
California team calls for insurers' loss data

Cities lament liability insurance problem
By JOANNE GAMLIN

SANTA ANA-A proposal that
the California legislature enact a
law requiring insurance companies
to present a full accounting and
disclosure of all losses and risk

exposures related to municipal lia-
bility coverage has been made by
the liability insurance task force
of the League of California Cities.

The legislation would pertain
only to insurance companies which
currently or in the past two years
have issued liability policies to
any of the 413 cities in the state.

The proposal was put forward
by David Tavernetti, a King City
council member and chairman of

the liability insurance task force
of the League of California Cities.
He was speaking during an as-
sembly committee open hearing on
the topic of municipal liability
held in Santa Ana, December 5.

In what might have appeared as
a worn-out rerun of the medical

malpractice 'crisis' which is cur-

rently causing Southern California
physicians to talk of fleeing the
state, representatives of California
governmental entities-including
the Los Angeles School District-
took turns describing gigantic
hikes in premiums, abrupt policy
cancellations and exhausting strug-
gles to locate surrogate carriers.

Mr. Tavernetti, the chief witness
for the League of California Ci-
ties, pointed out that his group fi-
gures that liability insurance pre-
miums for all·413 cities now ex-

ceed $30 million annually. Yet for
some cities, he said the increases
have been far worse, often coupled
with deep cuts in coverage. For
example, he noted that the city of
Campbell's liability premium
rocketed 256% in one year, Ba-
kersfield's 200 % and Chula Vista's
185%.

Carrying the doleful theme fur-

ther, another spokesman presented
a study showing premium growth
in relation to losses incurred for

26 Orange County cities.
The city of Santa Ana, he noted,

saw its liability premiums balloon
from $119,837 in 1973-74 to $309,-
000 in 1975-76. In the same time

periods, however, its incurred

losses appeared to be shrinking.
For the 1973-74 period they came
to $80,100; for 1974-75, $50,565
and for the first four months of

1975-76, to only $3,000.
1 ;chard D. Patton, director of

finai :e for the city of Downey in
Los 6.ngeles County pointed out
that h.9 city has maintained a
good trek record in liability
losses. Ntvertheless, he declared
that "the exposures to liability are
becoming immeasurable.

"Erosion of governmental im-
munities, the expanding doctrines

of legal liabilities, increasing pub-
lie claims consciousness and an

active plaintiff bar" are conspir-
ing to deaden insurance company
zest for writing municipal liability
coverage, he testified.

He cited street and road condi-

tion claims as a prime example of
the current climate in litigation.

"Virtually all automobile in-
juries occurring within Downey
city limits represent potential

claims against the city for breach
of its duty to maintain streets and '
roads free of hazardous condi-

Continued on page 20
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Cities of San Diego (above) and Los Angeles are among those in Cali-
fornia facing bigger liability exposures but shrinking insurance markets.

First suit is filed over

sunken ore freighter
By MARGARET LeROUX

CLEVELAND-The first of

what is expected to be a multi-
million dollar series .of lawsuits

filed by survivors of the crew of
an ore boat which sank in Lake

Superior last month have been

filed in district court, Business In-
surance learned.

Survivors of two of the 29

crewmen of the Edmund Fitzger-
ald, all of whom perished when
the ship sank during a severe
storm on the lake Nov. 10, filed
a $2 million lawsuit.

The suit includes charges of
negligence in the way the ves-
sel was loaded. The Columbia

Transportation Division of Ogle-
bay Norton Co. operated the ship
which was owned by Northwest-
ern Mutual Life Insurance Co.

The ship was insured for $8.8
million. Participants in the cov-
erage include: the Great Lakes
Protective Assn., a mutual club,

40%; the London market, 27.5 %;
The American Hull Insurance

Syndicate, 12.5%; 20% was in-
sured in the U.S. market outside

the syndicate.

A spokesman for Oglebay Nor-
ton.said "there is no question that
the ship had adequate coverage
... we had coverage that was re-
quired and in commercially ac-
ceptable amounts."

In a petition filed in U.S. dis-

trict court, John J. Dwyer, presi-
dent of Oglebay Norton said the

company "is in close touch with
every family involved to make
sure that none lacks the immedi-

Continued on page 2
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Celanese tells claims data

in pregnancy-disability case
WASHINGTON-Celanese

Corp. told the United States Su-

preme Court this month that it al-
ready pays substantially higher
medical claims costs for its women

employes, and therefore should not
be found to discriminate against
women because it excludes preg-
nancy, miscarriage, or childbirth

from its disability insurance pro-
gram.

Celanese is a defendant in two

sex discrimination cases, pending
in federal district courts, involv-

ing this pregnancy-disability is-
sue. The company filed its argu-
ments this month in a friend-of-

the-court brief to be used with a

similar case involving General
Electric Co. now pending before
the Supreme Court.

Celanese gave the court a study
of health insurance claims from its

Charlotte, N.C. plant. The report
was prepared by R. G. Wells, per-
sonnel manager for the Celanese

domestic fibers group, and covers
1972, 1973 and 1974, when the
Charlotte plant employed an aver-
age of 506 women and 1,189 men.

Celanese said medical claims

costs of women employes totaled
$223,706 over the three years, or
$442 per woman, compared to
$229,228 for men, an average of
$193 per man. Celanese said med-

ical costs for women employes
were 129% greater than for men
employes at the Charlotte plant.

About 75% of the men at the

plant, 897 of them, filed 1,153
claims over the three years, com-
pared to 580 women employes

(115%) filing 917 claims in the
same period. Celanese said em-

ployes could have submitted more
than one claim for the same or

different diagnosis or treatment.
Average cost per claim filed by a
man was $199, versus $244 per
woman employe, or 22.6% more

per average woman.

Nearly 35% of the women at
the plant received $73,296 in
claims for health services that the

company called sex-oriented. That

included abortion, breast condi-
tions, Caesarean sections, D&C,
hysterectomy, gynecology, normal

delivery and tubal ligation.

The average of these sex-orient-

ed claims for women was $416 per
claim, or $145 for every woman

employe, the company said.

Celanese considered two types
of claims as sex-oriented for men,

Continued on page 2

Bonds may cover more of bank's loss
NEW YORK-Franklin Nation-

al Bank may be able to recover $30
million in insured losses incurred

when unauthorized currency

speculation took place before the
bank collapsed in October, 1974.

Insurance Co. of North America,
Fireman's Fund Insurance Co. and

Aetna Life & Casualty Co. all

participated in providing the bank
with fidelity bonds.

According to the Federal De-

posit Insurance Corp., the bonds
covered a maximum of $15 mil-
lion in losses for each separate

"act" contributing to the losses.
Earlier this month, guilty pleas

were entered by four defendants
indicted in the collapse of Frank-

lin National by a federal grand
jury. The following week, a fifth,

Peter R. Shaddich, a former ex-
ecutive vice chairman of Franklin,
pleaded guilty to counts of con-
spiracy, misapplication of funds,
and for filing false statements.

Since separate "acts" by differ-
ent defendants were involved, the
pleas improved the bank's chances

of recovering the total $30 million
it lost on foreign currency specu-
lations.

Last year it was generally
agreed that the Franklin Bank
would have to prove that an em-
ploye was guilty of a fraudulent
or dishonest act in order to re-

cover losses from the insurers

(Business Insurance, July 8,1974).
Franklin Bank and the Federal

Deposit Insurance Corp., which is

handling the bank's liquidation
proceedings, have each filed

claims against the three insurers
to recover the $30 million.

Exact levels of participation by
the three insurance companies are
not known. While each of them

admitted to being involved on the
Franklin Bank case, they were
reluctant to discuss the extent of

their individual coverage while
the case is in litigation.

INA, however, said it held the
excess coverage "above a certain
limit" for Franklin Bank. And

sources at Fireman's Fund said,
although unofficially, that it

seemed likely their firm's involve-
ment was in the form of a rein-

surance treaty with INA. Aetna
Continued on page 2
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Turbo iet coverage has
insurers in turbulence

NEW YORK-Royal Globe In-
surance Co. is apparently pulling
back from a gas turbine jet cover-
age it had planned to write through
broker James S. Kemper & Co.
(Business Insurance, Aug. 25).

Instead, a similar coverage is
being instroduced by Kemper In-
surance Cos. (the insurer which is
unrelated to broker James S.

Kemper & Co.).
Royal Globe refused comment

on why it decided against provid-
ing the coverage, and referred all
questions to a Kemper agency vp
Bernard S. Sullivan.

Mr. Sullivan was unavailable

for comment at press time, after
repeated calls to his office.

One source complained that re-

Inflation
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ports of Royal Globe's involve-
ment were untrue after this maga-
zine published a story about it.
Royal Globe would not reply to
his version of events. Mr. Sulli-

van at that time said the source

was wrong.

However, last month a Philadel-

phia broker who deals largely in
placing aviation coverage, re-
vealed that Royal Globe decided
against writing the coverage, af-
ter internal dissent over the mat-

ter.

In December, Kemper Insur-
ance Cos. confirmed that it will

write aircraft engine reliability
coverage through any agent or
broker which represents the in-
surer.

The product will cover turbo
jets, fan jets and prop jets with

limits of up to $500,000 with no
deductible. Premiums will depend
on the power of the engines in-
volved.

For the smallest engines, pre-
mium rates would be approxi-

mately $650 per engine per year
on an annual policy covering two

engines. For larger engines like a
Rolls Royce Spey, the premium
would be about $3,000 per engine

per year.

The policy defines an accident

to an engine as a sudden or ac-
cidental break into two or more

parts of internal components. It
would not cover foreign objects,

such as birds, which are sucked
into the engine.
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Also excluded are over-temper-
ature situations and anything

covered by another form of avi-
ation insurance.

The largest engine the policy
will cover would have 12,000
pounds of thrust.

Robert Nielsen, Kemper's boiler

and machinery underwriting man-
ager, is in charge of the new cov-
erage. It is a specially designed
endorsement on the company's
standard general boiler policy.

However, risk managers or in-
surance buyers wishing to get the
coverage do not have to purchase

the boiler policy first. They can
get the endorsement separately.

The company expects executive
jets would be the major risks
covered by the new policy, but it
is not excluding small cargo jets
at this point.

The policy has been approved
in 43 states and is expected to get

blanket approval from the remain-
ing seven, according to a company
spokesman. •

Franklin ...
Continued from page 1
declined all comment on partici-
pation levels. Sources outside the

company, however, also believe
Aetna was involved on a reinsur-

ance basis.

When Franklin was ruled in-

solvent last year, it was the largest
banking failure in American his-
tory. Foreign exchange losses were
blamed as a significant factor in
the bank's collapse.

The insurance companies are
expected to contest their liability
in the liquidation in court cases
that could drag on for years. The
FDIC moved to press claims for
the insurance recoveries because

it was thought unlikely that any
of the loss could be recovered

without suing the insurers.
Whatever insurance recoveries

are made, if any, will contribute
to the funds available to creditors.

Although the insurers were of-
ficially quiet after the guilty pleas
were entered and their liability
was subject to question, a source

at one of the companies told this
magazine: "Nobody's supposed to
talk about the Franklin case at

all unless they're working with it
directly. But I heard one of the
bigshots in the fidelity department

say it just looks like a matter of
time before they'll have to pay up
on the claim." •

Celanese ...
Continued from page 1

prostate conditions and vasecto-
mies. Some 37 of the plant's men
employes (3.1 % of the total) filed

4,034 of these claims in three
years, with an average cost of $109
per employe filing a claim or an
average of $3.40 per man in the
workforce. This meant Celanese

paid. 42 times more per woman
employe for sex-oriented care.

Sex-oriented claims filed by
womenaccounted for 16.2% of the

total dollars spent on· health in-
surance claims for all employes
over the three years. Sex-oriented

claims- for men represented less
than 1 % of the total.

Celanese argued it should not
be found guilty of sex discrimina-

tion for trying to limit maternity
benefits since it already paid
much more for other ailments par-
ticular to women.

From Jan.' 1, 1971 through Aug.
30, 1974, Celanese paid out $193,-
756 at its Charlotte facity in long

terrn disability payments. Of this
amount, women received $109,166
and contributed only $27,350.while
males received $84,590 but con-

tributed $157,408. In other words,
male employes subsidized female
LTD costs in the amount of $72,-
818 and Celanese paid the other
$8,998. m

Federal indemnities for

international art shows
WASHINGTON-Congress is

moving to aid museums which
now must find, and then pay for,
costly art exhibits offered through

exchange programs.
Legislation providing federal

indemnities (S. 1800) passed the
House this month and the Senate

earlier in the year.

