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update:
Lloyd's alternative
sidesteps 20% rule

LONDON-U.S. brokers merging
with U.K. counterparts will not have to

divest most of their Lloyd's broking in-

terests as expected, according to a new

ruling by Lloyd's officials.

The new plan, in anticipation of
Lloyd's restructuring according to

Fisher Report recommendations,

Continued on next page
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By STACY SHAPIRO

Risk managers: How good is your filing sys-NEW YORK-

tenn?

Could your file clerk produce a certificate of insurance
filed with you 40 years ago? If it's a certificate from Baldwin-
Hill Co. or Baldwin-Ehret-Hill filed between 1935 and 1962, it
could be worth $10,000.

That's what Keene Corp. is offering for information lead-
ing to the discovery of liability insurance policies in the
name of those companies.

Keene is now defending 6,000 asbestosis liability claims
involving Baldwin-Hill and Baldwin-Ehret-Hill products.
Through an acquisition, Keene inherited the claims but not
proof of all insurance written for the products.

"We've paid out about a couple of million so far in asbestos

claims," said Charles A. Foster, director-risk management
for Keene Corp. "There are a number of years for which we
can't find insurance policies." They range from 1935-1962.

Keene thinks Baldwin-Hill and Baldwin-Ehret-Hill had -4[
policies during that period ranging from $100,000 to perhaps ,
$1 million in limits. Keene has found some policies but it's 1
looking for proof that more existed and who the under-
writers were. A certificate of insurance would be proof be-
cause the underwriter of the insurance is named on it.

The reward offer could send risk managers scurrying to
dusty boxes of documents stored in corporate caverns. The
offer was first advertised in the December issue of Risk Man- |
agement, the monthly magazine published by the Risk &
Insurance Management Society.

Continued on page 21
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Coverage continuity
bec kons D&0 buyer

By RHONDA L. RUNDLE sure process, identifying potential claims that could
be excluded from coverage.

LOS ANGELES-Sereral new markets entering This ticklish application procedure discourages
the directors and cfficers liability arena are luring risk managers from changing D&0 insurers because
buyers away from established markets through use o f each switch may mean new disclosures, new exclu-
innovative underwriting and price ccmpetition. sions and a break in continuity of coverage.

Some ofthe newcomers are fashioning broader pol- Some new D&0 markets such as Shand, Morahan
icy forms and unconventional underwriting criteria & Co. Inc. of Evanston, Ill., are steering clear of conti-
they say improve coverage and meet buyer demand. nuity. Roughly speaking, however, the controversy
Their critics charge these gractices show poor under- pits the established markets against their new com-
writing judgment that cou: d sink insurers in a sea of petitors.
claims. The president of Na-

The central contro- Illilligl5fi::,: . tional Union Fire Insur-
versy concerns the con-  .....- ance Co., the top U.S.tinuity of coverage as- Illlql IMEmimilrI  « D&0 writer, strongly

opposes continuity.
<u "Offering continuity

sive new D&0 markets: 1  by way of accepting aFirst State Insurance * six-or nine-year-old ap-
Co. of Boston, a subsidi-
ary of The Hartford In-

plication is like walking
into a dark room and

surance Group; the Fed- ¢ =-=4 Al. I ... -4-7* f f. 4 i having no idea what's in

eral Insurance Co. of 1 there. You're clearly not
Short Hills, N.J.. a L-_ _-__1_- f. underwriting," Joe
member of Chubb & DeAlessandro said.

INA draws this view of D&0 liability
Son Inc., and Midland The warranty ques-
Insurance Co. through tions are there to iden-

Capacity Managers International in New York. tify activities that might give rise to a claim insurers
Continuity of coverage is granted by these markets should know about, he stresses. "Reinsurers would

on a case-by-case basis to a buyer who is switching have to take a dim view of this (continuity)."
D&0 insurers. In lieu of asking the policyholder to "The D&0 fraternity is very concerned about the
identify circumstances within the company that practice," observed John Van Cleve, president of
could give rise to a claim, the underwriter accepts and INAX Inc., another established D&0 market. "We've
reviews the statement made to the previous insurer. considered it and have decided against it. Theoreti-

Conventional D&0 underwriters exaluating a new cally, the step opens the insurer to many more
risk require the corporate buyer to repeat the disclo- Continued on page 21

Cardmaker's reco r
Only workers comp
registers bad news'

By KATHRYN J. McINTYRE

CLEVELAND-The word at American Greetings Corp.

here is sweetness from Strawberry Shorteake, homespun
humility from Holly Hobbie, zaniness from Ziggy and "cut
the workers compensation losses" from management.

The three characters that adorn American Greetings
products behave themselves, giving the nation's No. 2 4
greeting card company an enviable liability loss record.
The worst year ever saw a mere $30,000 in liability losses.

Eleven plants that turn out greeting cards, wrapping paper,
ribbons, candles and other notions are so well engineered by the
Factory Mutual System to stop fire that the
company's worst property loss involving a plant
was $70,000 on a construction project. Strong winds
and a wind tunnel created by a half-finished build-
ing blew down a 70-foot wall at the Cleveland plant.

Continued on page 22

When your product is as innocent
as little Strawberry Shortcake,
your RM duties can be minimal,
finds American Greetings' Paul
Ozan.

d is good tidings
Executive's legal expertise
complements his risk duties

Tax breaks to play role

INSIDE.
Page 2

I in national health policy

Paul Ozan

e CLEVELAND-Paul H. Ozan spends 15% of his time
c managing the risks of American Greetings Corp. here with

2§ the help ofa secretary and the part-time help ofthe corporate
4 receptionist on claims.

8 The other 85% of his time is relegated to legal duties as
5 assistant general counsel and assistant secretary of the com-
w pany.

s "Conceptually, we could use a full-time risk manager, but

 we don't have enough insurance problems," Mr. Ozan said.
"It's not that I'm that good; it's easy to keep it part-time
because of the nature of our business." The nature is highly
risk-controlled (see accompanying story).

He also credits outside consultants with helping keep a lid
on the time needed for risk management. They include: the
20-year veteran engineers from Arkwright-Boston and the
company construction engineers who make fire safety rec-
ommendations.

Continued on page 22

Hypertension screening
saves lives and money

Page 3
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-update:
Option sidesteps 20% limit
Continued fTom previous page
presents an alternative to the traditional 20% limitation on foreign
ownership of Lloyd's brokers.

"For now, the 20% rule stays as it is," explained a Lloyd's spokes-
man. "But if companies are willing to accept the authority of
the Committee of Lloyd's in the regulation of underwriting and
broking activities, directors, employment of auditors and the
suspension or expulsion of member firms, we will grant an
exemption."

The ruling, in effect, asks U.S. or foreign investors to accept in
advance the authority Lloyd's is seeking with a bill now in Parlia-
ment. According to a Lloyd's spokesman, the new ruling retroac-
tively allows Marsh & McLennan, recently merged with C.T. Bow-
ring, to retain its Lloyd's holdings.

Frank B. Hall, which merged with Lloyd's broker Leslie &
Goodwin more than a year ago, could reacquire what it divested to
meet the earlier rules, but Hall officials were not available for
comment.

Early retirement to cost more
CHICAGO-The estimated cost ofSears, Roebuck & Co.'s early

retirement program has risen 40% over initial projections because
of a higher-than-anticipated acceptance by eligible executives.

Of the 2,400 eligible executives, 1,480 accepted the early retire-
ment plan under which they can retire and receive half pay for the
next three years or until they reach 65.

The firm had expected to make one charge of $45 million against
third-quarter earnings, but the additional costs will require an-
other charge on earnings from the fourth quarter, the company
said.

Originally, Sears said the program would contribute to a annual
savings of $125 million.

Court to rule on reinsurance
LONDON-The U.K. High Court will decide whether the Ameri-

can Foreign Insurance Assn. should be held to its reinsurance
agreement with Great Atlantic Insurance Co. of Delaware for mil-
lions of dollars in marine losses suffered by Great Atlantic.

Attorneys for Great Atlantic and London sources said AFIA has
contended its member company The Home Insurance Co. is not
liable for the reinsurance on 17,500 policies because it never gave
authorization to be bound by the agreement.

The Great Atlantic attorney would not comment on how the
insurer would be affected if the court rules in AFIA's favor, saying
it would be "mere speculation."

City, mass murderer sued
CHICAGO-The city of Chicago is completely self-insured for

liability in a $22 million damage suit against the city and convicted
mass-murderer John Wayne Gacy, filed by a mother ofone ofhis 33
victims.

The suit, filed by Rosemarie Szyc, charges the Chicago Police
Department failed to protect her son John, 19, and should pay $11
million in damages. Mr. Gacy also should pay $11 million in dam-
ages, she said.

The suit says Chicago police were negligent in allowing Mr.
Gacy, who had been arrested numerous times in Chicago, to go
unwatched and eventually kill her son.

Doctors vote against PSROs
SAN FRANCISCO-The American Medical Assn. supports the

elimination of professional standards review organizations.
The AMA's House ofDelegates voted 104-100 to encourage aboli-

tion of PSROs after a lengthy debate at the 1980 interim meeting
here, reports the American Medical News.

Members say they are displeased with the recent makeup of the
review boards.

The AMA says the PSRO program should be assessed by the
Reagan administration and possibly an improved peer review pro-
gram established.

Disasters cost $185 million
LONDON-Within a day of each other, two offshore disasters

brought British insurers an estimated $185 million in combined
losses, Business Insurance learned.

On Dec. 11, an Egyptian drilling rig worth $25 million sank while
in tow off Port Said. The next day the tanker Taurus carrying
liquefied natural gas, ran aground off the coast of Japan. The loss
on the Taurus was estimated at $160 million, but a salvage effort is
underway to try to reduce the loss for the owner, the Energy Trans-
portation Corp. of New York.
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Trapp lodge burns
All that remains of the main building at the popular
Trapp family cross-country ski lodge in Stowe, Vt.,
is the fireplace chimney in the background. The 25-
room building was destroyed by a fire Dec. 21 that
killed one person and injured seven. The lodge,

owned by the Von Trapp family made famous bj
the "Sound of Music," was insured for propertj
damage and liability by a package policy from St
Paul Cos. Larry Avar, St. Paul's general manager ir
Springfield, Mass., said the burnt structure waE
insured for under $1 million, its value. He woulc
not disclose the liability limits.

1981: health policy with tax code
Cabinet members to sculpt

Stockman

Schweiker

By JERRY GEISEL

WASHINGTON-The Internal Revenue Service tax code will be
among the tools two key members of President-elect Reagan's Cabinet
will use to sculpt a new national health policy.

Rep. David Stockman (R-Mich.), the 34-year-old "wunderkind" who
has been catapulted from Congress to director of the Office of Manage-
ment and Budget, is the leading advocate of using tax incentives to inject
more competition into the health care delivery system.

Sen. Richard Schweiker (R-Pa.), Mr. Reagan's choice to direct the
sprawling Department of Health and Human Services, advocates tax-
free rebates for employees who opt for low-cost group health insurance
plans.

Sen. Schweiker, 54, who ran in the No. 2 spot in Mr. Reagan's unsuc-
cessful bid for the Republican presidential nomination in 1976, also is a
keen student of Social Security financing problems and a long-time
backer of health maintenance organizations.

Normally, the Office of Management and Budget director, who must
continually check the pulse of the federal government's $640 billion
budget, wouldn't have the time or interest to get involved in health
issues.

But experts believe Rep. Stockman will be different. In his two terms
in Congress, Rep. Stockman, a one-time student at Harvard University's
divinity school, displayed an extraordinary interest in health issues.

He vehemently fought the Carter administration's proposed cost con-
trols for hospitals. Later, he and Rep. Richard Gephardt (R-Mo.) intro-
duced the National Health Care Reform Act of 1980 to overhaul the
nation's health care system through radical new use oftax incentives (BI,
June 9).

Tax laws would be changed to reward employees who enroll in less
expensive plans with less reimbursement. "We feel that as a matter of
good tax policy, we shouldn't encourage the unchecked growth of em-
ployer health benefitexclusions," Rep. Stockman said last summer in an
interview.

Employers could continue to contribute any amount they want to an
employee's health benefit, but any amount over a set contribution limit
would be taxable to the employee.

Employees opting for low-cost plans with high deductibles and coin-
surance could receive as much as $500 cash rebates, under the Gephardt-
Stockman proposal.

Rep. Stockman believes tax-free health insurance benefits have fueled
the tremendous inflation in medical and hospital costs.

