA, you get the answers to
some of your most vexing questions.

12:00 noon: Luncheon.

1:15 pm: Is A Federal Takeover
Likely? Paul Merrion, Washington
Editor, Pensions & Investments,
moderates this expert panel who
examine whether there is indeed
another future besides a federal
future; how the Social Security
system can be salvaged; what the
immediate problems are; and what
steps are necessary to relieve the
takeover pressure. Panel members
are:Patrick J. Regan, Vice President,
BEA Associates; and William J.
Chadwick, Attorney, Paul, Hastings,
Janofsky & Walker.

2:15 pm: Future Shock-1985. Dean
LeBaron, President, Batterymarch
Financial Management Corp.,
provides a wry, startling and
thought provoking look at the
corporate pension executive and his
suppliers in 1985. What value
judgments and prerogatives will be

exercised by computers? And what
responsibilities will be left for the
corporate manager?

3:00 pm: Adjournment.

To register, fill out the coupon, or
phone {312) 649-5242 collect.
Conference fee is $265; additional
registrants from the same company
earn a 10% discount off this rate.
Registration fee includes admission
to all scheduled Conference
sessions and functions, complete
resource materials including a
workbook, planned meals and
cocktail reception. (Hotel
accommodations and travel
arrangements are not included and
must be made separately.
Registrants automatically receive
hotel reservation forms with their

conference confirmations.}

If yourplanschange atanytime, you
can substitute the name of another
person without penalty. Or you can
receive a full refund if you cancel by
September 19, 1977. (For
cancellations received after
September 19, there is a $45 service
charge.)

YES! Please enroll me in Pensions & Investments'
Corporate Obligation/Outlook Conference.

Enclosed isa check for: $

Company
City
SIAIR

Additional Registrants:

1 Title,
Title

Phone{ )

Zip

Make check payable to Crain Educational Division. Mail today to:
Crain Educational Division, 740 Rush St., Chicago, IL 60611
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Tort reform...

Continued from page 1
businessmen socked by increases
in product liability coverage.

A strong grassroots organiza-
tion kept business leaders aware
of the dates of critical committee
hearings. As a result, more than

250 businessmen and
turned out at a judiciary commit-
tee hearing where only 25 pro-
ponents were expected.

This intense pressure coupled
with a willingness to compromise

on several issues such as limiting

women

HOW?

The Commodore Insurance Company

recently acquired by The Wetzel Company, Inc.

offers special underwriting programs for:
Excess Employer's Liability-Maritime

Commercial Marine

Cash Flow Programs
Commercial Property

because of Quality Reinsurance.

THATS
HOWV!

Commodore insurance Company

The Wetzel Company, Inc.

2000 South Post Oak, Suite 2400
Mailing Address: P.O.Box 66452

Houston, Texas 77006
Telephone: 713/626-3240
Telex: 76-2053

contingency fees, led to passage
this summer of a bill containing
an eight-year statute of limita-
tions and an alteration of product
defense against liability.

"It doesn't take dollars to get a
bill passed," said Ed Ellis, chair-
man of the Oregon product liabil-
ity task force. "It just takes a lot
of hard work and being able to
back up your opposition with cold,
hard facts.”

In Florida, however, the objec-
tions of the state's powerful per-
sonal injury lawyers killed a prod-
uct liability measure in the house
that earlier had cleared the state
senate by a comfortable 25-10 mar-
gin.

"The reason we got stopped is
that lawyers are aware of the
politics that gets things done and
they know what buttons to push
in the legislature,"” said Florida
product liability task force chair-
man Joe Stine in analyzing the
bill's last-minute defeat.

Ohio next?

In ObliO, which could become the
next state to enact reform legis-
lation, time is running out on a
bill pending in the senate con-
taining a 10-year statute of limi-
tations, acknowledges Tom John-
son, president of the Ohio Manu-
facturers Assn. in Columbus.

The measure, which previously
passed the house by an 86-7 vote,
has aroused the ire of the presi-
dent cf the Ohio Academy of Trial
Lawyers who called the proposal
"one of the most atrocious anti-
consumer, antiworker... bills
ever offered in the Ohio general
assembly.”

This bitter opposition combined
with the short summer legislative
calendar-the senate meets only
four days a month this summer
-probably means tort reform
won't be achieved until 1978.