Museums will still face a $15,-
000 deductible, however. And if
the exhibit is particularly valua-
ble, they will still be in the pri-
vate insurance markets for excess

coverage beyond $50 million.
The legislation would limit fed-

eral art exhibit indemnities in ef-

feet at any one time to $250 mil-
lion. No one exhibit could be in-

demnified for more than $50 mil-
lion.

Rep. Albert H. Quie (R-Mn.)
said he found the bill acceptable
since much of the art insurance

premium dollar "goes out of this
country... and is not of any value
to insurance companies in the
United States."

In order to qualify for a federal
indemnity, however, the foreign
art exhibit would first have to be

declared "in the national interest"

by the Secretary of State.
Rep. John Brademas (D-In.), a

supporter of the bill, said esti-
mates put the cost of insurance as

high as from one half to two
thirds of the entire cost of an ex-

hibition.

He noted that New York City's
Metropolitan Museum of Art

hosted nine major international
art exhibitions since 1970, all
without a loss. The premium for

the necessary insurance on these

exhibits, which had an aggregate
value of $261.8 million, was
$881,000.

The 1973-74 Congress passed
two emergency indemnity agree-
ments to allow exhibits of Chinese

archeological treasures and of
Scythian gold artifacts from the
Soviet Union to be shown in this

country.
Critics of the bill said this

would add $250 million to the "off
balance sheet" potential liabilities
of the federal government, and
that the program should go
through normal processes for ap-
propriations. •

Ore boat...
Continued from page 1
ate financial support it needs."

A Coast Guard board of inquiry,

after 10 days of testimony, said
there was no evidence the Fitz-

gerald had struck a reef or a shoal
or that its stern had been lifted

by one giant wave and its bow by
another so that the vessel broke in
two.

The board also said there was

no evidence the 26,116 ton load of
taconite the ship was carrying had
shifted, that the hatch caps were
damaged or that the ship capsized
instead of breaking up.

A side scanning sonar device
positively identified wreckage of
the 729 foot ship, in three pieces,
all upright on the bottom of Lake
Superior. I
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Pardon me, Sir, may I suggest you
bring along your I AC appraisal.

An independent, objective IAC appraisal places proper
values on tangible and intangible assets, and. proves a
loss. Also, an IAC appraisal is needed to avoid excess
costs of uncollectable over-insurance and losses from

under-insurance, pinpoint assets subject to invest-
ment tax credit, and for a multitude of other solid
business reasons.

To learn how an IAC appraisal can be one of your most
valuable business tools, write for our brochure. Or,
better yet, call the nearest IAC office.
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Home office: 222 Boulevardof the Allies, Pittsburgh, Pa. 15222

(412) 471-2566
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Ski resorts face uphill struggle on liability risks
By HARRIET KING

SEATTLE-"People don't want
to be compensated any more. They
want to be rewarded for having an
accident or injury."

So explains Don Christianson,
vp of Crystal Mountain, Wa., one
of the Northwest's most popular
st resorts. Mr. Christianson, like
his peers in the ski industry, has
seen his insurance rates jump a
tnird or rnore this fall.

All segments of the estimated
$3 billion ski industry-manufac-
turers, wholesalers, retailers as
well as ski area operators-seem
apprehensive over the new wave
cf premium hikes brought on by a
rash of lawsuits, huge sums award-
ed in recent months by juries and
ty the unstable financial condi-
tion of many insurance companies.

Many ski men are shaken by the
increasing risks of doing business.
' When [ hear insurance special-
ists talk of the special protection
that ski schools must have and

when I consider the risks in-

rclved it almost makes me want

to never take a dime from anyone
again," says Jack Nagle who runs
ski and rental shops at Crystal
Mountain and in Enumclaw, Wa.,
and who maintains a noted ski

:chool.

Adds Mr. Christianson: "People

can come up to Crystal or to any
ski area, fake an accident and
really clean up."

The ski industry insurance mar-
ket has traditionally been tight

and few underwriters have been

willing to insure in the field be-
cause of what they consider to be
the industry's "inherent catas-
trophe potential."

"All but a handful of companies
have stopped writing ski area lia-
bility insurance. Those that t.ave

remained are doing so at substan-
tially increased rate levels," says

a report of Barringer & Willi ams
Inc., plan managers for she Na-
tional Ski Areas Assn.

Many companies still writing
ski area business have returned to

manual rates published by the In-
surance Services Office. Accord-

ing to B & W, those rates. which
became effective November 1,
were:

State

NY

Penn.

Wash.

Cal.

Minn.

Colo.

Mich.

1974

Hi/low

1975

Hi/low

$13.08/ 7.50 $22.05/ 10.43
9 20/ 4.41 15.43/ 4.42

592/ 5.16 1..61/ 9.99

18 37/12.35 22.05/12.50

11.46/ 8.23 13.08/ 12.94

6.32/ 5.43 7.0€/ 5.88

10.14/ 6.46 13.521 10.14

The rate hikes come at a lime

when ski people say the industry
has never been safer. "There have

been substantial improvements in
ski design and constructir, in

safety release bindings, in boots,
in ski instruction and in slope

grooming techniques," says re:ail-
er Nagle. "Yet the suits cor.t.nue

and rates go up."
Mr. Nagle's insurance rates just

.' 5,L

In spite of posted warninas. skiers no lonaer ''Ski at their own ri:k

jumped more than 30%. He is
particularly disturbed because he
has had an excellent insurance

claims record. "My rates should
be going down, not up. How can
my rental liability rates go up so
drastically when I haven't had
one single accident? Why don't
insurance representatives conne

around and audit my record, and
do this on an individual basis?"

asks Mr. Nagle.

"What is happening in the
courts today is a giant rip off.
Fifteen years ago I didn't insure

my ski school. In fact, a longtime
lawyer friend told me that there
were nine points of the law that a
person had to go through to get a
negligence claim to stand. Today,
something is wrong-it seems as
if no one really has to prove any-

thing to make a claim stand. Ski-
ers no longer ski at their own risk
today," says Mr. Nagle.

"I just had some new rental

agreements printed and they were
obsolete as soon as they came off
the press. They state: 'I agree that
the use of this equipment is at my

own risk. I do hereby release the
Crystal Mountain rental shop from

any and all claims.' Skiers sign
this but it means nothing any-
more because some smart lawyer

can tell a skier, 'Why, you can't
sign your life and limbs away, '"
says the retailer.

Ski area operators also feel un-
fairly vulnerable. "It's as if peo-
ple are looking for an excuse to
pick up some insurance money,"
says Bud Nash, ski school director
for the famed Timberline Lodge,
grandaddy of Oregon ski areas.
"Let someone fall down in the

lodge parking lot or slip as they
get off a chairlift and wow! The
old adage of skiing at your own
risk just doesn't hold up anymore.
But it's just a fact of life that
whether the plaintiff wins or

loses, it does cost insurance com-
panies money for courts and law-

yers," says Mr. Nash.
Herb Sorensen, a broker with

the North Star Agency in Enum-

claw, Wa., has a number of ski
business clients and he is aware of

the growing inequities. "Even good
ski areas and retailers are having
a lot of problems with lawsuits.
There has to be a complete turn-
around in the attitude of the pub-
lic. There'll be no market for

skiing related coverages in the fu-
ture if there isn't an attitude re-

versal.

"It's the public that eventually
has to pay for increased lift tick-

ets and equipment prices because
ski areas and everybody else in the
business has to make a profit to
stay in business," says Mr. Soren-
sen. Next to payroll, insurance is
often the second major expense
ski people have, he adds.

er, say that those in the industry
have to consider the side of the

carriers.

"It's safe to say that the indus-
try is re-evaluating its position be-
cause of the exposure and because
of the courts attitude toward

claims. It's getting tough for us
all," says I. E. Catherman, an un-
derwriter in Continental Insur-

ance Co.'s casualty department in
Seattle. "Our rates have conse-

quently gone up 75 % to 300 %.

"We've strengthened our un-
derwriting aprroach. We don't
take much for granted anymore.
We carefully survey and review

potential exposures. In the past,
we might have said, 'OK, here's
a ski lodge, this is the rate.' It
used to be that people went to a
ski lodge, took a lift and skied
down the slopes and then went
horne.

"But today, our liability isn't
just on the slopes but on the over-
all premises. WE find that a great
many people who go to ski lodges

never put on a pair of skis. They
eat in restaurants, come for the
entertainment or sit in front of a

fire. If they do ski, they're more
of a hazard on the slopes than a
guy who is conditioned to skiing.
And today there are playpens for

kiddies, live entertainment, activi-
ties above and beyond the skiing
business," says Mr. Catherman.

"And almost every ski resort has
snowmobiles fc,r rent or for use

by their emplcyes. It used to be
that a ski patrol guy got to the
top of the mountain or around the
site on skis. Now, he gets about
frequently on a fleet of snowmo-
biles. So the exposure has in-
creased and we have to look

again."

Mr. Catherman notes, too, that
suits filed several years ago are
being paid out of today's dollars.
"A guy could have suffered an

injury two to three years ago and
his hospital costs would have been
maybe $1,000. But it costs $2,000

with today's dollars, which is
what reimbursement rates are

based upon. We have to pay for
those losses wi.h today's premium
to cover this."

As a case in point: "We recent-
ly had a workers' compensation
case that was filed three years
ago. It would have cost $9,000 if
they had settled it then. Since
then, workers' compensation ben-
efits have increased so tremen-

dously that the case cost $91,000
by the time it was settled."

Continues the underwriter: "It

seems that today, anyone who so
much as breaks a toenail is look-

ing for an excuse to pick up some
insurance money. It's hard to tell
afterwards if a guy just couldn't
handle the slope he was on or if

he really broke his binding or
whatever." savs Mr. Catherman.

"Therefore, some of :he ski areas
that we previously insured, we
have now dropped."

Ski retailers are also sensitive

about their exposures, especially
since recent consumer protection

laws have ruled that retailers can

be considered manufacturers be-

cause they assemtle parts when
they attach bindings to skis.

One very popular Seattle ski
retailer has never had a suit filed

in his eight years of business but
he blanches at the thought of what
publicizing this co-ali do to h: m.

"My product liability insurance
has gone up one third because peo-
ple are suing just to be suing. To

protect myself, I have tospend
$100 per employe to send them to
a binding clinic and school j ust

so they can be protected by Salo-
mon binding's liability insurance.
But that clinic is a waste of

money and time. Aiyine of my
employes could have Taught that

clinic, they knew more than :he
instructor. But if we didn't go and
a suit was later filed v. e might be
taken to the cleaners if we tell :he

judge we didn't attend that clin-
ic," says the retailer.

Jack Nagle also sent his em-

ployes to the binding clinics and
he notes, "in addition, it takes
reams of paperwork to protect
ourselves."

For the immediate future, it
looks as if casualty rate levels will

contiue to remain high. And if
underwriters continue to turn a

deaf ear on the needs and plight
of those in the ski industry, then

ski area managers may have to
turn to London for coverage,
"usually taken as a desperate mea-

sure," says Barringer & Williams
in its report.

B & W notes that the key to
successful underwriting in the ski
industry has been to concentrate
a substantial amount of business

with one company which then
provides the engineering, claims
handling and legal facilities for

the industry. But, sayE B & W:
"Some companies, encouraged

no doubt by the sizable premiums
that will be developed by the eas-
ualty portion of skiing accounts,
will continue to unierwrite indi-

vidual areas on a sp)t oasis. How-
ever, experience has shown :hal
this underwriting merhod car be

successful only for lhe short term
and is frought with danger not
only for the underwri:er, but also
for the ski area whic n may find
itself without insurance in a Jim-

ited marketplace."

Those in the ski idustry will
continue to emphasize safety and
press for a reduction in claims, and
premiums, of course.

But as retailer Jack Nagle says
tionally, "Some people ought ti be
when he talks about the increas-

ing amount of skier 1.tigation na-
Rlriind in n nnu,Af.rmitfl';
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Warning device rules
delayed again by FAA

WASHINGTON-An electronic

warning device never warrnly re-
ceived by the Federal Aviation
Administration (FAA), the air-
lines, or their insurers is still so
unreliable that the FAA is once

again delaying rules requiring that
it be used.

The FAA said this month that

the "Ground Proximity Warning
System" was producing "an un-
acceptably high number of false

alarms" in the planes on which it
has been installed.

This is a potentially critical flaw
in a device that demands instant

and unquestioned action from a
pilot in order to be effective.