Continued on page 4

DOL calls benefits ashore
WAYNE, N.J.-Another major

U.S. corporation will have to pull
ashore its benefit program rein-
sured through its Bermuda captive
insurance company.

The U.S. Department of Labor
says that by March 31, American
Cyanamid Co. must stop using its
Bermuda captive, General Insur-
ance Co. Ltd. (GEICO>, to reinsure

group health and long-term dis-
ability plans insured through Pru-
dential.

The Labor Department pre-
viously ordered U.S. Industries
Inc. of New York and Sambo's
Restaurants Inc. ofSanta Barbara,

Calif., to quit using Bermuda cap-
tives to reinsure group life and
health plans also insured at that
time with Prudential (BI, Nov. 3).

Last year, the Labor Department
said a U.S. insurance subsidiary
could underwrite group benefit

programs for its parent company's
employees if the business didn't
account for more than 50% of the
subsidiary's total business (BI,
Aug. 20, 1979).

But that rule, which increased
the limits from 5%, only applies to
domestic insurer subsidiaries. The

Labor Department prohibits the
direct insurance of benefit pro-
grams with offshore insurers.

The exemption also does not
permit insurance subsidiaries to
reinsure benefit plans underwrit-
ten by licensed insurance. Rein-
surance arrangements would be
judged ease by case, the depart-
ment said.

American Cyanamid last Janu-
ary requested an individual ex-
emption to continue to use its cap-
tive. But the Labor Department re-
jected American Cyanamid's plea,

as it did U.S. Industries' request.
Sambo's apparently never re-
ported its arrangement.

The department says it opposes
offshore captives because they are
difficult to regulate and not as safe
as domestic insurers.

"We are disappointed at the La-
bor Department decision," said
G.W. Coulthart, corporate director
of employee benefits at American
Cyanamid. He said the giant
chemical company will consider
other benefit funding methods.

In 1980, GEICO reported pre-
miums of about $30 million, with
about 90% related to parent com-
pany risks. Its group health and
disability business was about $10
million.

The plans coverabout 25,000em-
ployees. GEICO assumed 90% of
the risk and Prudential covered
the remaining 10% .
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Continued on page 11

Insurers bid for pipeline liability plan

Business picks up in New York
Renewals boost 61-FS -S_ ..i* e 5 3 Free Trade Zone
exchange business )1 6112 volume doubles

By ELLIS SIMON 1;#S imii
NEW YORK-The New York Insurance Exchange

at year-end 1980 is playing a cameo role in the world
reinsurance market, but it has yet to live up to its ad-
vance billing as the "American.Lloyd's."

Exchange syndicates are writing more insurance
now than in the first months after it opened in late
March, when it wasn't uncommon for a day to go by
with no business written.

"You even have to wait in line to see underwriters,"
said Marsh & McLennan vp John Belcher, alluding to
the image of brokers queuing up at underwriting
bQoths at Lloyd's of London.

The flurry of recent activity is attributed to a com-
mon Jan. 1 renewal date on reinsurance contracts. The
reinsurance business bound for Jan. 1,1981, is pegged
at several million dollars in premiums by NYIE trea-
surer Truman Dodson V, but he.couldn't be specific.

Still, the premium volume for the first year of the
exchange probably will be halfof the $50 million pro-
jected on opening day by exchange president Donald
E. Reutershan. Mr. Dodson says business written in
the first eight months annualizes at $21 million in pre-
miums.

Both supporters and critics of the exchange blame
the current glut of insurance market capacity and stiff
competition for the slow growth of the exchange.

Carefully selecting risks to underwrite will pay off
later, say exchange supporters who expect bad loss
experience on some ofthe "distress" business rejected
by the exchange. Slow growth even helped, they say,
allowing the exchange to work out bugs without creat-
ing chaos.

Continued on page 19
The Jan. 1 renewal date on reinsurance contracts has helped busi-
ness pick up on the New York Insurance Exchange.

Hypertension screening aims
to cut costs and save lives

By BARBARA ROUSSEAU

SPRINGFIELD, Mass.-Massachusetts Mutual Life Insur-
ance Co. has found that spending more.on its employees can
really cost less.

For the past four years, the company has sponsored annual
screenings to detect high blood pressure in the 2,800 employees
in the. home office. However, the Massachusetts Mutual plan
doesn't stop there.

If hypertension is detectedin an employee, the company pays
for all medical expenses related to the disease, allows the em-
ployee to see his or her own physician for treatment and even
ensures complete confidentiality.

The company boasts the highest rate of voluntary participa-
tion in any hypertension program of this kind in the nation-
98% each year since the program began.

The number of identified hypertensives is in line with na-
tional statistics (of one out of seven persons), but 77% o f these
individuals are now complying with doctors' orders and 82% o f
them have controlled blood pressure.

Employees in the program are covered after retirement, too.
Employees who drop out of the program can rejoin at any time.

The Massachusetts Mutual hypertension plan is designed to
save money as ·well as lives, says Charles B. MeManus, who
handles special projects for the company and is the force be-
hind the program. High blood pressure often leads to strokes or
heart attacks, both involving large insurance claims to cover
medical expenses and, in the case of strokes, long-term disabil-

ity payments. The hypertension program is designed to control
these costs.

"Our people, when they go out on disability, probably get 60%
as much income as they get while they're working," Mr. Mc-
Manus said.

The company pays an average of $15,000 a year for each em-
ployee who suffers a stroke or otherwise becomes disabled be-
cause of high blood pressure, Mr. MeManus said. If four em-
ployees are disabled, that's already $60,000 a year, he points out.

But the hypertension program to prevent strokes costs less
than $40,000 a year. That includes nurses' wages for the screen-
ings, the employees' doctor and pharmacy bills, forms and pro-
motional materials and travel costs to attend national confer-

ences to inform others about the program.
"If done properly, in the first year of this program you're

going to put out a little money," Mr. MeManus explained. "The
second year, your savings in claims would justabout equal your
expenses. The third year, you should recoup what you spent the
first year. From there on out, it's pure cost containment."

Exactly how much money Massachusetts Mutual has saved
has not been determined, but initial statistics based on three-
year results indicate a decrease in the number of deaths among
hypertensives, a drop in the number of days hypertensive em-
ployees were hospitalized, a substantial increase in the number
o f hypertensives complying with doctors' orders and a drop in
absenteeism.

NEW YORK-The volume of commercial insurance
being purchased through the New York Free Trade
Zone has doubled.

Insurers underwrote twice as much premium in the
zone's second year as they did in the first, New York
Insurance Department figures reveal.

American International Group, which promoted the
Free Trade Zone in the state legislature, continues to
underwrite the most business, but its share ofthis mar-
ket for large and unusual risks has fallen by a third.

The Free Trade Zone permits specially licensed New
York insurance companies to write large premium and
exotic and unusual risks without prior regulatory ap-
proval on rate and form.

While the Free Trade Zone's growth pleases state
insurance officials, most companies licensed in the
zone have yet to use it.

Critics say most insurers are not interested in using
the zone and that its main purpose is to block buyer
access to the New York Insurance Exchange. Some
brokers, such as Marsh & McLennan, have urged that
the Free Trade Zone be dismantled.

Supporters ofthe Free Trade Zone say it offers com-
mercial buyers the freedom they want to negotiate
rates and policy forms without regulatory interference
and delays.

Free Trade Zone volume for Oct. 1, 1979, through
Sept. 30,1980, was $21.3 million, 102.5% more than the
$10.5 million written in the zone in its first year from
Sept..1, 1978, through Sept. 30, 1979.

During the second year, large premium or Class I
risks accounted for $15.5 million of the total, or 71.4%.
Exotic and unusual or Class II risks totaled $6.1 mil-
lion.

Continued on page 20

The hypertension screening program is designed
to control the incidence and the costs of strokes or
heart attacks.

By EILEEN NORRIS

NEW YORK-The country's 12 largest property/casualty
insurers are bidding for more than $25.5 million in liability
coverage for the U.S. eastern leg of an Alaska pipeline.

Specifications on the insurance package have been sent to
the"12 largest insurance companies" by E.G. Bowman Co. It
is the minority-owned broker named by the Northern Border
Pipeline Co. in Omaha, Neb., to design and implement the
plan.

The companies, ·which Bowman deelined to name, are to
submit their quotations by late. January.

Harry Ennezor, executive vp at Bowman, said one insurer
will be selected by Feb. 1 to cover both liability and workers
compensation risks. A separate company will be chosen for
the excess coyerage, he said.

Under the proposal, which is a comprehensive wrap-up of
more than $25 million, the maximum coverage for employee
liability would be $500,000 per occurrence, with comprehen-

sive general liability set at $1 million. Excess coverage has
been set at $14 million and all-risk property insurance at $10
million per occurrence.

Those figures could change, but it's not likely, said John
Empson, vp of administration at Northern Plains Natural
Gas Co., the managing partner of the Northern Border Pipe-
line.

The total value of the package won't be known until the
insurers return their quotes on the project, Mr. Empson said.

The company that wins the bid will have to be "sophisti-
cated," Mr. Ennezor said. Because the 823 miles of under-
ground pipeline will span from Montana to Iowa, the cow
erage will be anything but traditianal.

"The premium costs will be the same for every carrier," he
said. "What we're looking for is an insurer who will provide
us with an engineering service and a top-rate first-aid sys-
tenn.

"It's the difference between flying a burned employee to a

hospital by a helicopter or telling him to get there himself.
We want the best," Mr. Ennezor added.

The pipeline-which will stretch through Montana, North
Dakota, South Dakota, Minnesota and Iowa-will be built in
nine segments, with an estimated 500 workers at each site.

,During peak employment time, about 7,000 employees will
be insured under the project, he said.

Northern Border is building the section of the pipeline for
the Alaska Natural Gas Transportation System. Construe-
tion is expected to begin next spring.

Bowman has formed an affiliation with Alexander & Alex-
ander Inc. of Omaha to carve out the insurance program.
Northern Border Pipeline Co. is apartnership formed by five
energy companies to build the pipeline.

The partners are subsidiaries of the following firms: In-
terNorth Inc. of Omaha; Northwest Energy Co. of Salt Lake
City; Panhandle Eastern Pipe Line Co. of Houston; Trans-
Canada PipeLines Ltd. ofToronto, Canada, and United Gas
Pipe Line Co. in Houston. •
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DOL chief may move slowly
WASHINGTON-Raymond J. Donovan, the

wealthy New Jersey businessman tapped to be
President-elect Reagan's secretary of labor, will
speak softly and tread quietly until he adapts to
the inner workings of the massive bureaucracy on
Constitution Avenue, observers say.

"As a senior business executive, Mr. Donovan is
not going to be quick on the trigger," predicted
Dallas Salisbury, executive director of the Em-
ployee Benefit Research Institute.

"He is going to say very little until he sizes up
the situation and has a good overview of how the
various programs operate."

The proposed Cabinet member, however, has a
mandate for change.

Among the mAjor issues Mr. Donovan will face
is overhauling the oft-criticized Occupational
Safety and Health Administration.

As a candidate, Mr. Reagan pledged to reduce
OSHA's punitive powers and to encourage the
safety agency to work with business in improving
job safety.

Mr. Donovan says he determined to carry out

Mr. Reagan's goals for reducing government over-
regulation.

Mr. Donovan also recently told reporters he

hopes he can forge closer ties between labor and
management. "It needn't be a cons:ant adversary
relationship," he said.

Mr. Donovan, a conservative Republican, be-
lieves government should "play the least role pos-
sible in every portion of our lives' because gov-
ernment doesn't "do things well," he said.

Mr. Donovan, 50, is executive vp of Schiavone
Construction Co., a unionized company in Se-
caucus, N.J. He along with partner Ronald
Schiavone started the company and helped make
it one of the nation's mgjor heavy construction
firms.

He has been described as an,"extremely gifted
businessman." As a member of a management
bargaining team, he is familiar with the Employee
Retirement Income Security Act and some of the
problems the pension reform law has presented
employers. ,

Tax code to be used

in new health policy
Continued from pege 2

With employees having little in-
centive to contrcl cosis, the de-
mand for heal:h services has

soared, Elacing mounting infla-
tionary Fressures on she health
care deliery system, F.ep. Stock-
man says

As OMB director, Rep. Stock-
man will vontinue to reach his
version of the health care delivery
delivery system reform proposal,
predicts Michael Bromberg, ex-
ecutive d.rector of the Federation

o f American Hosritals.
But instead of Freaching before

a· largely indifferent Congress,
Rep. Stockman, known as a verbal
wizard, niw will be whispering in
the ear of the president of the
United S:ates.