In Connecticut, a severely wat-
ered down bill did clear the house,
only to die later on the senate
calendar. "Legislators still are not
convinced that it (product liabil-
ity) is a major problem," said
John Anderson, assistant counsel

GRAHAM MILLER & CO.
(CHICAGO) LTD.

International Loss Adjusters
Marine and Aviation Surveyors

Announce the formation of a new area control office to service
domestic and international business emanating from Chicago.

Manager for the extended facilities is John V. Kavanagh, Asso-
ciate of the Chartered Insurance institute (London), Fellow of
the Chartered Institute of Loss Adjusters (London).

39 South La Salte Street, Chicago, Illinois 60603

Telephone: (312) 332-0628

Telex: 910-221-5736

Cables: MILLOVER, Chicago

Offices worldwide in 50 locations.

for the Connecticut Business and
Industry Assn.

In New Hampshire, a product
liability bill containing a state of
the art defense, also cleared the
house by a surprising 198-112 vote,
but it too died in the senate on a
heart-breaking 8-8 deadlock, said
Peter Fielding, executive vp of
the Business and Industry Assn.
of New Hampshire.

Elsewhere in New England, re-
form measures are stalled in the
Massachusetts legislature. "l don't
think we're going to see much
happen for the rest of the year,"
said Patricia Maxwell, vp of RE-
TORT Inc. in Franklin, Mass.

In the South

In the heart of Dixie-Missis-
sippi-reform measures failed to
surface out of committee. In
neighboring Louisiana, bills also
died in committee, but the legisla-
ture did agree to establisE an in-
terim committee to study the
product liability problem.

In Texas, all 13 product liability
bills failed to inch their way out
of committee. Action is a long way
off since the legislature doesn't
return for a regular session until
1979.

In the big Midwestern farming
state of lowa, the comprehensive
reform package which includes a
six-year statute of limitations will
be carried over to the 1978 session.

Even then, however, the chances
of passage are cbudy at best said
Don Hauser, vp of the lowa Man-
ufacturers Assn. in Des Moines.
'The legislature just doesn't seem
disposed to take strong steps in
the area of tort reform."

"If we have tort reform in lowa,
then it will have to be jammed
down the throats of the bar and
that is going to be difficuk to do,"

he said.

In another big farming state,
Minnesota, testimony from an in-
surance industry official at a key
committee hearing that passage of
a tort reform measure would not
result in an immediate reduction
in premiums doomed the bill, said
Steve Workman, director of gov-
ernment affairs for the Toro Co.
in Bloomington.

Although the Nebraska legisla-
ture failed to act on a bill with an
eight-year statute of limitations
and state of the art defense, the
measure remains on general file
and won't have to be recon-
sidered in committee during the
1978 general session.

The outlook

"Chances of passage are good
next year," said Del Snodgrass,
government affairs director for the
Nebraska Assn. of Commerce and
Industry.

Elsewhere, around the country,
bills already have been defeated in
Idaho, Indiana, North Dakota and
New Mexico. Product liability bills
still are pending during the cur-
rent legislative session in Wiscon-
sin, Michigan, California and llli-
nois. Special study committees
have been established by legisla-
tures in Tennessee and Virginia.
And in other states, such as lowa,
bills introduced this year carry
over to the next legislative session.

"About a year ago, all we had
were problems," said Jack Pear-
son, executive director of the Kan-
sas Assn. of Commerce and Indus-
try. "Today, we are well on the
way toward solutions.”

Other business leaders note that
the reluctance of Congress to act
on pending measures makes it im-
perative to concentrate efforts at
tort reform on the state level. -

Cassettes called useful

for OSHA training

CHICAGO-Cassettes are an
excellent method for training far-

fringrempleyesio saleiyand

Bowes in Stamford, Conn.

Writing in. the latest issue of
Risk Management Reports, Ray-
mond J. Holland says it is fair?/y
easy to train large groups of em-
ployes in a central location. But
organizations with employes scat-
tered over the U.S. or the world
nnust also train their ennployes in
Occupational Health & Safety
Administration rules.

One method Mr. Holland has
used successfully are cassettes ac-
companied by scripts and open-
book quizzes. After hearing the
cassettes, a worker completes the
quiz which is mailed to company
headquarters to be graded.