If operating correctly, the de-
vice will warn a pilot when his
aircraft is on a course that will

4 /

SUFOW/9Sk/OU* His name is Bill Hiinley and he's the
owner of Wm. C. Hanley Associates of Pittsburgh, Pennsylvania, an independent insurance
agency that is one of the northeast's leading producers of general aviation insurance business.
0 That Beech Bonanza also belongs to Bill. He bought it about three years ago and logs well over
200 hours a year visiting clients on weekdays and relaxing on weekends. 0 Al'hough he's still a
novice on the ski s/opes, don't be surprised if he'll soon qualify as an expert. He's that type of guy.
0 When it comes to insurance, there's not much you tan teach Bill Han/ey. He's a pro. That's why
he has his own aviation insurance with USA/G, the pros in aviation insurance. 3 -USA/G is a lot
more than just another insurance market", says Bill. "Their people really know their business and
it shows in everything they do. /f / have a problem, they usually have a solution. They
really take an interest in your business. And when it comes to paying claims, nobody's
any quicker. They're tops in my book." USnIG UnITED STATES AIRCHAFT InSURfingE GROUP

NEW YORK - ATLANTA - CHICAGC - DALLAS - LOS ANGELES - SAN FRANCISCO

cause it to literally "fly into" the
ground or a hillside.

The National Transportation
Safety Board (NTSB) and the
Boeing Co., strong supporters of
these systems, have argued that it
can provide the seconds necessary
for a pilot to change course and
end the danger... but only if the
pilot acts quickly when the alarm
is sounded.

The types of crashes this system
is designed to prevent-what
safety experts term "controlled
flight into terrain"-typically in-
volve complete hull loss and large
scale fatalities.

Pan American Airways suffered

three such crashes in a fairly re-
cent period serving locations in
the Pacific area. It was among the
first American carriers to install

the systems.
Most domestic airlines had ar-

gued the devices were not needed
for the heavily instrumented air
lanes and airports of the United
States. Airline flight safety spe-
cialists contacted by Business In-
surance seemed to regard the sys-
tem as just another $10,000 elec-
tronic "black box" to be added

to a cockpit already jammed with
safety gear without any major in-
crease in safety. Insurers did not
encourage their installation.

Then came the December, 1974,
crash of a Trans World Airlines

Boeing 727 into a mountaintop in
Virginia as it approached Wash-
ington's National Airport. The
crash killed all 92 persons on
board and destroyed the aircraft,
making it the worst air disaster of
1974.

It was the sort of loss the sys-

tems were designed to prevent,
and the sort of accident the FAA

and the airlines had argued was
not a major risk in the United
States.

Nine days after the crash, the

FAA ordered that ground proxim-
ity warning systems be installed
on all U.S. commercial airliners

by December 1, 1975.
In November, the FAA extend-

ed the installation deadline from
December 1, 1975, to June 1, 1976,
for airlines that were experienc-
ing delays in equipment deliver-
ies.

This month, however, the FAA
said it will not require that the
system be operational before next
September 1. And they will allow
pilots to turn the device off if it
is malfunctioning in flight.

There have been too many false

alarms, said the FAA, agreeing
with a petition it received from
the Air Transport Assn. in mid-
November. The time is needed,
they said, to assure greater relia-
bility of the device.

The ATA had argued that "pi-
lots will quickly lose confidence in
this system if this (the false
alarms) continues for even a short
period of time. Once they lose
confidence, it will be practically
impossible to regain. Then the ef-
forts of both the FAA and the

airline industry to realize the safe-
ty benefits which this system
promises will have gone for noth-
ing. We will have spent thousands
of manhours and millions of dol-

lars on a black box that nobody
trusts."

Marine officer
Thomas A. Fain was elected

president of the American Insti-
tute of Marine Underwriters at
the annual meeting here last
month. He succeeds Carl E. Mc-
Dowell, who is retiring early in
1976 after heading the organiza-
tion for 25 years.



Pipelineto insurance savings.

S

Interpace Corpo-
ration of Parsip-
pany, New Jersey,
knows how to make in-

surance earn its keep. This
large manufacturer of concrete
pipe and ceramic and mineral prod-
ucts is our policyholder for several busi-
ness insurance coverages.

Since 1970, we have served Interpace under near-
ideal conditions. Because at that time, their man-
agement group became our partner in a total
commitment to control insurance losses.

Our special safety and health services, a rating.l
plan with built-in incentives, and the policyholders
concentrated efforts to prevent losses produced a

.-

.

premium savings
over a three year pe-

riod of one million dollars.

For Interpace, the savings
on insurance costs represented

28,000 linear feet of concrete water pipe.

It proves again that money saved is just as
valuable as money earned. And that it pays to get
serious about insurance loss reduction. Because
losses are what determine ultimate insurance costs.

At Employers of Wausau, we seek the business of
policyholders who are willing to be our partners in
spirit as well as in name. When you join this select
group, you're in very good company. And the long-
term rewards can be well worth the extra effort.

COME TO THE SOURCE

GettheWausau Story

FAAPI OYFRS INSURANCE OF WAUSAU. Wausau. Wisconsir
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risk management reports
from

business

insurance

The practical working tool for financial

executives, risk and insurance managers.
Edited by H. Felix Kloman and published six times a year by Business Insurance.
Enroll as a satisfaction guaranteed subscriber to Risk Management Reports at the
annual subscription rate of $60.

Send check or money order to:

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

(Make checks payable to Risk Management Reports.)

Columnisfs victory in
libel case is expensive

WASHINGTON - Syndicated
columnist Jack Anderson's vic-

tory in a five year old libel case
last month was an expensive one.

The often controversial Mr. An-

derson has no libel insurance, a
peronal aide told Business InsuT-
ance, and no one is willing to sell
him any.

Nor would anyone sell libel in-
surance to Mr. Anderson's prede-
cessor, long time Washington col-
umnist Drew Pearson who orig-

inated the newspaper feature that
became known as the Washington
Merry-Go-Round.

All of which means that legal

expenses necessary to win last
month's favorable jury verdict
will probably amount to between
$40,000 and $100,000, all payable

Howalittle-known side of Marsh G Mc Lennan
can saveyou alotofmanagement headaches.

.h

By analyzing every aspect of your
risk situation. From compliance
with the growing body of govern-
ment regulations...to implementing
and managing captive insurance
companies. Which one-or more-
oftheseorganizationscan helpyour
company?

MGM Protection Consultants.

Property and earnings loss preven-
tion, public liability loss control,
compliance with OSHA regulations,
security, emergency evacuation,
evaluation of employee accident
control programs, industrial haz-

ards, product safety, auto fleet
safety, employee safety.

Clayton Environmental Consult-
ants. Evaluation and contro! of en-

vironmental problems, industrial
hygieneand air pollution, analytical
laboratory, compliance with EPA
regulations.

Nuclear insurance Consultants.

Site and risk evaluation, radiation
safety/loss control procedures, con-
tract review, schedule and conduct

on-going inspections, reccmmend
and ohtain appropriate nuclear in-
surance, coordinate with Nuclear

Regulatory Commission.

Risk Management Consultants.
Practical application of financial
and quantitative methods for risk
management decisions, analysis
and development of captive in-
surance company approaches,
library research and information
services.

Marsh G McLennan (Bermuda)
Ltd. Implementation of captive in-
surance companies and manage-
ment of daily operations.

For more information, call us at
(212) 997-5919.

Wecanhelpyou
solve problems
before they
become problems.

Marsh&
M£Lenan

by Mr. Anderson, his aide said.
Mr. Anderson had been sued by

Edward L. Carey, the former gen-
eral counsel of the United Mine

Workers of America, for a De-
cember, 1970, column that charged
Mr. Carey and then Mine Work-

ers president W. A. (Tony) Boyle
with removing boxfulls of records
from the union's office in Wash-

ington.

The column said that Mr. Carey
later claimed burglars had struck
the office.

Mr. Carey said the charge was
"a contemptible, despicable lie,"
but Mr. Anderson claimed the ac-
count of the incident was "sub-

stantially accurate."
The case had been pending in

U.S. District Court in Washington.
Mr. Anderson's aide said he

had given up on finding libel cov-
erage in the market about a year
ago.

"If you know of anybody who
wants to sell it to us," the aide
said, "we'll go ahead and take
it."

Public pays
the cost of

malpractice
NEW YORK-The sharp growth

in malpractice lawsuits and
awards added more than $1.5 bil-
lion in the cost of health insurance

this year, according to a study by
the Health Insurance Assn. of

America (HIAA).

The HIAA said the growth in
malpractice claims and awards
has "resulted in malpractice in-
surance costs to physicians and

hospitals in 1975 of $1.5 billion, a
25-fold increase from $60 million
in 1960."

The association breaks down the

cost at $500 million paid through

private insurace, and $1 billion
each paid through insurance com-
panies and Blue Cross-Blue Shield.

The increasing cost of malprac-
tice insurance "is or soon will be

reflected in higher medical care
prices and fees," the HIAA study
said. "Thus it is the public that
pays the cost of malpractice insur-
ance, either through direct pay-
ments to medical care providers
or through third party payers
such as insurance companies, Blue
Cross-Blue Shield or Medicare

and Medicaid."

The HIAA's position on the
availability of malpractice insur-
ance, stated in the study notes
that the association is "not op-
posed to the creation of short term

non-profit joint underwriting as-
sociations (JUAs) which are cou-

pled with other long term re-
forms and safeguards to avoid
malpractice costs from being sub-
sidized by insurers."

The association, however, "is
opposed to health insurers being
required to participate in JUAs."

Other solutions to the malprac-
tice insurance problem offered in
the HIAA study include: placing
limits on the recovery of general
damage and punitive damages but
not limiting recovery of actual

damages; shortening time periods
in statutes of limitations; statutory
provisions allowing for periodic
payments to a claimant over a
period of years rather than pro-
viding a lurnp sunn and statutory
provisions allowing for the use of
voluntary binding arbitration as
an alternative to litigation. •



If youtake serious fire precautions, we'llsave you serious money.
HPR. It's insurance on a Highly
Protected Risk. And ifs available to

larger properties that are
sprinklered. And either protected
by watchmen or by supervised
alarm service.

If you qualify, we're a good bet to
save you money on your property
insurance. And if you don't qualify,

one of our professional fire pro-
tection engineers can show you
what it takes.

We're the largest non-pool writer
of HPR.

Ride with one of the strongest
outfits in the business. Ride with
the Kemper Cavalry.

Call the people who cover your territory.
Your independent agent or broker who
represents us. Or write Pete Standbridge,
Sales Manager, Kemper Insurance Companies,
Long Grove, Illinois 60049.

KempeR InsuRance
companies
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editorial opinions

Certification of risk consultants
- LSEWHERE IN this issue appears an article on the use
JL.Jof risk management consultants. Its author, Gary J.
Bausom, risk manager for Transamerica Corporation, has
used risk management consultants to supplement his own
department's efforts in managing Transamerica's risks and,
it would appear, with some success. In any event, Mr.
Bausom offers some sound suggestions on how to go about
retaining a consultant, and his article is commendable for its
balance and fairness in approaching the question of whether
they should be retained at all.

Without wishing to contribute to the Risk Management
Consultant's Full Employment Act of 1976, it is our opinion
that consultants do serve a very useful purpose in the risk
management process.

The knowledge of a consultant is generally a cut above

that of others in the field; for the most part they have no
(indeed, some insist they have none) financial interest in
insurance transactions that may result from their recom-
mendations; and they are usually privy to a solid base of in-

formation on how solutions to a whole realm of problems

have been found by others.

But so much for that. Risk management consulting firms

appear to be doing very nicely, thank you, and certainly far
better than the subjects of much of their consulting.

Because they are doing so nicely, however, we think it is

time for the risk management consulting profession to make

some solid moves in the direction of professional certification.

The Institute of Management Consultants, of course, does

certify individuals with the Certified Management Consul-

tant (CMC) designation. To our knowledge, however, few

risk management consultants have this designation; nor do
we think for a minute that designation is the most desirable

for the risk management discipline.

As yet, however, the two professional organizations serving

this particular field-the Institute of Risk Management Con-

sultants (IRMC), and the Insurance Consultants Society

(ICS) -have not gone beyond issuing much more than a few

guiding principles for their members. Part of the problem,

of course, is that these organizations themselves have dif-

fered over several issues in the past, some of them petty, some

not so petty. One major issue facing the consultants is

whether or not they should be allowed to receive fees from

insurance companies, or parties independent of the client and

the consultant. One clear difference exists, for example, over

whether an insurance company should pay the consultants'

fee for the risk management audit of a corporate client (al-

though this issue of ethics appears to have been contradicted

on at least one occasion by one consultant that had been

vocally opposed to accepting fees from insurers).