CHANCES ARE
YOUR CLIENTS AREH'T

INSUREB FOR
POILILUTION LIABILITY
Most companies today don't have adequate insurance
protection for pollution. The reason is simple. Until now,
most liability policies limited ·coverage to sudden. and
accidental pollutionoccarrences. Like pipeline ruptures,
chemical explosionsor·the blow-out of wells. However,
damage occurring over a gradual period of time, such as
a slow oil or chemical leak, is not normally covered
under most standard liability forms.

At Wohlreich & Anderson, we know that new technology
means new risks. That's why we have introduced En-
vironmental Impairment Liability Insurance. It's de-
signed to protect companies from all types of pollution
liability.

Environmental' Impairment can be tailored to your in-
sured's specific needs. It covers gradual pollution of
water, air and property... and clean-up costs as well. It
can even cover sudden and accidental occurrences if

not already included in your client's present policy A
special engineering service is also provided.which can
be of valuable assistance in identifying possible pollu-
tion exposures.

For more information, please conta6t your. nearest Wohl-
reich & Anderson branch office, or send in the coupon
below.
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Wohlreich & Anderson
We' re the market others have to beat.

Wohlreich & Anderson

6 Commerce Drive.

Cranford; N.J. 07016

ATT. Mr. Peter A. Wilkens

Sr. Vice President

Name

Firm

Artrires.

Tel. Nn
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Some experts say a cap on tax-
free health benefits, such as Rep.
Stockman has proposed, could
add $2 billion annually to federal
revenues.

With Reagan administration offi-
cials advocating slashes in income
taxes, Rep. Stockman's idea to
bring new revenue into the federal

coffers through curbs on tax-free
health benefits will carry a lot of
weight, one hospital industry lob-

byist says.
Although HHS secretary desig-

nate Sen. Schweiker lacks the ver-

bal brilliance credited to Rep.

Stockman, he is recognized as a
dogged worker who has sur-
rounded himself with a talented

staff.

Like Rep. Stockman, Sen.
Schweiker wants to inject more
competition into the health care
system and now will be in a·more
favorable position to lay out a blue-
print.

He introduced and pushed for
legislation to require employers to
offer their employees a choice of at
least three competing health insur-
ance plans. He says if insurers are
forced to compete, lower pre-
miums and better benefits will re-

Sult.

To encourage cost-sharing, Sen.
Schweiker wants one of the three

employer health insurance plans
to allow employees to pay the first
25% of their hospital bills out of
theirown pocket, up to 20%offam-
ily income.

The employee would receive a

tax-free rebate equal to the differ-
ence between the premium for the
high coinsurance plan and the
other plans the employer offers.

Along with Sen. Edward Ken-
nedy (D-Mass.), Sen. Schweiker
was one of the leading Senate
backers of HMOs. He played a
leading role in passage o f the 1973
HMO Act, which established new

federal loans and grants to get
more HMOs off the ground.

As HHS secretary, Sen.
Schweiker probably will call for a
cutback in grants to HMOs, says
Mr. Bromberg of the FAH. But he
is bound to push for expansion of
loan programs to get fledgling
HMOs off the ground.

During his two terms in the Sen-
ate, Sen. Schweiker paid very care-
ful attention to the financing prob-
lems of the Social Security ·Sys-
tem, notes Dallas Salisbury, ex-

ecutive director of the.Employee
Benefit Research. Institute.

With a Reagan task force already
working to find new ways to keep the
45-year-old system fiscally sound,
Sen. Schweiker will be another

strong voice calling for changes in the
program, experts say. .

Disability payouts
too generous'

WASHINGTON-Amglority of
Americans believe "too generous"
disability benefits discourage
workers fromreturning to. work af-
ter they have recovered from an ill-
ness or injury, according to a Gal-
lup survey conducted forthe
Health Insurance Institute here.

About 58% of those surveyed
this fall believe it is common- for

persons who have recovere4 from
an injury or illness to not return to
work because of generous disabil-
ity benefits.

Only 6% considered the problem
rare. In addition, 67% said false
claims are a problem.

Seventy-one percent favored
having the government limit the
amount of disability income peo-
ple can receive, 20% were opposed
and 9% did not know. •
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Railroad station.
Earth station.
Wausau means
tradition and
technology.

Our little old depot trademark sym-
bolizes a tradition of 70 years of home-
town helpfulness. "Good people to do
business with."

The new earth station at our home office
complex, and another now in place in St. Louis,
position Wausau on the leading edge of technology.
Wausau Insurance will be one of the first
companies in the Midwest to use satellite transmis-
sion when the business communication system be-
comes operational next Spring. Eventually, a net-
work of earth stations across the country will be
linked to the system.

Wausau works. Both in the traditional ways
that have earned our reputation as one of Amer-
ica's leading business insur-
ers - and in new, innovative
ways that keep us out front.

Satellite communica-

tions will give our service
teams important new capa-

f

Ff

WAUSAU WORKSSM

A

bilities in providing up to date information that's
useful to policyholders. Future applications involve
telephone communications, data processing, fac-
simile transmission, even teleconferences that will
permit face to face discussions among people thou-
sands of miles apart.

Our goal is to make technology serve our own
people and our policyholders, cost-efficiently, in

ways not possible in the past.
WAUSAU But, in doing so, never to for-
INSURANCE get the Wausau way of doing

COMPANIES policyholders seem to like,
business that thousands of

Wausau. Wisconsin 54401
and we don't want to lose.

A
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editorial opinions

Resolved in 1981
E'VE WRITTEN our New Year's reso-

lutions and we liked the task so much

we kept on going with some plans for you.
So as the clock chimes the final notes of

1980, kiss your companion, pour another

glass of champagne and repeat after us:
We (risk managers, benefit managers,

safety managers, chief financial officers,
magazine editors) do hereby resolve to:

. "Shop early." Decide what you want

and what ideas to research as soon as you

can to avoid mistakes, last-minute rushes
to fill holes and half-baked schemes.

. "Communicate fully." Talk to your

colleagues and suppliers and find out how
their expertise can expand, improve and

build your plans. Talk to line employees
and fit their concerns into your plans.

. "Act aggressively." Take your plans to
top management with proof of your past
successes and press for the money and hu-
man resources you need to get the job
done.

. "Improve expertise." Get the kind of
continuing education you need in semi-
nars, insurance education and financial
education courses to do a better job in your
profession.

. "Give up smoking." Make changes
that will improve safety and well-being of
employees and customers for fewer claims,
lower costs and happier workers and cus-
torners.

Simple resolutions are the most difficult
to keep. But you can do it.

Happy New Year.

. . . keep tabs on policies
T HE DEVELOPMENT of risk manage-
i ment shouldn't mean the demise of a

good insurance clerk. There's a lot to be

said for keeping track of insurance policies

and being able to put your.finger'on insur-
ance documents when you need them.

Insurance coverage years from now for

an accident occurring today depends upon

your dedication to keeping track of insur-

ance policies. Your· department should

have a documented system for filing poli-
cies and an easy reference to it for your
successors.

We're reminded ofthe importance ofthis

basic risk management department duty
by the story on page one of this issue about

Keene Corp.'s problem with finding insur-
ance policies from years ago for an ac-

quired company.

This fascinating story o f a $10,000 reward
for information leading to the discovery of

Baldwin-Hill Corp. insurers raises another

issue, too.

It occurs to us that the reward will put a
risk manager and his company in an awk-

ward position with what to do with the
money.

Granted, any risk manager worth his or
her salt could find good risk management
use for $10,000 at any company or institu-
tion. A new safety program? A safety

bonus prize? A raise for a deserving staf-
fer?

Forget it. You should be fighting for
those worthwhile causes for your annual

budget.

We suggest that if you area lucky bounty
hunter, you contribute that $10,000 to a risk
management education institution.

Ifyou don't have an alma mater, justlook
through some recent issues ofBusiness In-

surance and read the profiles we're run-

ning on institutions that teach risk man-

agement/insurance courses. Any one of
them and its students would be delighted
with $10,000 for a special risk management
project.

You could even present the project as-

signment. Designing a policy information
system, perhaps?.
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Is Mendocino Plan

too good to be true?
A lesson in saving

Employee's
trust BC/BS

+$300 0

+$500 0

4500 $1,500

$800

if employee leaves district after these
three years, he would take this amount in
savings with him.

Mendocino Plan -'

To the editor: Your ar-

ticle "Health care plan
teaches valuable lesson

in saving" (BI, Dec. 8)
about the so-called

Medical
Mendocino Plan makes

Year claims

it seem too good to be 1 st $200
true. And usually when 2nd 0

something seems too 3rd $2,000

good to be true, it is.
The Mendocino Plan

puts the responsibility
for excessive health

care utilization squarely
on the consumer of -

health care when, in
fact, most excessive uti-
lization is generated by
the provider of health care. Once a
patient has seen a physician, it is
usually that physician who then
generates all costs thereafter and
who admits and discharges the pa-
tient from the hospital.

The Mendocino Plan does noth-
ing to alter the behavior of the pro-
vider except perhaps to place
some consumer pressure on the
physician not to order totally un-
necessary tests. However, once a
patient has hit the $500 threshold
per year, then neither the patient
nor the provider has any incentive
to control costs.

Indeed, once the threshold has
been reached, the patient will in-
sist on the most extravagant care,
especially if he has been below the
threshold in previous years and
feels this is his year to "cash in."

Health maintenance organiz:
tions do an excellent job of moc
ifying provider behavior anc
through health education, atteml
to modify consumer behavic
through, early diagnosis and trea
ment.

This would seem to be a mor

complete approach than is embc
died in the Mendocino Plan.

At any rate, it is good to see suc
an innovative concept as the Mer
docino Plan being implementec
We need a lot more approache
like this one to control health car

costs in our pluralistic society.

Michael E. Herber

Executive directo

Physicians Health Service,
Trumbull, Conn

Savings explained
To the editor: In Carol Blitzer's

report on another experiment to
control medical costs in "Health

plan· teaches. valuable lesson in
saving" (BI, Dec. 8), it is difficult to
determine where the Mendocino

County School District is saving
money.

First, 113 employees times $500
produces a fund of $56,500. Did the
premiums for the $500 deductible
plan from the Blues go down that
rnuch?

That seems unlikely. In the first
year, 60 employees did not use any

o fthe $500, creating a lasting liabil-
ity of $30,000 in addition to medi-

cal expenses incurred against the
plan.

Second, the outlay into the fund
for two years equals $113,000

, against an estimated savings of

$80,000 in what might have been
I rate increases. Does this not repre-

sent a $33,000 additional cost to the

school board? The offsetting
$7,000 still leaves $26,000 of added
expense under the label of medical
costs.

A.E. Lut

Jacksonville, Fla

. First, the 113 emplovees were th,
number in the first year of the pla,
three years ago. In that year, th,
total cost Ofthe plan was $203,000
just $3,000 more than it was th,
year before--and that includes th,
$56,500 to fund the $500/emplove,
deductible plan.

Second. says District School Su
perintendent Ituis Delsol, the neu
program has isolated the Mendo
cino County School District'.
claims experience and it's beei
good news.

They've found they have over·
paid bv $20,000 to $30,000 for the
plan based on claims experience.
The overpayment is being held in
reserve to oflketany cost overrun in
future vears. There have been no
rate increases in three years and a
vision plan has been added for
free,

"I guarantee I have more doilars
than 1 did before," Mr. Delsol saul

Star motivation syste m
To the editor: As it is only nine

years since I wrote "Management
Introduction. to Total Loss C6n-

trol" (now in its 12th edition) in-

cluding the 30 areas of a total loss-
control program, I am more than
delighted to see Business Insur-
ance give such prominence to the
Five-Star program used by my
friend Bob Wright of Gul f Canada
("Programs star in loss control,"
BI, Dec. 1).

We have used loss-control safety
performance measurement to
evaluate programs and award

bronze, silver and gold safety per-
formance citations and also have

used it for our Sword ofHonor pro-

gram.

There can be no better·way to
motivate management, as Rolls
Royce, Caterpillar Tractor Co.,
IBM and scores of multinationals

will agree.

James Tye

Director general
British Safety Council

London, England



Nobody responds to fire insurance better than we do.
Our underwriters come on like a house

on fire.

Because instead of wading through
bureaucratic gobbledegook, an American
Home/National Union underwriter has the
authority to make decisions.

This extra flexibility is also what
makes our Commercial Multi Peril cover-
age so interesting.

For example, everyone claims they
can tailor-make a policy for you. But if
they don't offer a wide range of under-
writing approaches and services, how can
they offer a wide range of tailoring?

A Member Company of American international Group.

We can.