The quiz is returned with the
next lesson. Students are awarded
a "diploma" when the course is
cornpleted.

One of the most difficult prob-
lems today is that young adults
are "turned-off" by outdated
practices, Mr. Holland says. "The
supervisor is the first line of de-
fense, but he/she may not neces-

sarily be the best safety trainer,"
he writes.

Mr. Holland is also critical of
many safety committees in his
review of risk control techniques.

Although there are committees
that work effectively, Mr. Hol-
land says most "are a waste of
good people's time." He is par-
ticularly critical of stacked com-
mittees composed of eight super-
visors and two employes. He also
is skeptical of committees with
two supervisors and six employes,
especially when the plant man-
ager is one of the supervisors.

Instead, Mr. Holland recom-
mends that ad hoc committees
be created to solve specific prob-
lems.

The article of Risk Manage-
ment Reports also reviews report-
ing relationships, the risk man-
ager's involvement in safety and
the need for product safety sys-

tems.

Subscriptions to Risk Manage-
ment Reports, which is published
bv Business Insurance, cost $60 a
year. They may be started bv
writing WiHiam Strong, Risk
Management Reports, 740 N. Rush
St., Chicago, lll. 60611.

Brooke bill hearing set

WASHINGTON - Hearings on
Sen. Edward Brooke's (R-Mass.)
controversial bill calling for dual
regulation and chartering of in-
surance companies will be held
here Sept. 12-14.

The bill (S. 1710) w6uld allow
insurance companies to choose,
much as banks currently do, to be
regulated under state or federal

charter.

The Brooke bill has been revised
from the measure introduced last
year. It could pave the way for
open rating across the nation.

Requests to testify should be
sent by Aug. 20 to Florence Barr,
Committee on Banking, Housing
and Urban Affairs, U.S. Senate
ing, Washington, D.C. 20510. m



Surplus
Special Risks Insurance

Again, as last year, 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
to capacity shortages.

Any company, facility and underwriting intermediary who wants to tap this important
market should place a dominant advertising message in the September 19 issue
of Business Insurance (advertising closing is September 6).

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 19 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. . S

_business
insurance

- the newsmagazine that just had to be.

NEW YORK CHICAGO LOS ANGELES

708 Third Avenue : 740 Rush Street 6404 Wilshire Boulevard
~ New York 10017 Illinois 60611 California 90048

(212) 986-5050 : (312) 649-5275 ' (213) 651-3710
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people

Reeves to ioin hospital firm;
Clayton gets Keystone position

Robert .Ree}/%:s 33, is joining been named cogpfgrat i
Ngs%l r%.o merica in ma nger gﬁto[h ooﬁs og%.
e gcY\l/eeAuge;. Bg.ﬁr\./&énesvuerg %% pos(f[l%n’, she .% reesppgr\’gl I%r?or

urance

b

been with Ashland Qil Inc, Ash- propenty and liability program for ously Mr McCall, who has been

land, Ky., for more than nine the parent company and three with Brown & Williamson for 16

ears, most recently as risk and subsidiaries. Previously, Ms. Clay- years, served as coordinator of

insurance manager. In his newly ton was nsk manager for Penn benefits planning.

created position, Mr. Reeves will Mutual Insurance Co. where she

report to the chairman of the has not been replaced.
executive committee of the board

of directors and the vp of finance.

pany to underwrite some cover- ment and insurance program. She panies and brokers on all phases Louis. Mo. 63
cCann, of corporate insurance. He was

age for its 89 facilities. The cap- reponts to James A

John R. Messinger, 37, has gland and Europe. Some over
f . joined Raymond International 100 years old. $2800. Ideal d,s-
Hospital Corp. of America, own- Charyl J. Peske, 29, has been Inc. as insurance manager for the play. for someone in insurance
er and manager of the nation's named Milwaukee's first risk engineering and construction bus;ness. Send $1.00 for p,c-
largest chain of hospitals, has a manager, where she will plan and firm located in Houston, Mr__tures and list to Fire Marks
Colorado captive insurance com- implement the city's risk manage- Messinger will deal with com- Suite 1645, 1qg£oadway, St