We see nothing wrong with an insurance company, or other

party, paying a risk management audit consulting fee on

behalf of a corporate or state/municipal government client-

with one major qualification: The arrangement should be

clearly defined and all parties should be so informed and

agree to it.

If that issue were resolved and if the various risk manage-

ment consultants could get together as one, then perhaps risk

management consultants could get on to more pressing mat-

ters-professional certification, for one thing. Better sooner
than later.

International call li for March 8 issue
'1 N MARCH 8 Business Insurance will publish its annual
7 International Issue, focusing on protection of people and
property abroad.

For companies with expanding operations in many foreign
countries, the issue will also contain a listing of international

services and specialists available to risk, insurance and ben-
efit managers with problems to solve and programs to es-
tablish.

The listing will provide a directory of property engineer-

ing, risk management consulting, captive management, bro-

kerage or insurance facilities in countries outside the U.S.

Also included in this directory will be excess lines insurance

and brokerage facilities in foreign countries, and the names
of reinsurance sources.

If your firm offers services through foreign branches, or

offers special facilities for international insurance or benefit

programs, please submit a brief description of those services

or facilities, including a contact at your firm for our readers

to direct queries to, address and phone number. Direct these
items to the attention of Susan Alt, managing editor, 740

Rush St., Chicago, Il. 60611, by February 9.
Beyond this directory of international services, we'll be

pursuing other topics with an international risk management
angle: Joint ventures established with Japanese firms, trade

agreements with Red China, U.S. manufacturing operations

in Eastern Bloc countries of Europe and in the Soviet Union,

and expanding interests in the Middle East. We'll look at the
influence of London and Japanese insurers on world markets.
Any story suggestions or contributions are welcomed.

Honest emp/oyes
ERSONS WITH responsibilities for arranging bonding
i coverage for employes-as well as those persons respon-

sible for hiring "bondable" employe-may be interested in a
little item from the Labor Department.

The department reports that there have been fewer than

two defaults for every 100 persons covered under a special

federal fidelity bonding program since 1966.

And this is in spite of the fact that the participants in the

bonding program are ex-criminal offenders.

The experience has been so good that rates for the bonds,
purchased through a commercial company, have been cut in

half since the program began eight years ago.

With all the white collar thievery that goes on in business

and industry today it's reassuring to learn that at least some

progress is being made with ex-offenders.

business insurance
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liability protection and financial services
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Increased emphasis
To the Editor: In your Novem-

ber 17 issue, Cyprus Mines Corp.
was included in a feature story
on how three West Coast firms
had "shuttered their risk man-

agement departments" in an ef-
fort to cut costs. We are hopeful
this letter will clarify that article
as it related to Cyprus.

We do not believe that we have

downgraded the importance of the
risk management function at
Cyprus. In fact, we are giving it
increased emphasis.

Cyprus has recently reported
that third quarter and first nine
months of 1975 net income de-
creased from 1974 record results

due primarily to depressed copper
and lead prices and low ocean
shipping rates. However, Cyprus
remains profitable and financially
strong. This year, in connection
with the sale of $100 million of
10-year notes, Cyprus was given
an "A" quality rating by Stan-
dard & Poor's and Moody's thus
indicating their evaluation of our
present and future financial

strength. Further, we are con-
stantly seeking ways of econo-
mizing in order to realize the
maximum return on our staff

functions. This is a continuing
program throughout the opera-
tions of our company.

We have consolidated the basic
duties of our formar internal in-

surance operation. Employe bene-
fits functions are now incorpor-
ated within our personnel depart-

ment. The risk management por-
tion of the function also reports to
me but has newly-defined man-
agement objectives. We will be
concentrating on financial man-

agement, loss prevention, and risk
control. A major portion of our
program will be to communicate
to our operating management the

importance of risk management
in their daily operations. Finally,
we will continue to coordinate the

purchase of insurance.
In summary then, Cyprus has

not written off the risk manage-
ment function to cut costs. Far

from it. We are improving the
operations of the function and en-
couraging our managers to give
it higher priority in their daily
planning.

Richard Grantham

Senior vp, Cyprus Mines Corp.,
Los Angeles, Ca.

FASB rules
To the Editor: I appreciate your

providing valuable information as
you did in your article in the De-
cember 1 issue of Business Insur-

(mee magazine. It was gratifying

to hear that Casualty Self-Insur-
Continued on page 10
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Lost time is what no companycan afford in
these tough:imes.

Business is toc hard to find. Competiticn is
too lerce. Profit margins are too narrow Ard no
executive who wants to stay in business car afford
to Icse even Dne day's earnings

That's why Comrrerce & Industrys Business
Inte-ruption -,surance s soimporant today

It enables executives to maintain earnirgs in
case fire-of otier ns-ired peril-shuts down
thei- operations. It also helps them to cope with
on-going exoenses slch as salaries for key
personnel. A id E covers certain expediting
expenses th,-s giving t-em a better chance :o re-
establish the r company's position in the market.

Direct p-opert, damage insurance doesn t

7/evelcome ina-,r:es Ircr lar Y i,censed agen: or broker You don i

/2

cover these areas. of course.
But Cars Bisiness Interrupt on does.
It does the job on a "repxting form basis.

So that witlin poicy limits both coverage and
premium adjust :0 the ups and cowns of tie
oarticula' hsured's operatior. And thats impor-
:ant in tcclay's rapidly changing economy

C&1 las developed indivdualized policies tor
Manufacturers. wholesalers. and retailers-each

policy gea'ed to the cash flow pattern of trat
ousiness And to its operational cuirks

All of these policies have special features and
advantages you should knoM about. Oneal the-n
s just rign- fo' ycur needs.

So, mall the Joupon today. Well send you
rhe facts.

have to bea reguicr .,roduce·- to place bu:inez. with C&1

Commerre and Industry
Insurance Company

Dept 81065 102 Maiden Lano
New York NY 10005

Please send me more.nicrmation about your Business
interruption Coverage

NAmp

Title

Company

Address

P'.IC .RiNT

phonE•

State 20

130-512-21

AmA Memier Company of
American International Croup
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letters
Continued from page 8

ance was going to increase 50 %
over the next five years. I do,
however, have reservations about
the validity of this data in the
light of recent Financial Account-
ing Standards Board Bulletin
Number Five. Since your article
is based on information accumu-

lated prior to the issuance of this
bulletin, we can assume that these
figures will change.

Please advise me of some opin-
ions of the effects this bulletin
will have.

Fred L. Wettstaedt

Insurance Administrator, Inter-
national Multifoods, Minneapo-
lis, Mn.

Editor's note: We'd like to hear

from BI readers about the meehan-

ical (i.e., bookkeeping) changes
brought about bv the FASB rules,
and also about anv changes in
corpoTate attitudes toward self-
insurance in the wake of the Tules.

Morris Ginsburg of the San

Francisco office of Coopers &
Lybrand offers his view this way:
"If the economics of self-insur-
ance were and are valid. then the

FASB pronouncements should not
disturb that. If captive insurance
companies had good business rea-
sons for being established, then,

again, the FASB (ndes) should
not disturb those reasons either.

The accounting implication should
not, in my view, affect manage-
ment's answer to be self-insured
or not to be self-insured." MT.
Ginsburg also proferred that past

practices among self-insurers to
Tell/ on ineract estimates of losses
for self-insurance provisions
might change. "The recognition
for losses that have occurred would
be required to be based on more
data. In effect then, the self-in-
sured business enterprises would
be required to use methods and
approaches similar to those used

by insurers in establishing liabil-
ities for losses that have occurred,"
said Mr. Ginsburg.

Withdraw completely
To the Editor: In an effort to

keep your publication up to date
concerning policy changes at Em-
ployers Insurance of Wausau, I
wish to inform you that our com-
pany is withdrawing completely
from the professional medical and

KALER CARNEY LIFFLER & CO., INC.

SINCE 1892

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

0

Boston · New York · London

FACULTATIVE AND TREATY

REINSURANCE SPECIALISTS

EXCESS OF LOSS AND SURPLUS

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

W.U. TELEX # 12-9243

AIR CARGO INSURANCE

ALLEGHENY

Ll HY

For more than thirty years we have specialized in air
cargo insurance providing bill of lading liability cov-
erage for carriers and cargo insurance for shippers

around the world. As a pioneer in this field, we have

developed a knowledgeable staff that can offer the most
comprehensive coverage available. If you have an air

cargo problem "ASK McGEE"!
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WM. H. McGEE & Co., Inc.
MARINE UNDERWRITERS

SINCE 1887

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

Offices in Principal Cities
Throughout the United States & Canada

....................................

hospital liability insurance mar-

ket. A report in the Nov. 17, 1975
issue of Business Insurance allud-

ed to this in a story headlined-
"Employer's will stop writing
malpractice in Pennsylvania." We
recently notified our remaining
physician and hospital policyhold-
ers in Alabama and Wisconsin,
and the National Assn. of Resi-

dents and Interns that their cov-

erage will not be renewed.
All of us in the insurance in-

dustry are familiar with the cause
of the malpractice crisis and the
financial burden it has placed on
the resources of individual insur-

ance companies. Following a care-
ful study of our long experience
with professional medical and
hospital liability coverages, we
have concluded these lines are not

an insurable risk for our company.
Our withdrawal from the pro-

fessional medical and hospital lia-
bility insurance market is being
accomplished in an orderly man-
ner. Doctors and hospitals cov-
ered under our malpractice poli-
cies were notified well in advance

of our intention not to renew their

coverage. No policies have been
cancelled in mid-term. In addi-

tion, we have agreed in all cases
to help locate other insurance
sources and share our actuarial

information with new carriers if

necessary. Where new coverage
cannot be obtained in the volun-

tary market, we have and will
continue to assist state authorities

in the formation of joint under-
writing associations to provide
basic professional liability cover-
age. In Wisconsin, for example,
our company is the servicing car-
rier for the state's newly orga-
nized JUA. Our decision to with-

draw from the malpractice mar-
ket recognizes that most of the
states affected have JUA legisla-
tion making professional medical
and hospital liability coverages
available.

We continue to take an active

interest in the search for solu-

tions to the malpractice problem.
There are obvious reforms neces-

sary in the malpractice repara-
tions system. But, most important,

the insurance industry must make
it clear to the public that patients,
not insurance companies, ulti-
mately pay for the often outrage-
ous awards and settlements that

are driving up the cost of mal-
practice coverage, and driving in-
surers out of the professional med-

ical liability insurance market.
Reinhold R. Klein

Senior vp, Employers Insurance
of Wausau, Wausau, Wi.

Moving industry
To the Editor: The article in

the November 17th issue of Busi-

ness Insurance about the captive
agency owned by Bekins Van

Lines states that civilian employes
of the GSA will be charged an

average premium of $55 for a de-
clared value of up to $100,000 per
shipment. It goes on to say that
the firm's rates will be 20 % to

30% lower than those charged by
van lines to individual customers.

The going rate in the industry is
50 cents per $100 of value which
develops a premium of $50 on a
$10,000 shipment under the De-
clared Value protetion coverage
on the bill of lading. Can this
firm operate for ' 11% of what
others are writing the same cover-
age for and losing a bundle in the

process?
Another article in the same is-

sue quoting H. B. Hancock of
Farmers Group: "No Movers Com-
pensate for Total Loss" tells an
opposite version of conditions in

the industry.

On Jan. 1, 1967, in order to
eliminate coinsurance penalties on
insured moves, the ICC estab-
lished $1.25 per lb. as the mini-
mum insured valuation of house-

hold goods on bills of lading. Thus

a 10,000 lb. shipment at $1.25 per
lb. is valued at $12,500. At a rate
of 50 cents per 100 value this
amounts to a charge of $62.50 on
the bill of lading for full value
insurance. The shipper may value

his goods at a higher amount but
rarely does.

Household goods in 1975 are ac-
tually worth $2 per lb. on the
average. (The charge should be
$100 to provide insurance to val-
ue). The result is that the shipper
is paid in full for a partial loss, he
recovers 62.5% of a total loss, and
the motor carrier and his insur-

ance company end up without
enough dollars to absorb the in-
creasing size of claims. If the cus-
tomer elects to release the ship-
ment at 60 cents per lb., which
many National Account custom-
ers and all military do, the insur-
ance to value gap is even wider.

It is difficult to imagine how

prevailing rates for local, intra, or
interstate moves can be reduced

when the moving industry is op-
erating with rates established 25
years ago and valuations estab-
lished in 1967 when household

goods were worth 60 % of what
they are worth in 1975.

R. William Perry Jr.

CPCU, Geneva, Il.