We also offer workers compensation
and commercial auto along with our
Commercial Multi Peril Package.

Best of all, American Home/National
Union can wrap up packages that other
companies couldn't even begin to tie.

Which is one of the reasons the AIG
companies are the fastest-growing major
Commercial Multi Peril market in the U.S.

So whether you need fire or Multi
Peril, call American Home/National Union.

You'll find the speed of our response
positively alarming.

For more inform6tion about Fire &
Commercial Multi Peril Insurance, write:
The AIG Companies, Dept.A,70 Pine Street,
New York, N.Y. 10005.
Name/Title

Company
Addrp.ss

City State

Zip Telephone
Bid-5

The AIG Companies.
Let us take the risks.
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Pension panel to form final proposals
By JERRY GEISEL

WASHINGTON-The
President's Commission on Pen-

sion Policy next month will ham-
mer out its final recommendations

on solutions to pension and retire-
ment problems at a special three-

ATWOOD & CO.

Consu'ting A-tuaries
Claim Reviews

Reinsurarce and Reserve Analysis
for Captives and Self Insurers

SOOC Ambrose Ave.

Lcs Angeles, CA 90027
(213j 661-9260

TAKE THAT
EXTRA

MEASURE OF
PROTECTION

day meeting.

The meeting, Jan. 23-25 in Wil-
liamsbug, Va., will be open to the
public.

The commission was set up by
President Carter in October 1978
*0 make a two-year, $2 million
study ofthe nation's retirement in-
come policies.

Questions the commission will
address include:

.- Should all private employers
be required to offer pension plans?

. Should vesting requirements
be reduced, and if so, by how
much?

. How should integration for-

washington
mulas, which allow employers to
reduce pension benefits by the
amount of Social Security retirees
receive, be changed?

There is controversy over how

much influence the final report, to
be published in February, will
have with the Reagan administra-
tion.

Experts point out that recom-
mendations made by a similar pen-
sion commission appointed by
President Kennedy in the early
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Marine Insurance

Specialists
Whatever Your Risk, chances are that we can

undeiwrite it thoroughly, competently with
maximum protection for you. Our services include
loss control, surveys and average adjusting. We
have built an equally solid reputation for fair,
competitive rates, experience and capability in
writing terms, conditions and special clauses
needed to cover complex and unusual marine
risks, thorough knowledge oflegal precedents and
prompt handling of claims.

Continental Underwriters, Ltd., provides coverage
for any marine-related risk, domestic and abroad,
large or small, conventional or complex, for a
clientele that runs the gamut from multi-national
corporations to fishing boat operators.

Regardless ofSize, all ofour insureds are entitled
to and receive the same high quality ofprofessional
services. Call or write if you would like to receive a
copy of our brochure"Continental Underwriters
who we are what we can do for you."

Continental
Unde:writers, Ltd.
419 Decatur St. New Orleans. IA 70130

Telephone (5041 581-7493 . Tele[: 58.318· 266052 CUIID

We are a corresp-ndent of LIc¥ds ofLondon

1960s were largely incorporated in
the Employee Retirement Income
Security Act of 1974.

For more information on the Wil-

liamsburg meeting, contact Leigh
MeDermott of the President's

Commission on Pension Policy,

736 Jackson Place, Washington,
D.C. 20006; 202-395-5132.

Panel chairman
President Carter has named

Phyllis Spielman, a top Minnesota
pension official, new chairman of
the Pension Benefit Guaranty
Corp.'s advisory committee on pol-
icies and procedures.

Ms. Spielman, administrator of
the Pension Protection Division of

the Minnesota Department of La-
bor and Industry, assisted in draft-
ing Minnesota's pension law.

She will serve as advisory com-
mittee chairman until Feb. 19,

1982. The position had been va-
cant.

Also named to the committee

was San Francisco attorney Deene
Goodlaw Solomon of Hekler, Ehr-

man, White & McAuliffe.
Ms. Solomon, a Phi Beta Kappa

graduate of Stanford University,
has written numerous articles on

pensions and tax issues. She is co-
author of the "Attorney's Guide to
Pension and Profit-Sharing
Plans." Her term expires Feb. 19,
1983.

Robert Tilove, senior vp at bene-
fit consulting firm Martin E. Segal
Co. o f New York, was reappointed
to a two-year term. Mr. Tilove is
well-known in the benefit commu-

nity for his expertise in multiem-
ployer pension plans.

Ms. Solomon will represent the
interests of the general public. Mr.
Tilove represents employee or-
ganizations.

Faster vesting
Full and immediate vesting in all

defined benefit plans could cost
employers an additional $1.5 bib
lion a year without significantly
raising retirement income for
workers, says a new study by the
Employee Benefit Research Insti-
tute.

"The evidence indicates that

faster vesting will increase cov-
erage and participation, but will
lead to minor increases in retire-

ment benefits," said EBRI execu-
tive director Dallas Salisbury.

Under a model plan developed
by EBRI utilizing three-year vest-
ing, the value ofvested benefits ac-
cumulated by 85% of participants
who leave before 10 years of ser-
vice would be less than $2,000.

Most defined benefit plans now
offer first and full vesting after an
employee completes 10 years of
service.

Copies of the "Analysis of Al-
ternative Vesting Requirements
for Private Pensions" are available

for $10 from the Employee Benefit
Research Institute, 1920 N. St.
N.W., Suite 520, Washington, D.C.
20036; 202-659-0670.

FICA offsets
Workers who collect Social Se-

curity will be able to earn more
next year without losing any So-
cial Security payments.

A worker younger than 65 will be
able to earn $4,080 in 1981 without
any reduction in Social Security.
This is an increase from $3,700 this
year. For those 65 or older the ceil-
ing increases to $5,500 from $5,000.

Benefits are reduced $1 for each
$2 earned in excess of the ceilings.

There is no earnings offset for
persons 72 or older. In 1982, the

ceiling on earned income will bc
removed for those 70 or older.

Earned income includes salary
wages, tips and net income for thE
self-employed. Interest, dividends
and pension payments are not con-
sidered.

FICA financing
The outgoing chairman of the

House Ways and Means Commit-
tee doubts if the next session oj

Congress will tackle Social
Security's long-term financial
problems.

Rep. Al Ullman (D-Ore.) who
was narrowly defeated in his bid
for re-election, says the new Con-
gress only will take action to en-
sure the system remains solvent
over the next three or four years.

Social Security taxes are more
onerous to most workers than in-

come taxes, Rep. Ullman said.
Congress will have to find a new
way to finance the public retire-
ment program, he said. Benefits
now are funded by a payroll tax
paid equally by employers and em-
ployees.

Rep. Ullman had proposed a
new tax on products, the so-called
value-added tax, to pump $40 bil-
lion in revenues into Social Secu-

rity trust funds. But he couldn't
find any backers.

Deduction allowed
Congress has given final ap-

proval to legislation (H.R. 4155) al-
lowing companies with foreign op-
erations to deductas a business ex-

pense the costs of foreign pension
benefits even if plans don't meet
ERISA standards.

The measure overturns the posi-
tion of the Internal Revenue Ser-

vice that if a foreign branch of a
U.S. corporation has a benefit plan
for nonresident alien employees
that does not rneet all federal re-

quirements for qualification, no
tax deductions are allowed until

benefits are paid to retirees.
The proposal, expected to be

signed by President Carter, would
allow deductions for amounts paid
to a pension trust or added to re-
serves for pension benefits, said
Sen. Robert Dole (R-Kan.).

New liabilities
Local governments may be on

the line for new liabilities.

The Supreme Court last week
agreed to decide whether local
governments can be sued for puni-
tive damages. The case involves a
1975 concert that the city of New-

port, R.I., threatened to cancel
when the promoter proposed sub-
stituting a rock band for a jazz
singer.

The concert went on after the

promoter obtained a court order,
but less than half of the available

tickets were sold. The promoter,
Fact Concerts, then sued the city,

charging it interfered with its First
Amendmentguaranteeoffreedom
of expression.

A jury awarded the promoter
$275,000 in punitive damages,
which was later reduced to

$150,000. A federal court upheld
the award and Newport then

sought Supreme Court review.

Pension pamphlet
The Labor Department has a

new pamphlet to help small pen-
sion plan sponsors understand
how to file reports required under
the pension reform law.

Free copies of"A Guide to Filing
Under the ERISA Triennual Re-

porting System for Employee
Benefit Plans" are available from

the U.S. Department of Labor,
Room 4659,200 Constitution Ave.,
Washington, D.C. 20016.



Lloyd's investors
prepare to form
own association

By JOHN H. MILLER

LONDON-The way is open for
the formation of an External Mem-
bers Assn. for Lloyd's investors, as
predicted at the November meet-
ing where members approved a
draft Parliamentary bill to change
Lloyd's structure.

The association hopes to cover
most of the 15,000 nonworking
members of Lloyd's who invest
their money in the marketplace
and their trust in its underwriters.

Computer leasing and Sasse Syn-
dicate losses led some members to

demand greater contact with the
market.

"One ofour main tasks will be to
define procedures for electing six
external members to the new
Council of Lloyd's when it is
formed by the end of next year,"
said David Watkins Cronin, a U.K. ·
design consultant.

"We have no intention of inter-
fering with market processes, but
feel there can be useful contacts

between all sides wifh the greater
exchange of in formation about its
affairs."

He already has been approached
by some ofthe 1,200 U.S. members
of Lloyd's interested in joining the
new association. It is currently be-
ing administered from his home at
High Wood, 28 Peaks Hill, Purley,
Surrey County, near London.

Fraud prevention
The United Nations Inter-

governmental Maritime Consulta-
tive Organization has taken an-
other step in its war against major
insurance fraud by appointing a
top U.K. police official to head its
criminal bureau.

Eric Ellen, former Port of Lon-

don security expert, will take con-
trol of the bureau shortly and will
meet with commodity dealers, in-
surers and shipping executives to
discuss fraud-prevention mea-
suits.

"We must not be complacent
about marine frauds even though
they are on the decrease in some
parts of the world because of the

successful efforts in exposing
them which have been undertaken

in many quarters," he warned cor-
porate executives.

As chief constable of the Port of

London, he toured the world in the
past two years in an attempt to re-
duce the prevalence of shipping
frauds. At one time such frauds

cost marine insurers an estimated

$100 million a year.
An IMCO committee is also pre-

paring international recommenda-

tions to prevent fradulent acts of
ship crews or unlawful seizure of
cargo at sea.

Governments will be asked to

tighten up their own laws to stop

frauds and insurers and shipping
experts will be invited to help the
new campaign.

Oil rig capacity
Poor results may cut short the

U.K. market's capacity for cov-
ering oil rig risks, warns Peter
Wingett, a leading member of the
London Master Drilling Rig Con-
tract committee who has been

studying the situation.

Some platforms in the North Sea
are now worth well more than

$1.25 billion, and U.K. insurers in-
creased their pool's limits to $750
million six months ago.

But, Mr. Wingett predicts, "It's
possible that with 1979 results
showing up poorly and 1980 look-

london line 
ing even worse on the general ma-
rine book of business, losses on rig
cover can lead to a sharp setback in
capacity in the coming months."

He believes that in many cases,
underwriters are protected against
heavy account losses only because
they can invest their reserves at
high interest rates. But those inter-
est rates already show signs of
dropping in the U.K. financial
market. c

Municipal Liability
Insurance.

• Public Officials Errors & Omissions

• Police Professional Liability
• Comprehensive Liability Coverage

• Admitted Insuror

• Limits to $100,000,000
• Federal Law 1983 Coverage

Please have your broker call today:

Bayly, Martin & Fay/San Antonio
RO. Box 17800, San Antonio, Texas 78217
1-800-531-7205 • 1-800-531-7224 • 1-800-292-5721 (Texas only)

Areyoubeing fed
asugar-coated dentalprogram?

1 ...

It maylook like ,
a bazgain, but ../
without the right /
controls a group
dental program can
turn sour very quickly
And when it does, sky-
rocketing costs and prob =
lems can hurt you. So here
are a few things to look for.

FINANCIAL AND

MANAGEMENT KNOW-HOW

If your insurance company
doesn't really know how to
hold down costs, you end up
paying.

At John Hancock, all claims
are handled by dental special-
ists who have access to our

on-staff dentist So costly mis-
uses are substantially reduced.

And our Cost Containment

Team reviews with you periodic
performance reports from our
DENTSTAR computerized
claim processing system. We'll
point out plan adjustments
you can make for even greater
emciency.

' no plan at all. At
John Hancock you
get what works for

, ,. you. Whether it's
designed around a

conventional insured,
self- funded or minimum

r

premium plan.