tive will be part of Mr. Reeves' comptroller Mrs. Peske was pre- previou:ly insurance manager at
responsibilities, along with all vious K the assistant risk manager Ada Resources Inc. in Houston

other property and liability pro- for t

e Umversity of Wisconsin, for approximately one year and

grams and group insurance pur- Milwaukee campus. She held this has no: been replaced. Before

chasing He will also handle position three years Kevin Houlj- that, he was an assistant corpor- a
S 1aety,qos i ggl N 29¥?1as been hired In a re- ate insurance managerp gg

administration Hospijtal Cor, .aI_ignment of the department as ternational S}/ ) _
surance assistant. He reports to Corporation, Houston, for eight coverage, clai

s prevention and claims han,

formerly had an assistant vp in i

at In-

charge of insurance, but the posi- Patrick Eaker and is in charge of years.

tion has been open since Janu- the general insurance and claims
ary. Although Mr Reeves will operation It has not been decided analytics e
constitute Hospital Corp.'s risk if a new assistant risk manager David R. Evert, 34, has been with éxp Please sendYour ¢om

management department-of-one, will be hired
he is presently seeking experi-
enced people for the two positions

promoted to manager-administra-
tion in the risk management de-
partmert of Control Data Corp in

of manager=loss prevention and G. M. McCall has been promot- Minneapolis His responsibihties
safety as well as claims manager. ed to supervisor of employe bene- include domestic corporate insur-
Mr Reeves is a previous presi- fits operations for Brown & Wil- ance programs, claims and ac-
dent of the Captive Insurance liamson Tobacco Corp in Louis- counting. His promotion was part

Companies Assn

ville, Ky. In his newly created po- of a realignment in the risk man-

—_——— sition, Mr. McCall assists the em- agemen: department. Mr. Evert,
ploye benefits manager, J W. who has been with Control Data

Constance A. Clayton, 33, has Forbes, in supervising the 15-man for four years, reports to corpo-
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rate risk manager Robert E.
Abrahamson

Phillip W. Hall, 35, has been
named Denefit manager at Inger-
soil-Rand Co. in Woodcliff Lake,
N.J His position has been created
so that benefit activizies of all
locations can be coordinated from
headquarters. Mr. Hall will rec-
ommend benefit changes, direct
planning and handle employe
communications. Previously, Mr.
Hall was manager of employe
benefit. at Converse Rubber Co.

in Wilmington, Mass., for four tals “fndividua
‘years. No p1ans are being made good public relations skills and

or his replacement.

Lon R. Gnves, 43, has been sume to:

named director of safety for
Wometco Enterprises Inc. in
Miami, where he will report to
Douglas Craven, risk manager.
Mr. Graves was formerly asso-
ciated with Maule Industries, Mi-
ami as director of employe rela-
tions, in charge of safety. Mean-
while at Maule, a number of
changes have occurred The labor
relations department has been
split into two compartments-
loss control and personnel. The
director of loss control is James
Boutwell, 49, who has been pro-
moted from manager of security.
Reporting to him are Ed Flana-
gan, 24 who has been promoted
to safety supervisor from the se-
curity department and Tim Mca-
lee, 28, who has been changed
from d-rector of labor relations
to director of personnel.

Business Insurance reports on
personnel changes
benefit and nsk management de-
partments. If your company has
made any changes, just drop us
a note. Write Rebecca Fannin,
Business Insurance, 708 Third
Ave, New York, N.Y. 10017 or
call (212) 986-5050.
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RS0 oo SORCe:

MISCELLANEOUS BUSINESS OPPORTUNITIES

RARE FIRE MARK
COLLECTION FOR SALE
34 Fire Marks from U.S., En-

Commercial lines Agency Part.
nership and/or Buy-out desired
in Phila, Burlington, Camden
County, N.J area by CPCU;
15 years Production, Claims and
RM experience with large Stock
Cos, Direct Writer and National

Brokerage Co.