Self-serving
To the Editor: I'm certain

you're going to have a problem
selecting one of many letters in
response to Edward J. Noha's talk
at the Arizona agent's association
(Business Insurance, Nov. 17.) It
was blatantly self-serving.

CNA's track record has not

been particularly impressive over
the years. They most certainly
can't be described as a stable

market. They have moved in and
out of programs and agencies with
each turn of the market and un-

derwriting experience.
The agent who does not have

several back-up markets is
crushed at each cyclical crunch.
Mr. Noha refers only to switch-
ing markets at renewal time for
an improved premium. He does
not consider the agent's dilemma
when his carrier will not renew

because "we no longer will con-
sider this class of business," quite
often even as renewal business.

A company must operate ac-
cording to the dictates of its man-
agement (quite often in an ivory
tower). The agent is subject to its
whims-thus, it is impertinent of
a company's executive to suggest
that his agent narrow his field for
the company's self-interest.

Sidney Golovin

Monticello, N.Y.

Houston tells

of risk meet
HOUSTON-An overview of

the commercial insurance indus-

try as seen by leading insurance
professionals will be featured at
the second biennial "I-Days"

sponsored by the Houston chapter
of Risk and Insurance Manage-
ment Society (RIMS).

Moderated by Edwin S. Over-
man, president of the American
Institute of Property and Liability
Underwriters Inc. the panel of
experts includes: Warren Brock-
meier, director-risk management
services, The Wyatt Co.; George

F. Reed, senior vp and counsel,
American General Insurance Co.;
Dan E. Sullivan, risk manager,
Northern Electric Co. Ltd., and
national RIMS president; Joseph
D. Hawkins, commissioner of in-
surance for the state of Texas and

L. Patton Kline, president, Marsh
& McLennan.

The day long session will be
March 10, 1976 at the Houston
Oaks Hotel. •



Kraftco insurance arm

ups outside business
CHICAGO-Ideal Mutual In-

surance Co., a wholly owned sub-
sidiary of Kraftco Inc., has shifted
its book of business so that ap-
proximately 25 % of its revenues

are now from third parties, while
about 75 % of its business is done

with the parent company. In 1972,
over 95 % of Ideal's business was

done with Kraftco, the parent

company.

Edward P. Lalley, president of
the insurer, noted that the shift
has come about since 1972 when

"it was decided that it would be

expedient to broaden our range of
insurance." In a talk at the 25th

anniversary RIMS meeting here,
Mr. Lalley explained that corpor-
ate (or commercial) lines of
business still heavily dominate

Ideal's book at 95 % of volume,
with the other 5 % in personal
lines.

Ideal's personal lines business

involves primarily homeowner's
and auto policies sold to employes
of Kraftco, he said.

The shift in business also has

meant other new ventures for

Ideal, such as taking on a large
commercial client as an insured

last year who required a nation-
wide network of claims adjusting
offices. As Mr. Lalley noted, this
insured had operations all over
the country and didn't want Ideal
Mutual to handle claims out of

New York. Thus, Ideal Mutual
contracted with Crawford & Co.,
Atlanta, to handle claims for this
client through its 400 offices.

During the session on food in-
dustry captives at which Mr. Lal-

ley spoke, he registered a bemused
reaction to the resurgence of in-
terest in the mutual insurance

captive concept. The IRS's pos-
sibly more favorable attitude to-
ward deductibility of premiums
paid into a mutual captive com-
pany by the owner-members

seems to be creating new interest
in mutuals, he added.

At the same session, Jerry R.
Lane, formerly corporate insur-
ance manager for Darling & Co.,
noted that since Darling began
using its Colorado captive, the
workers' compensation loss ratio

Tell growth of
catastrophic
health cover

NEW YORK-Catastrophic
health insurance coverage has re-
tained its position of fastest grow-
ing form of private health insur-
ance this year, according to the
Health Insurance Assn. of Amer-
ica.

Some 149 million people in the
U.S. had catastrophic health cov-
erage at the beginning of 1975, an
increase of 12 million over 1974,
the Association stated.

About 91 million of the 149

million are covered by insurance
company major medical policies,
while 45 million are covered by
Blue Cross/Blue Shield policies.
About 11 million have high level
insurance company basic policies
and another 11 million have vari-

ous types of prepaid group prac-
tice plans, the Association noted,
adding that nine million people
are covered by a combination of
plans.

Catastrophic health insurance
was first developed in 1951 with
only 100,000 Americans enrolled.
By 1960, some 28 million had the
coverage, and by 1970, the num-

was pared to 61 % from the previ-
ous 134 %. Mr. Lane is now at

McDonald's Corp.
Darling's rates for workers'

compensation insurance, based
on class rates for companies in the
rendering business, ran $10 to $11
per $100 payroll, according to Mr.
Lane. "That's why we wanted a
captive for work comp," he de-

clared.

He noted that if there is any

single aspect of a captive that he
wasn't fully aware of when Dar-
ling activated its captive in 1974,
it is the amount of work involved

in managing the affairs of the cap-
tive. "There is a hell of a lot of

work involved" in a captive both
for the management company and

the corporate insurance manager,
he cautioned.

Mr. Lane alsp noted that Dar-
ling & Co.'s captive insurance
company "has some reinsurance on
the books," and is doing limited
business with third parties. •

Written & Pubhshed by
Warren M.Veigh,

Griffin & Huntington
Risk Management

Consu/tanfs

0 . 0

business insurance, December 29, 1975/15

Every risk manager needs

PRACTICAL RISK MANAGEMENT
A permanent reference

monthly additions-material found nowhere else
DEPTH BREVITY PRACTICALITY

First Year: $75/year $60/year thereafter

i Practical Risk Management
1 680 Beach St.

San Francisco, CA 94109

 Name

Street

City Statr

Enter my sub-
scription
Check encl.
Send me

brochure

7ip



Why does Warnaco insure
with AFIA?
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Because being in the limelight... or
the sunlight... out front and ahead of
the rest is vital to success in a com-

petitive market. And whether Warnaco
is turning out scintillating swimwear,
Hathaway shirts, or internaticnally
famous Warner intimate apparel,they
know it takes care to remain there.

That's why when Warnaco and their
brokers needed foreign insurance, they
turned to AFIA Worldwide Ins-irance,
a leader with over 250 branch offices

abroad, almost twice as many as any
other American underwriter of foreign 
insurance. Like Warnaco. AFIA knows

it takes care to stay out in frort. In
personnel, facilities and experience.

It's another reason why AFIA
insures 90 of the top 100 U.S. com-

panies operating abroad.

AFIA
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WORLDWIDE INSURANCE Wor/a Headquarters: 1700 Valley Road • Wayne, N.J. 07470
U.S. tranch offices: New York • Chicago • Dallas • Houston • Los Angeles • Miami • San Francisco • Seattle • Wash., D.C.
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Risk consultant plays key role 252"In. %60*.SUMV 1
Fy '
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as problem solver, used wisely 0 Na
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By GARY J. BAUSOM ibility with management. An outside con-

Risk Manager sultant, however, has a different type of
credibility with management. It is one #Ar

Transamerica Corp.
thmg for you to tell management that you - **5 1/ 1/.li E"*lin/# h.

\

W EBSTER DEFINES "consultant" and did, or are doing a good Job, but it carries -*9 / >·rvuaa0•v

1=liu"consult" as follows: more weight and credibility if manage- -·ltr.

Consultant-1 A person who consults ment is given an independent opinion, J
4*UEW"Z.I.*WI'll'llanother person, 2. A person who gives pro- Diversity-A consultant brings to any

fessional or technical advice, as a doctor, Job a broad range of exposure and experi- ---tz» j n .

lawyer, engineer, etc. ence, which can be used in solving prob- V 1 :24/NX#n.Z!Si#-
+ 1£5##18-8.=-.1-,'-

Consult-To seek information or instruc- lems The geographical mobility helps to
tion from, ask the advice of, refer to stimulate new ideas and means of ap-

I like to think of a consultant as some- proaching problems and of helping you to
one who tells it hke it is. develop solutions.

Do you really need a consultant'?
This seems like an elementary question Negative: Cost-Generally speaking, the

Nevertheless, it is a very important one. use of consultants can be expensive. Good
In order to satisfactorily answer this ques- consultants usually command a high hour-
tion, it becomes necessary to examine sev- ly rate, but the total annual expenditure
eral key factors: need not necessarily be unreasonable By

• Has the problem that you are trying wise use of a consultant's time, one can
to solve been specifically and clearly iden- balance the cost and the benefits. lature that would require state licensing of these criteria have been met is determined
tified 9 In almost all cases, you should be Time-it requires your time to manage, management consultants. by the Institute through extensive inquiry,
able to state the problem in one sentence assist, and to bnng consultants up to The first step m the selection process is, a check of case study materials, and inter-

• What can a consultant do better than, "speed" on the management, employes, of course, the agreement of the manage- views After January 1, 1974 applicants
or what can he do that is beyond the ca- historial and operational phases of your ment of a given firm that a consultant is have not only to meet the requirements,
pal)ilities of your present staffg Consul- particular organization In order to be of necessary or desirable Once agreed upon, but also to submit an extensive paper and
tants can provide assistance on day-to-day any value, a consultant must be kept in- the selection of such should be given to a pass oral examinations After completing
matters, but their time may be better spent formed and his information updated as responsible individual. these steps, the 1ndividual becomes a Cer-
helping you establish goals, audit or do re- changes occur The second step is the actual seekmg out tified Management Consultant (CMC)
search Selection of a management consultant is and retaining the services of a particular

• Finally, are you prepared to accept different and perhaps more difficult than consultant One of the better sources of in- It is important to emphasize the qualifi-
openly what a consultant might tell you9 the selection of an attorney. An attorney, formation on consultants seems to be pro- cations of an individual, as opposed to those
It may be painfult before commencing practice, must success- fessional organizations. A number of pro- of a firm Firms can be merged, sold or

There are both favorable and unfavor- fully complete studies and examinations fessional organizations for consultants are dissolved Individuals have personalities
able aspects of utilizing consultants, and prescribed by legal statutes. Upon success- self-regulatory bodies. They have estab- and characteristics which remain fairly
such factors may vary depending upon a ful completion of both, he is bound to prac- lished a code of ethics, as well as minimum constant The experience, knowledge, and
particular situation Some of the general tice his profession according to an estab- , equirements for education, experience, sustained professional integrity of the in-
positive and negative aspects include· lished canon of ethics Attorneys can be and guidelines by which the members must dividual person remain with him, and it

deprived of their right to practice law, if it conduct themselves Opportunities are al- 15 these tools that he brings to his work
Positive: Objectivity-A consultant who is proved that those rules of prescribed so provided whereby members can further In short, people, not firms, get things done

is compensated on a time and expense conduct or ethics have been violated. their knowledge and expertise. At the present time, there are two na-
basis has nothing to gain or lose as a re- On the other hand, management consult- The Institute of Management Consultants tional professional organizations, whose
sult of the evaluation or its outcome mg is not yet subject to governmental reg- is such an organization of professionals combined membership totals approximate-

Organizational Mobility-Normally a ulation that would legally define the pro- Its individuals are engaged in various types ly 100 persons, involved in risk manage-
consultant is not inundated with the ad- fession and set standards for required of management consulting. A key factor lS ment and insurance consulting· The Insti-
ministrative problems and "red tape" education and experience Therefore, the that the IMC certifies not firms, but in- tute of Risk Management Consultants
which tend to limit and restrict insiders to selection of a management consultant for dividuals who meet the professional stan- (IRMC), and The Insurance Consultants
conform with the organizational structure a specific purpose becomes more difficult dards of competency and ethics for mem- Society (ICS) The basic differences are·

Credibility-Valued employes have cred- California had a bill pending in the legis- bership. The Judgment of whether or not Continued on foNowzng page

Defends dual role as broker, consultant
"The primary role of the consultant in claims work is assist- age business The latter will do the job on liability situation which exemplifies the

a confidential basis and go on his way, but need for total consulting services It also

ing in the recovery of losses insured under property poli- the pure consultant would have no control serves to reveal the vulnerability of the
over the other firm from which premium average commercial insurance buyer

cies, and very few businessmen have any idea of where to comparisons were obtained They could Basically, the claim resulted from the in-
use the secretly acquired information to stallation of an alarm system in a residence

start when they do experience a major property loss." literally steal the account several years prior to the loss The claim
However, the foremost advantage of the occurred when the residence burned and

consultant-broker evolves from the work the owner was underinsured. Subsequent
By WILLIAM W. DINTLEMAN offer complete services than 15 the pure performed in claims situations There is a investigation disclosed that a smoke de-