A COST-SAVING

PROCESSING SYSTEM

A claim system that wastes
time, wastes money. DENTSTAR
is exclusively designed to han-
dle the typically high volume of
dental claims quickly and accu-
rately. It instantly spots duplicate
claims, overcharges and invalid
data that could delayprocessing
and cost you time, money, and
aggravation. And since DENT-
STAR is on-line nationally, our
regional offices can help your
employees wherever they are.

FLEXIBILITY

A plan that can't adapt to
your needs can be worse than

Mutual Ufe Insurance Company

Boston, Massachusetts

EMPLOYEE

SATISFACTION

Fast claim processing isn't
enough. If no one answers your
employees' questions about
how payment Was determined,
you'll have to. Over and over.
John Hancock answers their
questions for you with a com-
plete Explanation of Benefits
on every single claim.

So ask yourself. Is a bar-
gain program really a bargain?
In the long-run, is it really
going to cost you less? If
you're ready for some straight
answers about a dental pro-
gram that works, call Paul H.
Gregg, Vice President, at (617)
421-6205. We won't sweet-talk

you.
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HOSPITAL
BED DAYS

Health Insirance with
lower rates and.higher
benefits through prior
authorization. Groups of
25 or more

AEALTH MAINTeNANF IFE INSURANCECOIPALY,410
:714) 963-3305 • :213) 592-4427
:801) 364-3499 • 714) 265-7117
:408) 996-9184

Seminars teach specifics of risk
By SHARON WATSON

DALLAS-A first glance would
give the impression that students
at the University of Dallas, a pro-
gressive Catholic university in Irv-
ing, Tex., are removed from the
real world.

The campus sits atop a hill. acres
away from the hubbub of tte rap-
idly growing business community
between downtown Dallas and

Dallas/Fort Worth airport. The
dome of Texas Stadium is clearly
visible, just a punt and a pass
away, yet traffic is leisurely

In this tranquil atmosphere,
however, students come from
around the world to get firsthand
management education and attend
risk management seminars.

Education at the master's level

and continuing education in cur-
rent insurance and risk manage-

ment issues are primary interests
of Bruce Evans. The former insur-

ance industry executive now di-
rects the risk management portion
of the graduate management pro-
gram.

The Graduate School of Manage-
ment has 1,500 enrollees, 80% of
them holding full-time jobs in the
"real world." Although not all of
these students are preparing to ad-
vance in the insurance field, most
get a hefty sampling of insurance
issues.

"The approach is to teach stu-
dents how to manage,' Professor
Evans said. "We then offer profes-
sional seminars-taugh: by profes-
sionals, not academicians-to pro-
vide specifics."

The seminars are offered
through the university's Risk Man-
agement Institute and cover a va-
riety oftopics. This January's sem-
inar is on "Financial Costing of
Risk Management."

"Real world experience is what
we are after," the scholarly Profes-
sor Evans said. He actively recruits
industries to submit problems for
graduate students to study and
solve.

The Graduate School of Manage-
ment provides three practical proj-
ect courses in operations, in mar-
keting and one called Capstone, an
extensive project involving all
phases o f student training, inelud-
ing risk management.

"The Capstone (finishing touch)
course has become a logical focal
point for students to apply all their
business knowledge gained from
the classroom and personal experi-
ence," Professor Evans said. ';We
ruled out, alternately, a case study
final.

"Case studies are always artifi-
cial, typically leaving out meaning-
ful material. They are also one-
way, since cases do not allow for
answers to interactive questions
from the student."

A recently completed Capstone
report illustrates how this course
works f6r students and small busi-
nesses.

Superior Foods Inc. of Dallas
presented Professor Evans wi:h a
problem: how to assess the
company's compliance with the
provisions of the Foreign Corrupt
Practices Act. The class project
was to develop an internal control
system that Superior Foods could
adopt.

Students were briefed on the

company's operations, its manage-
ment organization and the prob-
lem before meeting Dude
Meenach, chief executive officer
for Superior, and other company
officials. "Each student sensed the
opportunity to become personally

insurance education

t

3 + 1.*

"The Capstone course has become a logical focal point for students
to apply all their business knowledge," says Bruce Evans.

involved and committed," Profes-
sor Evans said.

The class then divided into

study teams, with Professor Evans
as adviser. The class proposed that
Superior create a FCPA compli-
ance plan that would:

. Be comprehensive, including
all departments, materials and per-
sonnel.

e Be achieved within the

project's budget of $2,000.
. Include analysis of the

company's self-insurance arrange-
ment.

. Provide a risk management
assessment of the company's par-
ticipation in a captive insurer.

. Include special studies on uti-
lization of Superior's trucking
fleet.

. Be presented in a usuable for-
mat and provide a working basis
for more detailed development by
Superior's management.

The students included an organi-
zational chart of team members

and responsibilities and a tme-
table of mgjor checkpoints. Class
members divided into four teams

to study trucking, risk manage-
ment, FCPA compliance and
budgeting. Their investigation in-
cluded a check of inventory proce-
dures, accounting record control,
security precautions, production
cycle times and administrative
procedures.

The class used this research to

work up a set of recommenda-
tions. The final report was edited
and presented to Superior. Most o f
the class's recommendations are to

be implemented by March 31.
Far from being the end of a

course, the Capstone experience
provided students with training

that helped them getjobs. Student
Carol Harris is now with

Greyhound's Pine Top Insurance
operation. Mark Ferraro has since
been employed as risk manager for
the Boy Scouts of America.

The Superior case study is just
one "real world" problem studied
by UD's graduate students. Other
"clients" have included chemical,
publishing and electronics compa-
nies, most of them the basic small
firms of $10 million to $100 million
in sales that would find it difficult

to budget the expense of a private
consultant.

Guiding the practicum is Profes-
sor Evans, who also initiated the
follow-up seminars through the
Risk Management Institute. Be-
fore joining the UD faculty in 1969,
he was vp ofreinsurance for Trans-
port Insurance Group of Dallas.

He previously served with North
American Reinsurance, Hamilton
Reinsurance Pools, National Casu-
alty Co. and Insurance Co. of
North America and is a consultant
to numerous companies on rein-
surance and risk management.

He sees UD's graduate program
growing to include more emphasis
on risk management.

Degree offered: M.B.A., General
Management.

Location: University of Dallas
Station, Irving, Tex. 75061; 214-
579-5360.

Tuition: $350 per course; $350 to
$400 for Risk Management Insti-
tute seminars.

Enrollment in insurance: Pro-

gram is part of the general M.B.A
program that has 1,500 enrollees,
including 1,200 part-time and 300
full-time students. i
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Hypertension tests
Continued from page 3

Based on established data, the
company could expect 12 deaths
over three years among hyperten-
sives. However, there were only
four deaths and only one of those
was cardiovascular in nature. Pre-

dictions were that seven o fthe pos-
sible 12 deaths would be cardio-

vascular. The company interprets
this to mean the program has
saved six lives.

Before the plan was imple-
mented, hypertensives were ab-
sent one day a year more than em-
ployees without hypertension
problems. Now they are absent
only one-half day more.

Compliance with doctors' orders
has risen from 40% to 77%.

Hospitalization of hypertensives
has been trimmed to 39 days per
100 persons per year from 43 days.

The program has had such sue-
cess in employee participation and
compliance that about 500 compa-
nies have requested the Massachu-
setts Mutual "cookbook" for start-

ing a program.

Company literature refers to
only 96% participation to allow for
individuals not classified as full-

time permanent employees, but
the figure is actually closer to 98%,
Mr. MeManus says. "Ofthe people
we schedule for screenings, 98%
have their blood pressure taken."

Mr. MeManus and Sylvia Oak-
ley, who also works on special
projects, schedule employees in
groups of 10 according to work 10-
cation so employees who work to-
gether can go to the screening to-
gether. This subjects somewhat re-
luctant employees to peer pressure
to participate in the program, Mr.
MeManus said.

To ensure employees arrive at a
specific time rather than during
the last few minutes of an allotted

time segment, a videotape on the
program is scheduled before the
actual screening. "Less than 2% of
our people arrive late for the vid-
eotape," Mr. MeManus said.

After the videotape and other
business, employees are directed.
to another room to fill out demo-

graphic forms and have their
blood pressure checked.

Employees who appear to be hy-
pertensive are asked to return for a
second reading. If the second read-
ing still indicates hypertension,
employees are instructed to con-
sult their own physician for treat-
ment after receiving an informa-
tion packet at home. Each is as-
signed a randomly selected num-
ber to ensure confidentiality.

Employees receive little com-

pany mail at home, Mr. MeManus
says. Therefore, when a large ma-
nila envelope containing the nec-
essary hypertension information
arrives, family members are likely
to ask about the contents. Once

they find out, they usually urge the
employee to see a doctor.

"Once it (the packet) hits home,

we have effectively solicited the
support of the family," Mr. Mc-
Manus said.

Employees are also asked to sign
a compliance agreement, which is
"just one more little control," Mr.
MeManus says.

Monitoring compliance is part of
Ms. Oakley's job. By checking
physician follow-up forms and the
amount of medication prescribed,
she determines whether each hy-
pertensive employee is following
doctor's orders.

If an employee is not, she noti-

fies the company's confidential
claims department, which
matches the case number with an

employee name and then sends
him a reminder to see his physi-
cian or take his medication.

His interest in starting a hyper-
tension program stemmed from an
article in Business Insurance on a

similar program operated by Cor-
nell University, he said. After read-
ing the article, he contacted uni-
versity personnel and began
adapting the Cornell program to
Massachusetts Mutual's needs.

In the beginning, many thought
the Massachusetts Mutual pro-
gram would never succeed for two
reasons: First, there was no union
to protect.employees should man-
agement decide to misuse medical
information, and second, the plan
allowed hypertensive employees
to be treated by private physicians.

However, company chairman
James R. Martin had faith and that

made all the difference, Mr. Mc-
Manus said.

"Nobody's ever going to make
one ofthese programs work unless
whoever has the final ultimate

power is solidly behind him," he
said. •
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INTERNATIONAL ACCI DENT FACILITIES, INC.
Underwriters of Individual and

Group Special Risk Accident insurance

We are pleased to announce the appointment of Mr. Joel W. Mayers, Vice President, in
conjunction with the expansion of, and move to larger quarters for, our Atlanta Office.
Mr. Mayers brings to us 16 years of Individual and Group Special Risk Accident Insurance
experience... and strengthens our commitment to fulfi 11 the needs of agents and brokers.
To continue our rapid growth, Joel joins Ken Samuelson with responsibilities for assuring
prompt, efficient and personalized service in offering IAF's comprehensive and competitive
Special Risk portfolio.
Effective November 17, our new Atlanta address will be:

Suite 4-H, 3300 Northeast Expressway
Atlanta, Georgia 30341

Telephone number remains unchanged-(404) 452-1311
Home Office

.....

15 Broad Street, Boston, Massachusetts 02109
Telephone (617) 742-6660 Telex: 94-0241

Also

1165 Empire Central Place, Dallas, Texas 75247

"The demand for mass-marketed permanent
life insurance is exploding. Our new product, ap-
propriately named FUTURE, meets this demand
by giving an employee who probably wouldn't be
reached by a life insurance agent an opportunity
to buy a bona fide whole life policy through pay-
roll deduction.

"Directed toward buyers in the $5,000-
$50,000 range, FUTURE builds cash values and
can include a disability waiver of premium as
well as an accidental death benefit. A similar

spouse policy and a term rider for children are
also available. It is voluntary and no physical is
required. Terminating employees can continue

Telephone (214) 63+1861

their policies at the same annual rate by sending
the premium directly to Provident.

"Employers who are already offering FUTURE
to their employees are enthusiastic because the
program offers employees a chance to help fund
their own permanent insurance programs. The
only expense employers have is the cost of pay-
roll deduction.

"FUTURE is really a product whose time has
come."

If you want to find out how FUTURE can affect
your bottom line, call your insurance consultant
or your nearest Provident Group representative.
Our offices are located in principal cities.

PROVIDENT
LIFE · AND ACCIDENT INSURANCE COMPANY

CHATTANOOGA, TN 37402



Financial
Strategies InBusiness Insurance

An INA Series

r School district business managers, working
School safety from revenues that have not kept pace with
saves tax inflation, have consistently sought innovative
dollars. ways to secure affordable insurance.i

-The Pennsylvania The Pennsylvania School Board Associa-
School Board tion, for example, realized the value of riskAssociation:s

Richard Phelps consolidation and established a statewide insur-

ance trust of its nearly 600 member districts in
1971. The trust's property-casualty program has

,/ I had remarkable success stabilizing and controlling premium costs
by operating a safety group designed by MarketDyne, an INA

f /

subsidiary.
«When we compared insurance programs, we discovered that

MarketDyne offered two advantages," explains Richard Phelps,
assistant director of the E S.B. A. Insurance Trust.