Box 907, BUSINESS INSURANCE
740 Rush St, Chicago, Ill 60611

HELP WANTED

PRODUCER/ACCOUNT EXECUTIVE
Growing agency located In Oak
Brook. lllinois, seeks experienced
producer/account executive for pro-
perty and casualty Should have ex-
perience in selling commercial ac-
counts. be a college graduate CPCU
a plus Agency has profit sharing
and pension plans Opportunity to
buy into business. Beginning salary
commensurate with experience, com
mission and salary after one year
This man may now be with a d,rect
writer or a national broker, and
wants opportunity for ownership and
unlimited earnings

Box 916, BUSINESS INSURANCE

740 N. Rush St., Chicago, Ill 60611

INS/CLAIMS MANAGER

s prevention & re
duction. bonding & workman's com
per,sation Requirements inct min of
3 years practicing exp with good
analytical ability College degree

le Salary mmensurate

plete resume to

Box 901, BUSINESS INSURANCE
740 Rush St, Chicago, 111 60611

MANAGING GENERAL AGENCY

Owner of a successful Kansas MANAGER
City firm seeks individual to

succeed him over next few

years Can buy out of earnings, CORPORATE
but please do not respond un.

less you have predetermined INSURANCE

this as a personal career goal
and have made a critically ob-
jective appraisal of your abill-
ties and drive Prefer 10 15
years of varied experience in
two or three insurance-related
firms

My consultant will assist in ex-
plaining further details and pro-
tecting your confidence William
8 Beeson, Lawrence-Letter and
Co, 427 W 12th, Kansas City,

This ts a unique growth op-
portunity in the "Sunbelt”
with a very large transporta-
tion company Candidates
must have thorough knowl-
edge of all areas of corporate
insurance The individual we
seek ts currently a manager
of corporate insurance with

Missouri 64105 . .
a large enterprise or is an
account executive with a
large insurance brokerage or
insurance company. You
would have 5 or more years
of senior level corporate in-
surance management experi-

ence.

LOSS PREVENTION
MANAGER

Growing Corporation based in
cultural south central city is
seeking a Loss Prevention Man-
ith exqerience in hospi-

must possess

We offer a starting salary of
$23,000 - 29,000, paid re-
location expenses, and a
uniquely outstanding benefit
package Send detailed re-
sume including salary re-
quirements to-

740 Rush St, Chicago, Ill 60611
Box 917, BUSINESS INSURANCE

An Equal Opportunity Employer M/F

be willing to travel extensively
mainly throughout the Sun Belt.

Pleaste _send your detailed re-

Box 915, BUSINESS INSURANCE
740 Rush St, Chicago, 111. 60611

INSURANCE BROKER

We are a full service major multinational insurance
firm with attractive career opportunities in our
major New York City location for

PRODUCERS &
SALESPERSONS

Frank B. Hall offers its employees an excellent
compensation and fringe benefits program Salary
and compensation programs commensurate with
background and experience and your contribution
to our continuing success.

Please send resume in complete confidence to:

Mr William A Quinn
Executive Vice President

Frank B. Hall & Co.

of New York, Inc.

88 Pine Street

New York, New York 10005
Telephone: (212) 952-1200

An equal opportunity
employer mli
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wWings

wheels

keels

Few industries have had a greater impact on the world business become indispensable business tools, and rail/trucktransport
community thantransportation. have made the land bridge concept a reality.

Within the last decade, every mode of transport has initiated As a resultof these and otheradvances, transportation today
dramatic changes which have collectively revolutionized isasmuchascience asaservice-onein which Corroon &Black
transportation/distribution patterns and the movement of people is totally involved.
and products. In additiontoarranging coverages foroneof the nation's

Forexample: today's supertankers-some overa quarter largest commercial airlines and corporate fleets, we are actively
mile long-carry over 400,000 tonsof crude oil, on-and-off-16ad engaged in all forms of marine insurancaand offer a full range of
at deep water ports and remain atsea foralmost ayear. services for clients whoown or utilizeall public or private

On equally impressive scales, containerization.has triggered transport facilities.

a completely intermodal transport network; corporate aircraft have You mightsay we're as intermodal asthe industry we serve.

Corroon & Black

Head Office: 150 William Street, New York, N. Y. 10038 Tel: 212-732-4900
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Thewaysome
iINsurance claimsaresettied

IS UNn=American.

At American Mutual, we take the crawl out of daim settlements.
And you get protection ... safety counseling... fair settlements.
That's the American way, the American Mutual way.

AmMmerican

AAutual

INSURANCE COMPANIES, WAKEFIELD, MASS. 01880

We want to keep you safe, and sound.