Associated Underwriters Inc. consultant. serious need for policyholder asslstance in tector had not been installed as called for

St. Louis, Mo. One of them lS the propriety of premium this facet of the business, and the broker in the contract and specifications, so the
charges Uncertainty about premium providing complete risk management ser- owner sued the contractor for the differ-

IN VIEW OF THE increased stature of charges is one of the maJor reasons many vices has a continuing flow of claims from ence between his amount of loss and the
msurance consultants, it may seem companies engage a consultant, particular- which knowledge can be gained These insurance recovery, presumably on the as-

strange that there is conflict within the ly if the relationship they have with their cases also keep the broker in personal con- sumption that had the detector been pres-
industry, but it is simply an intensifica- broker is very close or of long standing tact with many claims specialists from ent and activated the damage would have
tion of the underlying competition As the Short of requesting proposals on their cov- whom he can draw further knowledge and been much less.
value of consultants has become more wide- erages, employment of a consultant is the opinions about difficult situations
ly recognized, gross billings and competi- only way buyers can obtain assurance that The primary role of the consultant in The claim was referred to the liability

tion have Increased correspondingly. So their interests are properly served, and con- claims work is assisting in the recovery of insurer, as completed operations insurance
has name calling stant change in the insurance market place losses insured under property policies Few was provided under the policy, but the car-

As an unaffiliated consultant also per- makes it extremely difficult for those not businessmen have any idea of where to rier denied the claim stating that the loss
forming as a broker, I am not affected by actively involved in marketing to keep start when they experience a major did not qualify as an "occurrence" under
the organizational disputes but must admit abreast of the fluctuations. property loss, and agents and brokers con- the policy terms Efforts by the broker and
that the conflict-of-interest inference of centrating their efforts on the selling end the corporate attorney failed to persuade
the "pure" consultants has gotten to me Some consultants wisely avoid detailed of the busmess can seldom provide the the insurer, so I was consulted by a di-
The implication that a person acting in a discussion of premiums It would not seem guidance required to maximize the recov- rector for whom I had previously worked
broker capacity cannot give unbiased ad- possible for them to do otherwise unless ery The largest claims I assisted in settling Upon hearing a summary of the details,

vice as a consultant, or would take advan- they had a working relationship with this year were insured under policies writ- my initial reaction was one of agreement
tage of information gained as a consultant, another firm engaged in day-to-day insur- ten by a broker who is the son of the poli- with the insurer position, as it was an er-
is undoubtably competitively based It lS ance marketing operations. cyholder and who is associated with a full- rors and omissions loss, but further thought
also a method of showing strength where In the minds of many, a surrepitious ar- service agency led me to the proper conclusion that com-
weakness exists, as there are two important rangement of that kind would present a Although the majority of consulting jobs pleted operations Insurance 15 essentially
areas of the business m which the broker greater ethical question than that of the concern property losses, I was recently re- errors and omissions coverage for employ-
tvne of ronqultant iq hetter nofitinnerl tn pnriwiltnni Anprilv An/n/AA in tho hrnl,Ar- +Ainmrl in n rrinet imlic,inl In,1 in+Broctiner rn.ly,w„or; -4, fillnu-,r, trh...
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more extensive use of outside consultants. The loss control group manages the safe-
When a public firm lS audited by a public ty and fire protection services In this area
accounting firm, and their risk manage- we have been successful at managing and
ment function, in particular, is audited, the guiding any of the inquiries made by our
reliability of that audit is questionable. The excess insurance carriers.
public accounting firm can very well audit

Consultant...
in such an instance, be able to provide a to see that certain policies are in force and The claims group primarily handles our
reasonable explanation. that the premiums have been paid; how- workers' compensation and hability losses

How should consultants be evaluated? ever, it is questionable that they are in a In most cases, our excess carriers have
Did the consultant do what was stated position to determine if the types and knowledge of only those claims which ap-

Continued from preceding page in the engagement letter'> Did the con- amounts of coverage, or other risk-financ- proved our retention levels.
Size/Age: IRMC-35 individuals from 14 sultant make it happen, assuming that the ing techniques employed are adequate. In The risk management consultants per-
firms, 3 years old. engagement letter adequately stated the other words, are the firm's financial posi- form a number of special assignments in

ICS-65 individuals from 15 firms, 8 problem or taskg Here are some factors tion and future earning power protected the auditing and research areas of our risk
yearsold. which help in evaluating the consultant and from catastrophic losses which could ma- management program
Bylaws· IRMC-bylaws forbid members to his performance· terially affect the present condition, and Having had an opportunity to work both
work for or receive remuneration from in- • Was the work well planned and ex- can the auditors adequately judge the ef- in a situation with a large internal staff,
surance companies or brokers. ecuted, fectiveness of the current coveragep and in one with a consultant type of staff,

ICS-bylaws allow members to work for • Did the consultant conduct himself in As previously mentioned, consultants I prefer the latter There are a number of
an insurance company or broker on a fee a professional mannet can assist the risk manager in intermediate plusses, as well as minuses, to the consul-
basis, but they cannot be directly involved • Did the employes benefit from their and long-range planning, auditing the pro- tant approach. It is not always the best apt
in the sale of insurance. association with the consultantp gram for management, and with research proach for all situations
Fees IRMC-rules state that members • Was the firm able to carry forward projects Some positive reasons for retaining con-

must charge straight fees and may not his recommendations, How does Transamerica use risk man- sultants include·

receive contingent fees based upon the re- • Were his recommendations practical agement consultants'> • A higher quality of individual, who

duction in costs, increase in profits, etc. and economical? probably could not be justified on a full-

ICS-rules are silent on the point of fee • Was the work performed within the Transamerica Corp. was created in 1928 time basis It would be difficult to keep
being charged based upon savings and in time frame and fee range estabhshed9 as the holdtng company for the Bank of such people challenged on a full-time basis
some cases, members have been known to e Did the consultant follow up with you America As a result of the Bank Holding • It is easier to make "staffing" changes,
charge on this basis to make certain you were satisfied with Act of 1956, Transamerica chose to divest should that become necessary

the quality of the work, although not nec- itself of its bank holdings Some of the • We are of the philosophy that people,
These are only a few points covered by essarily with the outcomep present major holdings include. Occiden- not companies, get things done, (i e, John

each organization's bylaws, rules, and • Would you feel comfortable usmg the tal Life Insurance Co, Pacific Fmance, Doe can make things happen, but that lS
guiding principles When you are seeking consultant again, Would you recommend United Artists, Budget Rent-A-Car, Delav- not necessarily true of an insurance com-
a consultant, professional organizations him to someone else, al Turbine Inc., and Trans International pany, broker, or any institution.)
provide a means of evaluating the quality Do consultants have a future9 Yes' Airlines Worldwide, the Transamerica • Consultants work for us and not for

of the Individual, as well as a place to file Recently the AICPA did a study with family employs approximately 25.000 peo- a boss at an insurance company.
a claim of dissatisfaction 1,250 firms selected from Standard and ple, although the parent company consists • The total annual cost is less than what

However, not all consultants in the field Poor's 1971 Register of Corporations This of only 80 employes. Transamerica paid over three years ago,
of risk management belong to a profession- quality of service being provided by pub- Of the 80 people employed by the parent when they paid commissions on a fully in-

al organization By no means does this llc accounting firms The study indicated company, only three are involved in the sured program.
indicate that they are not qualified, com- that more and more chents (of the pubbc risk management function. The risk man- A negative aspect to retaining a consul-
petent or ethical. On the contrary, a num- accounting firms) had a need for manage- agement department has responsibility for tant is a lack of concern for your problems
ber of excellent consultants are complete- ment consultants and their services It was all of the subsidiaries, which number over which could occur if a personal committ-
ly independent of all professional group further concluded that through the use of 100 Naturally, three people cannot handle ment is not obtained from the individuals
affiliations. such, the public accounting firms could this entire function, and that is where the you choose to retain

In summarizing the selection process, the then provide the public with a more quall- outside consultants become mvolved Some Retaining consultants is only one of a
following basic steps should be taken fied opinion, as it respects the fmancial of these outside consultants are retained on number of approaches to solving problems

• Personal interview with the potential conditions of their clients a continual basis, while others are retained and accomplishing goals It is not the an-
consultants (s) There are some guidelines which may be on a periodic basis swer for all problems, however, if proper-

• Determination of the types and scope issued soon by the Securities & Exchange Transamerica's risk management func- ly utilized, it can be a worthwhile and
of the activities of work performed for Commission suggesting that pubhc account- tion overtly transfers only catastrophe ex- beneficial experience
other clients It is also important to ask for mg firms use outside consultants, as op- posures We specify that the risk transfer
the names of other clients and to request posed to internal integration or diversifi- lS to be exclusive of any services, which
the consultant's clearance to contact them cation The SEC does not want the public we must, therefore, provide Gary J. Bausom ts the Tisk manager of

• Request and review samples of their accounting firms to grow too rapidly, per- The broker group handles the normal Transamerica Corp, headquartered in San
work, recognizing it is confidential haps thereby compromising the quality of marketing functions connected with the Francisco Pnor to Jolneng Transamenca m

• An attempt should be made to obtain a financial audit. placement and procurement of our excess 1972, he was employed in the Tisk man-
references and third party references The risk management function is a prime insurance contracts In addition, they pro- agement departments of Alts Chalmers
(Third party references are names of oth- example of the need for improved Internal vide other supports which could be per- Corp and the Unlverstty of Wisconsin,
er individuals knowing the consultant expertise in public accounting firms, or a formed by the internal staff. Madison.

which have been obtained from the refer-

ences furnished by him )
• In the end, there is no good substitute

for sound management Judgment quently, the father decided to change in- there was no hability to the property own-
Now that you have retained a consultant, surers and cancelled the direct-writer poli- er. The client would be in the same posi-

what do you do with him'>
Dual role... cy, inadvertently cancelling coverage on tion He could then withhold mortgage pay-

Having decided which consultant will the apartment building owned by the son ments, but the insurer could then foreclose
be used, the next thing to be done is to ob- Continued from preced,ng page A fire loss occurred three months later on the property
tam an engagement letter This letter ers errors Research revealed material which caused substantial damage When it Fortunately, the msurance company had

should contain an understanding and defi- which showed the situation was indeed was reported, the insurer promptly denied no wish to be in the property rental bum-
nition of the problem or task to be accom- within the ISO definition of occurrence, coverage ness, and a number of meetings led to a

plished, a general outhne of the approach and a carefully worded letter was written Smce cancellation was effected upon the settlement that came very close to the cost
or methods to be employed, and the time to evoke the desired insurer response written request of the policyholder who of building repairs.
frame considered necessary to accomphsh was a legal partner in ownership of the
the work Surprisingly, it did not, but we followed property, pressing the claim appeared hope- The satisfactory resolution of the claim

When the engagement letter has been re- up with a point-by-point discussion of the less, and the immediate reaction was to was again reached by sifting thoughts of
ceived, it is important that management favorable factors which included the names express sympathy and withdraw. However, other claims specialists, and it taught me
carefully select a liaison person to coor- of several claims managers and under- further probing brought forth factors that nothing can be taken for granted, as
dinate with the consultant. The liaison writers who agreed with our position One which altered the outlook. many of the other persons felt my efforts

should be someone of authority and also, of them was an underwriter m the home The son had ordered the coverage and a were a waste of time Even the most hope-
someone whose area of responsibtlity is to office of the insurer in question. so we binder had been issued in the name of him less case may have underlying merit that
be affected by the study. finally achieved the reaction we wanted and his wife As he had requested, the son will be revealed by penetrating study.