The primary benefit, according to Phelps, is the expertise of
the program's loss control engineers who monitor school facilities, identify potential hazards, and
recommend corrective steps. "Students are our most valuable asset," he. observes, "and
MarketDyne's approach helps guarantee their safety."

The second advantage is financial. Districts can receive a r3'

a
4

return on premiums in years when loss control has proven A

particularly effective. «At the end of the last policy year," Phelps
comments, «we had the opportunity to refund dividends totaling
more than $1.3 million to participating school districts." . '*9 - 1, I. i

.

'< My prime marketing responsibility," St . I ./ .«'.

notes Kay Singleton of Alexander & Alexan. Concentration

der, "is to develop all-inclusive programs that was the key ;1 3

to cost reduction.give cost-effective asset protection according -Alexander & Alexander's
to a clients specific needs." On many occa- Kay Singleton i
sions, INA helps tum Mrs. Singleton's strate.

1/2
gic goals into practical reality.

A recent case cited by Mrs. Singleton, asst. v.p. and manager of c -
A&As Marine and Aviation Department in Kansas City, involved a *:c- <

//9/WZSEE 
$150 million pharmaceutical firm. «We knew that its many overseas .i.. . 1

plants had autonomy in insurance purchases and often bought marine
--j



coverage at unfavorable rates. But through INA, we created a single worldwide all-risks package."
Net result, with a greater volume ofshipping now concentrated under the uniform policy, is a

40% premium reduction for the manufacturer.
«This was a situation," continues Mrs. Singleton, «where AdA, along with INA, studied

literally every aspect of the company's risk exposure: from warehousing to inland marine, from
dockside loss control to packaging." The back-up provided by INA gave A&A full confidence in
recommending the new program. Mrs. Singleton adds this note: «You get an idea of INAs
expertise when you see how they pinpoint redundant costs, like freight forwarders' insurance, that
can be eliminated from the total package."

Despite the growing use of self-insurance, many companies find ,
that first-dollar commercial coverage remains a more viable option.

"The nature of our operations leaves us
exposed to potentially catastrophic losses, Catastrophe
comments Martin Lehrer, executive vice coverage as a
president of Pacific Architects and Engineers, cost-plus item.
Inc. "Posting self-insurance reserves for such -Pacific Architects
contingencies would simply tie up too much & Engineers'Martin Lehrer

of our working capital." F>- fpy,- 67#A

In addition to designing overseas installa- eL I ., =«Zf«4,

,*U

tions for the U.S. government, PA&E oper- F./*p.,-.' -24' I ' :..:«587
ates essential support services for these and
other facilities. Administration of on-site medical clinics and 81 \*,4 - 
power plants, as well as of communications systems and motor Al&*14%
pools, are typical of the company's responsibilities. tobillililimigilit 4%

Says Lehrer: "Among our many contract obligations in  1g '4L  
Saudi Arabia, for example, we operate a school bus fleet for the
children of U. S. personnel."

Risks of this nature call for extensive umbrella liability coverage. A primary layer of
insurance, written by INA, is mandated by the government; but, for its own protection, PA&E
secures large amounts of excess coverage.

This total program is economically feasible because the firm negotiates reimbursement of the
excess premiums against its cost.based contracts. Result: PA&E not only avoids retention of
substantial liability reserves, but also recovers the price of excess protection as a reimbursable
expense. "The savings achieved through this arrangement," notes Lehrer, "allow us to maintain a
competitive bidding posture."

Decision-making in business insurance has never been more complex. And the financial
implications have never been greater. 16day, devising cost-effective insurance programs requires
knowledge, experience, capacity- and a complete range of products and services. Flexibility and
the willingness to innovate are also essential.

INAs ability to combine these elements can assist you in developing practical solutions, new
approaches, and better strategies. Consult the professionals. Write directly to John Cox,
President, INA Property-Casualty Group, 1600 Arch Street, Philadelphia, PA 19101 or call
(215) 241-2729.

Tbe resources to do it all, tbe strategies to do it right. INA
The Professionals



Jerry Geisel
doesn't let any

rass grow under
is feet *

Jerry Geisel is Washington Editor of Business Insurance. He has a Nay of
mowing down myths and getting to the trutt-.

Take the now famous lawn mower story.

The one about the man who tried to use a lawn mower as a hedge clipper,
lost some fingers, sued the lawn mower manufacturer and was awarded a
huge sum of money by a jury.

Jerry investigated, and found the incident never tappened.

His front page story in Business Insurance was read into tre
Congressional Record and was reprinted in newspapers a-ound the
country. As a result, insurance trade associations changec some c-
their literature and, advertising claims by some insurers were modified
to provide more credit:le information about the troublesome tort situation.

Jerry has also given readers of Business Insurance the firs. summary of
product liability and tort reform actions and proposals on a state by state
basis. This chart has oeen widely reprinted and circulated.

Yet Jerry, like all of ou editors and reporters, does nor spec alize. His
stories cover a wide soectrum of insurance, risk managemeni and employe
benefits and his incis ve, in-depth reports have been the subject c-
discussion, earnest analysis and action by influertial coroorate and
government officials.

It is this kind of in-depth reporting that makes Business Insu-ance
the most widely used and quoted authority in its field.

And because Business Insurance does so much for its readers,
it also does more for its advertisers.

It's where the insurance marketplace takes shape, week
after week.

Shouldn't you be there?

.business
insurance
a publication of Crain Communisations Inc.

j

i

NEW YORK: 708 Third Ave., N.i 10017. (212) 986-5050 •CHICAGO: 740 Rush St. L. 50611. 1312 649-5275 • LOS ANGELES: €404 Wilshire Blvd., CA 90048. (213) 651-3710
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By Robert W. F. Stephenson

THERE ARE four categories of

'ri/16*:41216#/

directors and officers insurance in

Canada with which we are concerned.
4

.

b ..1 EfI," '< i,1 5.·,First, insurance may be purchased ·3 4

by the corporation to cover costs it in-
.

curs in indemnifying its officers and

directors This coverage is purchased ,/f f
f '

by the corporation for its own benefit i **
and requires no statutory authority

The extent of coverage depends upon

the areas for which the corporation is i -f'.d **f Z.' t'J4

permitted to indemnify officers and . L Fr. I
directors

I la» * i./ 1 .

Second, insurance may be pur-

chased by the corporation for the per-

sonal benefit of officers and directors :''

....

This insurance does not cover matters
..

for which officers and directors are in- 4

...

demnified by the corporation and it is I .:*, le t.

preferable to see a statutory basis for Z13_ " I.... 44:
1 1.. I- 1/

its purchase for the benefit of officers ·· 5,5 - 1· 'rY5-· 0".:%.44-1

and directors It is arguable that one
:4

person may provide the consideration
I

necessary to form a contract for the 1*4.-0 . i :·

benefit of another, but the better posi- -::3r
tion is that consideration should flow I.

4¢416#.#6from the person who may be seeking to -1

a

enforce the contract

Third, there is insurance to cover ha- dillgence prospectus, if made because the direc- titled to a reimbursement from the in-
bility of a director or officer for which Insurance also may be purchased to tors did not exercise care, dillgence surer

he or she may not be indemnified or for protect directors and o fficers against and skill of a reasonable, prudent per- The insurer also shall not be liable

which the corporation may not pur- the costs of an unsuccessful defense son, could be 1ndemnified under the for claims "brought about or contrib-
chase insurance when court approval to indemnify federal but not the Ontario act If the uted to by the dishonesty of the offi-

Finally, and this lS obviously not an them is not given It may be that even misrepresentation arose because the cers or directors " Similarly, liability
area of "insurance" at all, there are under the Ontario Business Corpora- directors' actions were fraudulent, the for securities transactions are ex-
areas unmsurable either by reason o f tions Act, insurance may be purchased liability would be a breach o f fiduciary cluded by "liability to account to the
general insurance principles or the broader than lt S right to indemnify an duty and not indemnifiable The direc- company for any direct benefit or ad-
usual wording of pollcies officer or director tor would have to purchase insurance vantage received or receivable by the

Provisions differ regarding the first One author, Frank Iacobucci, pres- on his or her own officer or director as a result of any

area, but generally corporations can ently dean o f the law faculty at the Uni- transaction relating to the capital se-

not indemnify directors or officers for a versity ofToronto, has pointed out that ri'0 say, however, it would be the re- curities of the company within the
breach of their fiduciary duties and, as under section 147(2) of the act, a cor- 1 sponsibility of the officers and meanmg of section 113 of the Securl-
in the Canada Business Corporations poration may not indemnify a director directors to provide their own insur- ties Act 1966 of the Province of On-
Act, cannot indemnify a director or of- for a fine imposed under any statute, ance for all liability for which the cor- tario "
ficer in the case of a derivative action such as the Labor Relations Act, but poration could neither mdemnify nor
other than for costs, and only then with under section 147(3) the corporation insure them is incomplete A number
court approval couldinsure the director against such a of areas o f liability are uninsurable, el- I f a director breached fiduciary duty

and caused harm to the corporation,

Regarding the second area, the major liability This is assuming the director ther as a result o f insurance law or the the most likely course would be that
exclusion in the statute is that liability did not also violate the duty of care and policy wording You cannot insure the corporation would bring an action
arising from a breach of fiduciary duty fiduciary duty in section 144 ofthe act against criminal responsibihty More- against that director
may not be insured However, corpora- Any coverage for remaining areas of over, the definition of loss often con- One claim for insurance is that it pro-

tions do appear to be able to purchase liability must be purchased and main- tains a provision that loss "shall not tects the officer from the large legal
insurance for o fficers and directors tained by the o fficer or director person- include fines or penalties imposed by costs in defending against a frivolous
liabilities for which they are not per- ally Normally, this would include lia- law " lawsuit Unmerited "nuisance" actions

mitted to indemnify those persons bility for breach of fiduciary duties The basis ofthis exclusion appears to appear to be less common in Canada
Under the Ontario Business Corpora- rest with the general acknowledge- than in the United States This may be

The extent to which this can be done tions Act, it would also include liability ment that, as a matter of public pohcy, because Canadian courts award costs
in Ontario is doubtful, but under for breach of the duty to exercise care, it is impossible to insure agamst the agamst persons who commence frivo-

the Canada Business Corporations diligence and skill and all liabilities for consequences o f one's criminal or lous actions, and American lawyers
Act, insurance may be purchased to wages and violations of securities pro- quasi-criminal acts This exclusion practice of working on a contingency
protect officers and directors against visions It is the exposure under the could, however, limit the coverage fee basis also may contribute
amounts paid to settle a derivative ac- various securities acts that may cause available to the corporation For exam- Keeping in mind, however, that poll-

tion or to satisfy a Judgment for breach the most concern to an officer or direc- ple, under the Canada Business Cor- cles also reimburse the corporation,
of the duty to exercise skill, care and tor in the large, publicly financed cor- porations Act, the corporation would purchase of a policy may very well be

poration be entitled to indemnify the officer or advisable And it is advantageous to be
Robert W. F. Stephenson ts a lawyer As such, a hability would be gener- director when he or she has uninten- able to settle derivative actions, which
with the Toronto Arm of McCarthy & ally enforced either administratively or tionally committed a wrong punish- could not be done if the officers or
McCarthy. He specializes in directors by way of a third-party action directly. able by fine. If the corporation indern- directors were required to personally
and officers habzlity. Liability from misrepresentation in a nifies, the corporation may not be en- foot the settlement figure .
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Following safety tips
can cut premium

By Robert A Wilson

LARGE NUMBER of plantowners and building engineers are
frequently called upon by insurers to
improve plant safety and equipment
maintenance. Plant owners are asked

to implement a safety program or re-
place older equipment. It seems the in-
surers' requests never end.

This may be because many ofthe in-
surance company's loss control engi-
neers want to reduce the probability of
losses as much as possible without
fully recognizing what costs you may
face. You, on the other hand, simply
may not want to make changes, partic-
ularly if they are costly.

Reasonable compromises can be
achieved. In the process, you also may
be in a position to negotiate reductions
in your premiums for the current as
well as future years.