This claim is only one of many which had been billed for the premium and paid The reverse is also quite possible, as one

It is a good idea to communicate to the have convinced me that it is most unwise for the policy with a check drawn upon negative element may destroy an other-
staff affected by the study what the goals to summarily dismiss any loss as not being his account. When the policy was cancelled, wise solid case The combination serves to
and objectives of the consultant are, and covered. The conviction is most strongly neither he nor the mortgagee was notified put the consultant in a very delicate-and
hopefully, the internal reasons for the reinforced by a property insurance matter by the insurer. The son further contended often difficult-position, but it also makes
study. By doing this, it will be possible to to which I was referred by a policyholder. that he had never known that the coverage the guidance of a qualified consultant in-
avoid potential negative effects on em- His chent seemingly was denied payment was added to the policy of the father, and valuable in unusual claims situations.
ploye morale, enhance employe coopera- of a claim by the direct-writing Insurer there was nothing to indicate that the Albeit, the ordinary property damage

tion and reduce the amount of time re- for a fire loss which occurred after the agent, who had left the company, had ever claims present most consulting opportuni-
quired to get things back to normal. carner cancelled a policy without notifica- advised him to that effect The new agent ties. Few small-to-medium businesses ever

Company personnel should be used to tion to the Insured My client thought this was unaware of the original transaction have more than one major property loss,
assist the consultant with detail work. The was a temble way to do business, and I and had no reason to discuss the cancella- so the managements are never able to act
employes are familiar with the available agreed as I knew the insurer to be very tion with the son. from experience Having no idea of how

data and know where to find lt. (It also good in all respects Other facts soon ex- to proceed they rely on their agent who

places some responsibility on the consultant plained the insurer position. These facts were formally brought to the may rely on the adJuster to properly set-
to make sure that the requests for data The apartment building in question had attention of the insurer, and their file was tle the matter. That lS seldom to the ad-
are proper.) been purchased by a young man, but the reopened, but their position toward the in- vantage of the businessman

Periodic progress reports should be re- name of his father was also on the title to sured was not materially changed. Of Considering that the adjuster has pri-

quested and continually compared to the facilitate financing, as the father owned a course, the mortgagee had collection rights mary responsibility for protectmg the as-
engagement letter to assure that there are number of other properties and had an ex- because of lack of notice, but that was of sets of the insurer, he will not be doing his
no major deviations If there are material cellent credit rating The insurance was little consolation to my chent, because that job if he is generous with claimants. And,
discrepancies, they should be brought to the placed with the company insurmg the section of the policy also gives the insurer as a qualified specialist, he has absolute
immediate attention of the consultant and property of the father, and the agent add- the right to take over the mortgage should control if no knowledgeable person is on
discussed with him. The consultant should, ed it to the policy of the father Subse- payment be made to the mortgagee when the other mde of the negotiating table. •
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Even the best commercial fire policy around can't
pay your employees or your on-going bills when
disaster pulls your earnings out from under.

And it can't help you keep operating so your loyal
customers stay loyal customers.

Our new combined Blanket Earnings and Extra
Expenses policy can.

We'll reimburse you for earnings lost while your
bus ness is disrupted and for at least 30 days after
you reopen. You can add up to 360 days if needed.

We'll cover the expense of setting up a temporary
operation from your present quarters or new location
nearby if it's possible.

Ctherwise, we foot the bill to exoedite repal-s

.D

4

Even if it means overtime. Because the sooner you
get back in business the fewer customers you lose.

We've also done away with the old bugaboo, the
standard co-insurance clause.

And we were the first company to offer such broad
coverage for any number of locations under one
policy with one limit, making it an ideal remedy for
claims headaches.

It's exactly this sort of sound insurance idea that's
been keeping us going strong since before
the Civil War.

Call an independent agent for The St. Paul about
our new combined Blanket Earnings and Extra
Expenses coverage today. He's in the Yellow Pages.

Serving you around theworld... around the clock
St Paul, Minnesota 55102

THE ST. PAUL
COMPANIES
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Municipal risks...
Continued from page 1

tions," said Mr. Patton.
He predicted that a decline in

incoming funds, including gas tax
monies, will compel Downey to
allow its roads and sidewalks to

grow more hazardous.
At the same time, Mr. Patton

quoted fbom records that showed
that his city received only 219 lia-
bility claims for the 52 months
from Nov. 16, 1970, to March 19,
1975. He said the total incurred

loss payout for the period was
$208,954. Of the 219 claims, 211

were for losses of less than $5,000,
he added.

"This breaks down to an an-

nual average of 47 claims and
$48,406 of incurred losses," he
said, noting later to Business In-

surance that his city is paying
$200,000 a year for liability cov-
erage.

Yet despite Downey's relatively

good loss experience, Mr. Patton
told the legislators that the city
has been notified by its current
liability carrier, the Insurance
Co. of the Pacific Coast, a part of

the Gulf Group of insurance com-
panies, headquartered in Dallas,
that it must locate a new liability
carrier.

Indeed, most witnesses agreed
that aggravating the dilemma of
out-of-sight liability premiums is
the abandonment of the California

municipal liability market by a
mounting number of underwriters.

Chubb Pacific (Pacific Indem-

nity) withdrew from the market
in July, 1974, it was repeatedly
noted. Now other small under-
writers-the Insurance Co. of the

Pacific Coast had premium writ-
ings of only $5,214,000 for the first

10 months of this year-are either
cutting back or giving up the
coverage entirely.

"The situation in municipal lia-
bility portends to be more serious
than that in malpractice," glumly
observed Alister McAlister, chair-
man of the assembly committee on
finance, insurance and commerce,
one of the two committees that

sponsored the open hearing.
Chief among the causes for the

situation, now identified as a
'crisis," is the diminution of
governmental fmmunities that ac-
companied the enactment in 1963
of a comprehensive California
statute establishing tort liability
for political subdivisions.

John H. DeMoully, executive

secretary, California Law Revision
Commission, testified that the law
lays down three principal areas of
public entity liability: (1) vicari-
ous liability for employes and in-

dependent contractors; (2) dan-
gerous condition of property and
(3) failure to discharge a man-

Business insurance Employe Benefits
Communications Awards Competition

Award of Excellence

presented
for outstanding achievement

in communicating an
employe benefits program

On April 27,1975, at a luncheon during the Risk and
Insurance Management Society's annual conference,
Business /nsurance will present awards for outstanding
achievement in communicating employe benefits programs.
Awards will also be presented to consultants.

The competition officially opens on January 1,1976 for
entries to be received in the New York office of Business
Insurance (note address below).

There are four categories of communication which will be
judged by an independent panel selected by Business

City

atory duty.

Since 1963, the courts have
plowed deeper inroads into the
governmental realm, noted Mark
C. Allen, Jr., city attorney for the
cities of El Segundo and Palos
Verdes Estates.

Mr. DeMoully noted that in-
verse condemnation, an expanding
area of municipal liability, is n6t
affected by the 1963 statute be-
cause it has a constitutional basis.

He went on to urge that any
new immunity legislation be di-
rected at a specific problem. "It is
my personal belief that some ad-
ditional, narrowly drawn immun-
ities might be justified," he ac-
knowledged.

Not that new immunities stood

alone as a possible answer to the
complex question.

Mr. Tavernetti, who proposed a
law compelling full disclosure of
risks by companies writing muni-
cipal liability in the state sug-
gested that legislators pass a law

/nsurance. The categories involved are: Booklets...
Personalized Correspondence... Audio-Visuals... Total
Communications Program. The competition is open to
all companies and is not limited by the number of employes.

For more information about the competition, to obtain entry
forms or to submit your employe benefits program, call...
Ronnie Drachman, Awards Coordinator, 212/986-5050 or
clip the coupon and send it to us as soon as possible.

Note: Entries will not be received after February 23, 1976.
If your entry will be delayed, for any reason, please let
us know.

Employe Benefits Communications Awards Competition
Mail to: Benefits Communications Awards • Business Insurance • 708 Third Avenue • New York, N.Y. 10017

Yes, I am interested in entering our communications program(s). Please send me entry blank(s)
and the competition rules.

Name, title

Company

Address

Telephone

State Zip

that would safeguard cities from
financial jeopardy "placed upon
them by untimely cancellations or
by increases of premiums" on lia-
bility policies.

In addition, Mr. Tavernetti
asked for a "thorough investiga-
tion of the law of governmental
tort liability."

Taking that point further, James
E. Neal, chairman, City Managers/
City Attorneys Joint Committee on
Insurance Liability, submitted a
written piece advocating that "at-
torney's fees be mandated."

Assemblymen took all proposals
under advisement.

Self-insurance accompanied by
professional risk management pro-
grams was put forward as a way
out of the crisis. 1

While there was concern voiced

about the ability of small cities
(over 200 of the 413 cities in Ca-
lifornia have populations under
15,000) to utilize this form of pro-
tection, a number of speakers, in-
cluding Richard D. Patton, direc-
tor of finance, Downey, repeated
a conviction that higher deducti-
bles are the best answer-at least

for large cities.

He told this magazine that after
Downey's liability policy is ter-

minated by the Insurance Co.
of the Pacific Coast next summer,
he hopes to have a new system of
excess coverage and high deducti-
bles firmly in place.

"Then we shall contract out all

claims management and claims
adjustment services," he said,
pointing out that he believes there
are more benefits in contracting
out services to specialized concerns

than in relying on insurance com-
panies for these jobs.

In pursuing this course, Downey
will have plenty of company. The
fabled city of Beverly Hills this
fall replaced a liability policy hav-
ing a $500 deductible with one re-
quiring a $25,000 deductible. The -
old, low-deductible policy was

from Centennial Insurance Co.,
which gave notice on October 25

that it was cancelling its liability
coverage for the city, said to be
confronting financial woes. The
new liability carrier is Admiral
Insurance. •

Insurers and

brokers still

serve cities
SANTA ANA, CA.-It wasn't

all gloom and doom for the be-
leaguered California city officials

who attended the assembly hear-
ing on municipal liability prob-
lems.

Even though such underwriters

as Chubb Pacific (Pacific Indem-
nity) and the ·Insurance Co. of the
Pacific Coast either have exited

or will exit from the municipal
liability field, there are brokers
and carriers who are interested in

providing liability coverage for
California cities.

These companies include Ad-

miral Insurance, part of Security
of Hartford Insurance, Hartford,
Ct.; Jefferson Insurance Co., New
York; Calvert Insurance Co., Bal-
timore, Md. and Covenant Mutual,

Hartford, Ct.
In addition, Cal-Surance Asso-

ciates, Torrance, Ca., is a broker-
age firm that specializes in sup-
plying insurance and risk man-
agement services to California
municipalities. •

Rail safety
State railroad safety inspectors

will be allowed to make freight
car as well as track inspections
under rules changes announced
last month for the federal-state

joint railroad safety program.



Hit heavy pension costs in nation's capital
WASHINGTON-Pension costs

should be slashed in the District of
Columbia, even if that means cut-
ting benefits, to head off gigantic
financing problems in the future,

Mayor Walter Washington this
month.

The District is sitting on un-
funded future pension liabilities of
more than $1 billion, but Mayor
Washington warned that tamper-
ing with pensions already being
paid or promised to District em-
ployes should be "highly explo-
sive."

A move by the District to borrow
$50 million in the bond market,
the first private borrowing ever by
this local government, has trig-
gered fears in the Congress of a
future New York City in the mak-
ing.

This is despite the fact that Dis-
trict officials have argued that the
$50 million would merely refi-
nance, at lower interest rates, a
similar debt already owed the fed-
eral government.

Sen. Thomas Eagleton (D-Mo.),
chairman of the Senate District
Committee, is insisting, however,.
on a complete outside audit of Dis-
trict finances, including pension
costs, before allowing any such
borrowing to take place.

The District is in a peculiar po-
sition with regard to its benefits
programs and its pension costs.

It only recently won home rule
powers from Congress, which tra-
ditionally has run the municipal
affairs of this federal city.

Home rule, however, has left
about 60 % of the District employes
under the U.S. Civil Service Sys-
tem, which costs the District 7 %
of payroll. Another 5 % of District
employes are covered by Social
Security alone or through the
Teachers Insurance Annuity Assn.,
(TIAA) or College Retirement
Equity Fund (CREF).

Gramma r and high school
teachers are in a District run pen-
sion fund, as are police and fire-
rnen.

The police and fire fund is gen-
erous in its benefits-retirement
after 20 years of service at one
half of final year's pay. That
annount is unreduced by an ac-

HOW TO ORDER

B. I. REPRINTS

Readers may now order low
cost reprints of articles that
appemed in BUSINESS IN·
SURANCE directly from this
magazine. Articles are re-
printed on 814" x 11" sheets
and carry the BUSINESS IN-
SURANCE credit line and
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

tuarial considerations.
The average retirement benefit

of policemen and firemen retiring
in the fiscal year ended last June
30 was $13,000 a year. Retirement
costs for 3,100 retired policemen
and firemen now amount to about
$42 million a year.

About 6,000 active policemen
and firemen are presently con-
tributing 7 % of their pay to the
fund.

While benefits are generous,
they are also totally unfunded,
with the future liability of these
benefits estimated at $1 billion.

The teachers pension fund isn't
in quite the same I>redicament.
With about $60 million in assets,
the unfunded liability is estimated
at $450 million.

About 2,500 retirees drew $22
million in benefits in the fiscal
year ended last June 30. There are
about 7,500 active teachers.

District officials have corn-

plained to Congress that they have
merely inherited a benefit sched-
ule established by Congress when
it had full control over the Dis-
trict's fiscal problems.