Here are a few of the mgjor loss-con-
trol recommendations an insurer may
request, action on your part and the
benefits you should receive:

In fire control, provide an adequate
number offire extinguishers, generally
a 242-gallon class A fire extinguisher
for each 3,000 square feet of plant area.
This will result in a 5% reduction in

your building and contents rates. We
believe this is a reasonable recommen-

dation, but rarely is it ever mandatory.
Install approved, self-closing fire

doors where new and effective fire

walls can be created. If a proper fire
division exists, the principal advan-
tage is to substantially reduce the prob-
ability of a total loss by confining the
fire to a limited area. This is normally a
good investment, but it is usually not a
mandatory recommendation o f the in-
surer unless you have an extremely
hazardous activity that must be isola-
ted from your other operations.

In many cases, the expenditure for

 Robert A. Wilson,
president Of COTPO-

 rate Risk Manage-ment Inc., a Hins-
dale, IZE., consulting
firm,

an effective sprinkler system can be
amortized in three to six years by re-
duced insurance costs. This will de-

pend on building construction, prop-
erty values and the type of manufac-
turing process conducted at the plant.

You are no doubt aware ofthe signif-
icant increase in product liability rates
since 1977, as well as the difficulty in
obtaining adequate coverage. You
have probably been presented with
more recommendations in this area in

the past few years than you were in the
preceding 20. The recommendations
basically depend on the type of prod-
uct you make or class of operation.
Some of the rnore typical are:

• Obtain Underwriters Laboratory
approvaL

. Obtain approval ofthe appropriate
governmental agency; for example,
that which is required under the Con-
sumer Safety Act.

. Maintain adequate records of pur-
chases from your suppliers and sub-
contractors.

. Maintain adequate records of war-
ranties included with the sale of the
product.

. Identify each batch of goods for
possible recall.

A product liability claim may occur
years after the product was sold, there-
fore, your records must be in order so
you can determine whether the item in
question was actually your product
and can supply any other pertinent
data that may be required.

n entire article could be preparedon the workers compensation rec-
ommendations we have seen over the

years. One of the more frequent steps
you can take is to provide protective
devices for all plant employees and vis-
itors. These usually include safety
glasses, earplugs, safety shoes and
hard hats. The major benefit is the re-
duction in such employee injuries as
metal chips in the eye, hearing impair-
ment and injury from falling objects. In
addition to the ultimate reduction in

your workers compensation premium,
it will be easier to comply with the re-
quirements ofthe Occupational Safety
and Health Act.

Proper use ofpersonal protective de-
vices is essential in most plants, al-

though employees
may be opposed to us-
ing them.

Based on the assumption
that you have an accept-

able spray booth, here
are some recommenda-

tions:

. Protect the sprin-
kler head by covering it
with tissue paper and
change the paper
weekly.

. Provide proper face
masks for all spray booth op-
erators.

. Properly ventilate the
booth.

. Replace all ordinary light fix-
tures within 20 feet of the booth

with explosion-proof fixtures.
Selection of your drivers is a signif-

icant factor in operating a safe vehicle
fleet. Each driver should be screened

before employment. Screening should
include obtaining a motor vehicle re-
port from your state. In addition, it is a
good practice to have pre-employment
as well as annual physicals for each
employee.

A sound driver training program
should be implemented to train new
and present drivers. A planned fleet
maintenance program also should be
included as part of your standard
operating procedures.

Ifyour company is large enough, you
should consider developing a safety
manual. This should be prepared in co-
operation with the insurer, loss-control
engineer, your broker and, if possible,
an independent consultant.

The manual should outline

management's attitude and approach
to compliance with any insurance com-
pany recommendations and, if possi-

Providing fire
extinguishers can

result in a 5% rate
reduction.

ble, the optimum cost-benefit ratio that
should be achieved before implement-
ing the improvements.

The manual also should address

such areas as timing of safety meet-
ings, who the members of the safety
committee will be, employee training
and retraining methods, use of safety
incentives, motivational techniques
and handling o f employee grievances..

Oversight costs celebrities qualification
A QUALIFIED plan can be disquali-

Ilfied if an eligible employee is left
out-even when the omission is inad-

vertent. The appeals court taught two
celebrated taxpayers this lesson.

Celebrities Allen Ludden and Betty
White were officers, shareholders and
highly compensated employees of
their own television production com-
pany, Albets Enterprises Inc. Their
closely held corporation established a
qualified profit-sharing plan covering
all employees who worked for one
year. The plan, by its terms, met all tax
law requirements and received a favor-

benefit tax slants
able determination letter from the IRS
in 1968.

The plan went smoothly for several
years. The company worked on a va-
riety of projects and employees were
hired and then terminated at the com-

pletion of each project. No employees
stayed for more than one year, so no
employee other than Mr. Ludden and
Ms. White was eligible to participate in
the plan.

Mr. Ludden and Ms. White worked

on the creative aspect o f the television
production company and other show
business affairs. They left the adminis-
tration ofthe plan to the company's ac-
countant.

In 1972, Albets paid Mr. Ludden a
salary of $135,000 and Ms. White
$78,000. Albets also had a secretary,
who received $7,275 for her services.
The secretary had completed one year
of service and became eligible to par-
ticipate in the plan. Somehow, nobody

realized the secretary had passed the
one-year mark. Albets contributed
$53,250 to the plan, which allocated
$33,750 to Mr. Ludden and $19,500 to
Ms. White. Nothing was allocated to
the secretary.

Doing an audit, the IRS remembered
what everyone else forgot: The secre-
tary was eligible to participate. IRS dis-
qualified the plan for the year in ques-
tion, saying that, in operation, the plan
was discriminatory in favor ofemploy-
ees who were officers, shareholders or
highly compensated (Ludden, Ct. Of
App.,9th Cir.,2/4/80). .
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Call this liability theory a Grip-off'
By Peter Downes

T WAS Francis, Lord Verulam,a.k.a. William Shakespeare, who,
when he was lord chancellor of En-

gland, once remarked in passing that
the causes of causes are infinite. His

point was that for all practical pur-
poses, those arguing cases before him
should stick to proximate causes,
since otherwise everything would ul-
timately be laid at the door of Adam
and Eve for eating that rotten apple.

There is now a suggestion that al-
though this may have been consid-
ered good law back in the days of
Good Queen Bess, it is time for a
change. New theories of liability, they
are called, which is just a fancy name
for rip-off. Actually, nobody has
quoted Francis Bacon in this context,
but Harry M. Philo, president of the
Assn. ofTrial Lawyers of America, re-
minded me of what he said.

What Mr. Philo actually said was
that trial lawyers may begin suing in-
surers for providing liability coverage
to companies producing unsafe
goods. For myself, I took this to imply
that the proximate cause ofa person's
injury might be an unsafe product,

but now it also would be alleged that
the availability of insurance permit-
ted the production ofthe unsafe prod-
uct which caused the injury.

Of course, this would be in keeping

/ Peter Downes is man-

-1 ager of insurance for
'I American Trading &

Iii,ri,110,1- Production Corp, in

 Baltimore. His col-
- umns of satire ap-

 pear regularly in
  Business Insurance.

with the kind of case being heard in
court nowadays. One has heard, for
instance, of a young man suing his

parents because they brought him up

badly. If his grandparents were still
alive, then using Mr. Philo's thesis,
they could have been liable for failing

to teach their children how to bring up
their children properly.

The possibilities seem endless. For
example, the child of a divorced

couple might sue his parents for hav-
ing spoiled his life, the priest who

married them because he knew or

should have known the marriage
would never work, the priest's semi-

nary for not doing a proper teaching

job and his malpractice insurers be-

tinct notion that if he meant what he

said, Mr. Philo has produced one of

the finest pieces of fuzzy thinking I
have ever heard. To start with, I have

yet to hear of an underwriter who, in
the regular course of business, would
knowingly insure a company manu-

facturing an unsafe product as op-

posed to an inherently dangerous
product. On the contrary, one of my

problems as risk manager is persuad-

ing boneheaded underwriters that,
some products are inherently safe.
But I suspect Mr. Philo is not really
concerned with this. It is his expres-
sion "should have known" that will

produce the action because this can
be alleged of just about anybody

about anything.

Mr. Philo contends insurers should be liable for

insuring manufacturers they know, or should
know, are making shoddy merchandise.

cause they also knew or should have
known the priest was doing a rotten

job.

Indeed, Mr. Philo's main contention

is that insurers should be held respon-

sible for providing liability coverage

to manufacturers the insurer knows,

or should know, are producing

shoddy merchandise. The aim in

bringing those suits is not to produce
even higher product liability insur-
ance rates, Mr. Philo says-which of
course it will and which the public

will be obliged to pay by way o fhigher

prices-but to force insurers to use

their leverage to require companies to
invest in safety.

All things considered, I have the dis-

,

No underwriter can be expected to

know very much about most of the
products he may insure. Conse-

quently, he or she will be obliged to

seek expert help in order to exert the
leverage Mr. Philo talks about.

To be perfectly fair, underwriters
have been known to do this kind of

thing in the past. Marine underwriters

in the 19th century decided that far

too many ships were sinking and tak-
ing their underwriting profits with
them, so they established Lloyd's
Register. They then demanded each

ship requiring insurance must be sur-
veyed and comply with certain stan-
dards. One also might mention fire in-

surers that demand certain standards

Lock constitutes 6the safe,
THE TENNESSEE Supreme Courtruled the locking mechanism of a
floor safe, the only part that could be

removed from a policyholder's prem-
ises, was "the safe" within the coverage
of an insurance policy's safe burglary
endorsement.

Burglars entered the premises of

Overton Square Inc. by knocking a
hole in the masonry wall and removed

$17,000 from a floor safe and the re-
movable "door" that housed the com-

bination lock mechanism.

The vault of the safe was imbedded

in concrete in the floor. The door was

not hinged to the vault but had to be

removed entirely to gain entrance to
the safe. There were no visible marks

of force on the portion imbedded in the
floor.

The policy covered safe burglaries
only when visible marks of entry are

left on the exterior door if entry was

These abstracts were prepared by
Cases Unlimited Inc. Copies Of the en-
tire decision may be obtained bv send-
ing a check for $4 made out to Cases
Unlimited, Business Insurance, 740 N.

Rush St., Chicago, Ill. 60611. Please list
the number for each opinion.

legal briefs
through the door; where visible marks

are left on the top, bottom or walls if
entry was not through the door, or if
the safe itself were removed from the

premises. The insurer denied coverage
and was upheld by the lower court.

The appellate court reversed, con-

cluding that with a floor safe of this
type, unless removal of the locking
mechanism would invoke coverage,

the policy would provide no coverage
and the policyholder would be paying
premiums for nothing.

Thus, the court held the "deposi-

tory" set in concrete was a vault, the
entrance to which was guarded by the

locking mechanism or door, which in
this instance constituted the "safe."

Coyerage was allowed. Overton Square
Inc. vs. The Home Insurance Co., Ten-

nessee Supreme Court, Feb. 18, 1980,
rehearing denied April 18, 1980 (BI/02/

D.-$4).

Engaged in aviation
A Texas appelate court held that a

policyholder was "engaged in avia-
tion" and the parachute he used was a

before providing insurance on pre-
ferred terms.

This is all very well as far as ships
and buildings are concerned, because
there is a finite number ofways ofcon-
structing either. Indeed, one might
isolate any single product and treat it
in a like manner, but to consider treat-
ing all products this way would be ab-
surd. On the face of it, one would re-
quire as many experts as there are
products.

So what is at the bottom o f the pro-
posal? As I see it, simply money. One

can imagine, for example, a series of
claims arising from a defective prod-
uct with the only money available be-
ing that of an insurer. If the policy
limit is small, there may not be
enough money to indemnify each
claimant.

Quite clearly, a lawyer operating ona contingency fee basis cannot

take on such cases. In the first place,
he has to consider the cases that may

be lost as well as those that may be

won. Lawyers are not charitab16 insti-
tutions-they are in the business to

make a buck. It follows that such law-

yers must obtain a monetary return

that will keep them in the style of liv-

ing to which they have become accus-
tomed, and small cases just will not
provide it.

However, if such a case has a six-

figure potential, where may the

money come from? Well, insurers are
obvious targets. All one has to do is to
think up some more or less plausible
reason for involving them, imply fur-
ther there are moral and ethical rea-

sons for doing so and the financial
prospects will look quite promising.

But this too is absurd. Who would

write insurance on these terms? .

court rules

"device for aerial navigation" within

the exclusions in a group life policy.
Don Prince was accedentally killed

while sport parachuting in a device
known as a para-plane. This square,
wing-type device was highly maneu-
verable.