Mayor Washington said it would
be legally questionable if the Dis-
trict could make any changes in
benefits or pay status promised to
workers already employed by the
district.

Sen. Eagleton retorted that if
Congress "grandfathered" these
employes into the District's bene-
fit schedule it can "grandfather
them out."

The Mayor said he would look
carefully at revamping the pen-
sion benefit schedule for employes
to be hired by the District in the
future.

But the District has yet to for-
mulate its own pay and benefits
pOliCY-one separate from tht they
inherited from the federal govern-
ment.

Its home rule authority requires
a comprehensive pay and bene-
fits plan to be in effect by Jan. 1,
1980, but its not considered likely
that any individual changes-
such as in pension benefits-will
be made until the total package is
ready.

The District last year had sug-
gested a $75 million a year plan
that would finance the pension
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benefits of the teachers, policemen
and firemen over a 30-year period.

The District plan included a fed-
eral contribution of from 15 % to
25% of that amount. It was never
acted upon in Congress.

The policemen and firemen are

already organizing to fight the
threat to their pension benefits, al-
though it was Congress, not the
District, which granted the bene-
fits in the first place.

"They got the benefits from a
Congress that was going their
way," a District official told Buss-
iness Insurance. "They have to ac-
cept that one year Congress may
be going with you, and another
year they won't be." •

Aviation
If it's not plain vanilla - call Art.

Arthur G. Everett/Aviation Underwriter

J.H.Blades& Co.,Inc.
P.O.Box 22003 Houston 77027 713/5264551

P.O.Box 17187 San Antonio 78217 512/826-2378
To reach us toll free, simply ask your local operator in the

following cities to call the number listed for your city.
New Orleans-Enterprise 7021; Los Angeles-Zenith 9-0216,

Dallas, Austin or Corpus Christi-Enterprise 70216

Bring us your problems
We're not as old as the vener-
able lady shown here, but in
our way we, too, have solved
many problems for people just
by showing a welcome door.

When you find yourself
with surplus/excess accounts
that are high risk, complex,
and hard to place, don't
worry about them. Bring
them to us.

?r

We're innovative, flexible,
and our capacity hasn't been
stretched yet.

With over 65 years' ex-
perience, we understand your
needs and problems. And we
have the responsiveness,
flexibility, and professionalism
to help you solve them.

Call. Our full facility is at
your service when you do.

k5r
Sayre 82 16so, Inc.
SPECIAL. RISK UNDERWRITERSPOROVERMYEARS
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Headquarters: Los Angeles. Offices: San Francisco, New York, Seattle, Portland, San Diego, Denver, Houston, Atlanta, Phoenix, New Orleans.
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people

New risk manager at
Gulf Oil Canada Ltd.

Gulf Oil Canada Ltd. appointed
Claud R. Smith, 39, manager of its
insurance department in Toronto.
He succeeds W. F. Hickey, who
died in October. Mr. Smith will be

responsible for the risk manage-

ment of all assets of the company,
excluding employe benefits. He re-
ports to the treasurer. Formerly,
Mr. Smith was supervisor of in-
surance for the company's eastern
region and was based in Mon-
treal. Gaetan Guay was promoted
from within the insurance depart-
ment to take over that position.

***

E. Dean Kirschner was named

claims specialist on December 15

by Amfac Inc., San Francisco. His
responsibilities include adminis-
tration of all claims activity for
workers' compensation, general li-
ability and property insurance and
he reports to the corporate risk
manager. Formerly, the function
was split between Amfac's broker
in San Francisco and the corporate
headquarters of the diversified
consumer service company in
Honolulu. Mr. Kirschner came to

Amfac from The Great American

Insurance Co., San Francisco,
where he worked for six years,

most recently as special risk claims
coordinator and litigation super-
visor.

***

Beginning on January 2, John
Rosenstengel, 33, will assume the
position of assistant risk manager
at AMP Inc., Harrisburg, Pa. He
has worked for the company for
nine years, most recently in a di-
visional finance position. Mr. Ro-
senstengel's responsibilities in-
clude property/casualty and in-
ternational risks for the manufac-

turer, but not employe benefits.
He reports to the insurance man-
ager and replaces Peter R. Kuchta,
who retired this fall.

***

Midland-Ross Corp., Cleveland,
promoted Eugene A. Bulgrin, 50,
to insurance Inanager. He previ-
ously was insurance administrator
and that position will not be filled.

Mr. Bulgrin's responsibilities in-
clude property/casualty risks, as
well as the purchasing of workers'
compensation and some employe
benefits policies. He reports to
the assistant treasurer, who along
with the treasury financial man-
ager, had performed the lion's
share of insurance duties before

Save on Group Subscriptions
You and your fellow executives with financial, risk
management, employe benefits and loss prevention
responsibilities can be reading your own copy of
BUSINESS INSURANCE every-other-Monday morn-
ing for just $7.00 per person, per year.

This is your opportunity for a 40% discount on all

new group subscriptions...a savings of $5.00 per

subscription.

To apply for the group subscription rate, at least five
executives in your firm must subscribe to BUSINESS

INSURANCE under one company billing.

For more information, or to begin your new Group

Subscription now at only $7.00 per person annually
(remember, a minimum of five copies per company),
fill in the following information...

Individual Name Title

Company Name

Nature of BusineRR

Addrp.RR

City State 7ip

# of subscriptions to be included in group

Executives:

Name Title

and send to: $ enclosed. C Bill me.

GROUP SUBSCRIPTIONS

BUSINESS INSURANCE

Circulation Department
740 Rush Street

Chicago, Illinois 60611

Mr. Bulgrin was hired a year ago.

Since that time, he has gradually
taken over these functions. Mr.

Bulgrin previously worked for
Kemper Corp., Long Grove, Il., as
a claims manager and division
claims specialist.

***

Seattle-based New England Fish

Co. promoted three people in its
corporate risk management de-
partment: Charles K. Hoins, 34,

was named vp. He was corporate
risk manager and manager of
property and real estate at New
England Fish Co. and retains the
same responsibilities as before.

Douglas L. Blair, 28, was promoted
to the position of insurance man-
ager. He was assistant manager of
insurance and loss prevention and
will continue to handle those du-

ties. Karen L. Johnson, 18, was
appointed assistant property man-

ager and administrative assistant
in the insurance department. She
was a management trainee before
her promotion. i

Insurer tells

of inadequate
cover for cost

of restoration
CHICAGoO-A fire ignited by

solvent vapors in a North Carolina
shoe manufacturing plant over-
powered automatic sprinklers and
caused $1.1 million in damage.
Only 82 %, or about $900,000 was
collectible because of inadequate
insurance coverage.

Kemper Insurance Co., Long
Grove, Il., used this and other ex-
amples to dramatize what hap-
pens when a gap between cover-

age carried and restoration costs
is found to exist.

Among their suggestions are for
commercial property owners to
learn the cost of rebuilding in the
event of a substantial loss. The

insurer also advises including in-
flation endorsements that auto-

matically would increase the face
amount of a policy by a stated
percentage periodically.

Underinsurance of commercial

property is commonplace and is
due primarily to rapidly increasing
construction costs.

Kemper's Senior Vp Joseph E.
Luecke, who is also underwriting
manager, noted that a review of
500 policies up for renewal indi-
cated only 35% of them had re-
quested increased insurance limits
on their coverage.

"This is difficult to understand

at a time when the costs of both

labor and materials in the con-

struction industry are increasing
at annual rates approaching 10%,"
Mr. Luecke said.

The principle of coinsurance re-
quires the insured to maintain an
amount of insurance equal to a
stipulated percentage of the value
of the property. Failure to do so
results in the insured having to as-

sume part of the loss himself, he
explained.

The coinsurance clause requires

frequent monitoring of values but
permits the insurance company to
charge a lower rate than would

otherwise apply for the same
amount of coverage, Mr. Luecke
continued.

The failure of a Southern food

freezer plant proprietor to main-
tain the proper amount of cover-

age on his property cost him $80;
000 on a $400,000 fire, even though
the property was insured with a
$800,000 blanket policy. The dis-
erepancy occurred because the
premises had an actual cash value
on its structure and equipment
of more than $1 million. m

Consider joint hearing
on pension reform law

WASHINGTON-An unusual

joint session of the two House
subcommittees concerned with

pension reform is being considered
for early this month because of
recurring problems in the admin-
istration of the pension reform
law.

Rep. John Dent's (D-Pa.) House
Labor Standards Subcommittee

has not held public hearings on
the law since last May. It super-
vises Labor Department responsi-
bilities under the law.

Rep. Charles Vanik's (D-Oh.)

Oversight Committee of the House
Ways and Means Committee held
hearings on the law last month.
It supervises Internal Revenue
Service activity under the law.

If held, it would be the first
such joint gril ling of the bureau-
crats responsible for the pension

reform law since the Employe Re-
tirement Income Security Act was
enacted in September, 1974.

It would also provide an oppor-

tunity for backers of amendments
to that law to apply pressure on
the House Ways and Means Com-
mittee for action.

Legislation to amend the law
(H.R. 7579)-including provisions
to revamp its controversial co-fi-

duciary liability section-was ap-
proved by the House Education
and Labor Committee last month.

Because the Education and La-

bor Committee shares jurisdiction
over pension reform with the Ways
and Means Committee, no final
House action is likely until Ways
and Means takes a stand on the

an*ndrnents.

The joint session is also expect-
ed to quiz both Labor and the IRS
on the status of reporting and dis-
closure requirements, and on the
controversial position the IRS has
taken on the subject of pension
plan discrimination against rank
and file participants in favor of
company owners or highly com-
pensated employes. •

classified advertising
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HELP WANTED

AGENCY located in the South has opening for
man with 3-5 years experience as Company
Marketing Representative with Administrative
ability or Commercial Lines Underwriter with
Sales and Administrative ability. Oportunity
to progress and buy into agency. Send resume
to:

Box 705, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611

AGENCY IN NEED OF EXPERIENCED JUNIOR
OR SENrOR ACCOUNT EXECUTIVE with man-

agerial ability. Willing to work to build a
future for himself in established Virginia
agency. Send resume to:

Box 706, BUSINESS INSURANCE
740 Rush St., Chicago, Ill. 60611
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There's virtually no construction operation that
American Home won't consider.for Builder's Risk

insurance.

From cloud-scraping buildings to underwater
tunnels.

From missile bases to sewage treatment
plants.

Highways, utilities, liquid natural'gas
storage facilities-all of them are king-sized projects,
and all of them can involve king-sized risks..

That's one reason why so many contractors
-through their agents and brokers-are turning
to American Home.

We've got the kind of capacity that's needed
We welcome inquiries from
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You think big. We think big.
to handle jumbo risks. Up to millions of dollars American Home
capacity. Plus the diversity of experience that Assurance Company
enables us to price our risks competitively. Dept. 81075102 Mdiden Lane. New York. N. Y. 10005

And one thing more: Our engineering Please send me information about your Builders Risk In-
surance.

specialists are our engineering specialists. On staff. I am also interested in receiving in formation about the cover-
ages indicated below.

Not free lancers. They're heavily experienced and U Commerd:11 Multi-Peril- 0 Pipelines
strongly motivated to improve your risk. El Contracters Equipment· 0 E.D.R

Ni, meWe'll even think small, if you wish. Because,
if necessary, American Home is ready to consider . Title

covering just part of a major construction project, Company

as well as the entire.project. Addres

Send the coupon today for more information. rily 91:., 7ip
i 130-512-06

Youilllike the way we think. ·AY'* A Member Company of
FIL. I American Internaional Group.

any licensed agent or broker. You con't have to be a regular producer to place business with American Home.



e canhelpkeepastranger
outofyourboardr m

If an active principal dies and your t-irm cannot purchase
his share, his heirs may sell to a stranger-.

You may not like the stranger. And he may n-t like you.
Or something even worse. The family m-ght put an-

other family member into a management role.
Such events produce conflicts that can destroy a tusi-

ness. Conflicts of gcals, strategies, values, management
philosophy, life-style »

And all at a time when the loss is creating other pres-
sures. Uncertainty among key accounts. Tighter bank

credit. Pressure trom creditors, and competitors. Low em-
pbyee morale. Loss c·f management skills. Loss of profit.

A Continental Assurance "Business Buy Out life in-
surance plan protects heirs, stockholders, employees. It
puts a value on the holding and provides the money to
bu¥ it.

It ·cannot save the heartache. But it may save the
business.

Estate and Business Planning Services

Continental Assurance Company
INSURANCE FROM

See Your Indepencent Agen: cr the Cantihental Assurance sals o#ice listec in rhe Yellow Pages *