Mr. Prince was covered under a

group life insurance policy issued by
World service Life Insurance Co. The

policy excluded coverage for a policy-
holder riding as a passenger in
"any...device for aerial navigation"
other than a previously tried, tested
and approved aircraft. Mr. Prince's
beneficiary filed a death benefit claim
which was denied. She sued and lost in
the trial court.

The appellate court agreed Mr.
Prince was "engaged in aviation" as he

voluntarily went aloft in an airplane.
That participation continued, the court
said, until he returned to earth. The

court was satisfied that a para-plane
was a device for aerial navigation in
that it permitted Mr. Prince to direct
his course through the air. Cabell us.

World Service Life Insurance Co.. Civil

Appeals Court of Texas, April 15, 1980
(BI/03/N.-$4).

Illegitimate child
An illegitimate child may recover

benefits from a father's death under

the Workers Compensation Act, an

Alabama appellate court ruled.
Kenneth Foy, a 6-year-old, sought to

recover benefits as the illegitimate
child of Samuel Davis Jr. Mr. Davis

was killed in a workplace accident. He

was separated from his wife and had

two legitimate children.
Kenneth had received some of his

support from Mr. Davis. Under Ala-

bama law, a child born after it's father's

death and all other children entitled by

law to an inheritance were entitled to

benefits.

The appellate court said that under a

1972 U.S. Supreme Court decision in
Weber us. Aetna Casualty & Surety Co.,
it was required that "child" or "chil-
dren" as used in the Alabama act in-

clude an illegitimate child or children
in order to be constitutional. Kenneth

was allowed to share death benefits.

Foy vs. Vann, Alabama Court of Civil
Appeals, Oct. 31, 1979, rehearing de-
nied Nov. 28, 1979 (BI/02/J.-$5). .
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N.J. risk managers favo r
rate, form deregulation

By ELLIS SIMON

TRENTON-Deregulation of
rate and form requirements for
large commercial risks would
eliminate obstacles in working
with admitted insurers, say New
Jersey risk managers.

Deregulation "would be very ad-
vantageous to large organiza-
tions," said Joseph Franklin, risk
and insurance manager for First
National Bank of Newark. Large
risks need policies that are tailored
to their needs and elimination of
filing requirements would make it
easier to do business with admit-
ted insurers, he says.

A state insurance department
study calls for eliminating all regu-
lation on risks generating $10,000
or more in annual premium. It
would require the department to
act within 30 days on all commer-
cial rate and form filings for
smaller risks.

The proposal was unveiled at a
National Assn. of Insurance Com-
missioners regional meeting in Oc-
tober (BI, Nov. 10). It also seeks

premium tax reductions on com-
mercial lines fbr insurers with N.J.
home or regional offices.

Risk managers can now negoti-
ate rates and policy form with ad-
mitted insurers, but the insurers
are required tc make policy filings
before they underwrite the risk,
Mr. Franklin explains. This delays
coverage, forcing buyers to go to
Lloyd's of London and other sur-
plus markets.

It often takes six months for a
commercial lines filing to be ap-
proved by the insurance depart-
ment, adds Jerome B. Gordon,
special assistant to insurance com-
missioner James Sheeran.

Another local risk manager told
BusinessInsurance many New Jer-
sey buyers buy coverage in the ex-
cess/surplus market without shop-
ping the admitted insurers first.
Brokers file affidavits saying the
coverage was unavailable from li-
censed insurers after the E/S pol-
icy is ready.

"Ninety-nine out of 100 times,
the insurance department ap-

proves them," he said.
Under the deregulation pro-

posal, there would be no barriers
to large commercial buyers using
either the admitted or nonadmit-

ted market, Mr. Gordon says.
New Jersey is considering total

deregulation of these risks be-
cause Free Trade Zone and captive
insurance laws in other states have

not given buyers the needed flex-
ibility and efficiency for large com-
mercial risks, he explains.

An industry advisory commit-
tee, which developed the deregula-
tion proposal, willlead the fight for
its adoption next year by the New
Jersey legislature, Mr. Gordon
says. The committee is cochaired
by· John Graham. president of
Milburn Management Co., an in-
surance agency, and H. James
Griffith, president of the New Jer-
sey Surplus Lines Assn.

The committee and aides to New

Jersey Gov. Brendan Byrne are
studying the pros and cons of in-
cluding the measure in the
governor's 1981 legislative pro-
gram, Mr. Gordon said. i

Broker handles underwriting
SHAND, MORAHAN & Co. Inc. appraisals and loss-control stud-

of Evanston, Ill., has agreed to act markets   sas underwriting manager for Poto- ' National Technical provides ser-
mac Insurance Co. for various vices to businesses, property
classes o f pro fessional liability, er- has been formed through a merger owners and insurers.

rors and omissions, financial insti- )f National Elevator Services Inc.
tution coverage, directors and offi- and National Inspection & Audit
cers liability, umbrella liability Services Inc. Another division, Na- Developing business
and other specialty classes. tional Appraisal & Loss Control, The Atlantic Cos. in New York

Potomac is a member of the will be added in January. has realigned its structure to
General Accident Group of Cos. in National Elevator Services pro- strengthen its field force and con-
Philadelphia. vides elevator inspections and Na- centrate business development ef-

tional Inspection & Audit provides forts in five areas.

Inspection services inspections and premium audits. Atlantic will continue to write
National Appraisal & Loss Control commercial multiperil and mono-

National Technical Services Inc. will handle professional property line coverage while strengthening
ocean marine, inland marine and
personallines business for associa-
tion and franchise business.AUTO FIRE MARINE
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New offices
Landmark Insurance Co. has

moved to 99 John St., New York,
N.Y. 10038; 212-770-7391.

Mund, McLaurin & Co. has
moved to Walnut Creek Plaza, 1990
N. California Blvd., Walnut Creek,
Calif. 94596.

A. S. Hansen has moved to 1110

Vermont Ave. N.W., Suite 416,
Washington, D.C. 20005; 202-452-
0555.
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comings & goings: buyers )

General Mills

promotes Weddle
JOHN R. WEDDLE JR., 32, has

been promoted from manager of
domestic insurance to risk man-
agerat General Mills Inc. in Minne-
apolis. Mr. Weddle, who is filling a
position vacant for the past year,
was risk manager for Northrup
King Co. in Minneapolis before
joining General Mills in 1977. He
has a bachelor of arts degree from
Carleton College in Northfield,
Minn., and a master of science de-
gree from Southern Illinois Un-
iverstiy. Mr. Weddle reports to Mi-
chael J. Dempsey, director of risk
management.

***

Sperry Corp. in New York has
named Bernard E. Coughlin direc-
tor of international employee
benefits to replace Paul Porch,
who left the company. Mr.
Coughlin, who reports to vp o f in-
surance Thomas Hirschberg, pre-
viously was a senior international
consultant with A.S. Hansen Inc.

He has a bachelor's degree from
Providence College in Rhode Is-
land.

***

Charles H. Beard, director of
risk management for El Paso Nat-
ural Gas Co., has assumed the ad-
ditional responsibilities of director
of risk management for El Paso
Co. in El Paso, Tex. In this posi-
tion, previously held by Howard
Tyrell, who left the company, Mr.
Beard will report to Michael
Braey, seniof vp and treasurer at
El Paso Co. For all other matters he
continues to report to Harrald
Lines, vp and assistant treasurerof
the gas company. Mr. Beard, who

became director of risk manage-
ment in 1979, joined El Paso Prod-
ucts Co. in 1957 as assistant man-

ager in the corporate insurance de-
partment, left the company for a
stint at Beaunit Corp. and rejoined
in 1977 as corporate claims ad-
rninistrator.

***

Interpace Corp. in Parsippany,
N.J., has named Lawrence M.
Tuzzo manager of employee bene-
fits to replace Mal Clough, who left
the company as reported. Mr.
Tuzzo, who reports to Charles G
Conrad, director of compensation
and benefits, previously was assis-
tant director of employee benefits
at Princeton University. That posi-
tion is still vacant. Mr. Tuzzo has a
bachelor of science degree in man-
agement from St. Peter's College.

***

Irving Trust Co. ofNew York has
promoted Burton J. Carbino Jr. to
senior vp risk management from
vp risk management, while up-
grading corporate risk manage-
ment to division status from de-

partment status. In another move
at Irving, Leo Bressman has joined
the risk management staffas assis-
tantvpinchargeofEDPriskman-
agement, replacing Steven J. Ross
who left to become a consultant

with Plagman Group Inc.

We'd like to report on staff
changes in your risk management
or employee benefits department,
Just drop a note to Marv Ann
Matlock, Business Insurance, 708
Third Ave., N.Y., 10017 or call 212-
986-5050.

comings & goings: industry

Fremont appoints
Champion manager

SAN DIEGO-William Cham-
pion was promoted to loss-control
manager at Fremont.Indemnity
Co.'s division here. Mr. Champion
had served as the San Diego
office's loss-control supervisor for
three years.

Other insurer changes:
John L. Pickens, vp of loss con-

trol for The Hartford Insurance
Group, retired
after 34 years , 4
with the Con-
necticut firm.

He was respon-
sible for a staff
of520 engineers, f v *40
industrial hy- -/.1.*,

gienists and

other loss-con-
trol profes-
sionals in 100 Pickens

field offices. Lynn B. Anderson na-
med assistant secretary in the spe-
cial risk health department of The
Hartford.

Reinsurers

W.E. Gilson Jr. appointed senior
vp facultative at Scor Reinsurance
Co., headquartered in Irving, Tex.

Other promotions at the com-
pany include: Pershing J. Berthe-
lot to vp-property facultative
underwriting; Robert W. Hessel to
vp-casualty facultative underwrit-
ing; Marcus Corbally to vp-techni-
cal risks; Peter M. Wallner to assis-
tant vp-treaty underwriting de-
partment: Debra S. Hargrove to
assistant secretary-facultative;

Donald P. Quirin to assistant sec-
retary-casualty facultative; Robert
M. Thompson to assistant secre-
tary-property facultative, and Wil-
liam J. Gelert to assistant secre-
tary-casualty facultative.

Agents/brokers
William D. Baker reappointed

managing vp of the Minneapolis
office of Alexander & Alexander.
He was managing vp of the office
from 1971 to 1976, when he elected
to concentrate his efforts in spe-
cialized production areas.

Philip J. Moore promoted to ac-
count executive with Bache Ter
Bush & Powell Inc. in Schenec- -
tady, N.Y.

Other suppliers
Ronald E. Nigg joined New

York-based United States P&I
Agency Inc. as executive adjuster
in charge of oil pollution services.

Excess/surplus
Diana Robbins and Ted Blun-

dell joined J.D. Tuley & Associ-
ates Inc. of Houston as assistant
vps.

Kevin Lawler named assistant
vp and New York branch manager
for surplus lines broker George F.
Brown & Sons Inc.

Robert S. Stein, assistant vp for
Comstock Insurance Co., promot-
ed to casualty underwriting man-
ager in Los Angeles. .
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Critics of the exchange counter
that the exchange isn't needed in
the current market of overcapac-
ity.

The exchange was conceived as
a U.S. market for recapturing
some ofthe $2 billion in premiums
that have been going offto Lloyd's
for the insurance o f tough and un-
usual risks.

"Exchange promoters are partly
to blame for the high expecta-
tions," said Gerard F. Curtis, se-
nior vp of Alexander & Alexander.

"We knew we'd be in a depress-
ed market, but felt if we didn't set
high objectives we may not have
gotten the exchange legislation
passed or the cooperation from the
industry."

Exchange underwriters have
used only a small portion of their
capacity. With 21 syndicates and a
surplus of over $88 million at the
end of November, the current pre-
mium-to-surplus ratio is around
0.25-to-1. Reinsurers optimally op-
erate at a 3-to-1 ratio.

Exchange premium volume as
of December 12 was $21,094,341, of
which $9,136,269 was facultative
reinsurance, $10,161,798 was pro-
portional treaty reinsurance,
$1,660,621 was non-proportional
treaty reinsurance and $125,653
was direct business.

Other recently formed rein-
surers, somewhat older than the
exchange, have better leveraged
their capital, according to figures
obtained from the Society of In-
surance Accountants and Best's
Reports.

Southwest International Re,

which began operations in May
1979 and has a $10 million surplus,
currently is underwriting at a 0.84-
to-1 premium-to-surplus ratio, for
example.

"If (the exchange)had cranked
up at another time, it would have
had more success," said James D.
Koehnen, chief executive officer
of American Reinsurance Corp.

Mr. Koehnen, whose firm is stay-
ing out o f the exchange, does not
predict the exchange will fail, but
thinks it will develop slower than
many people originally thought.
"There may be a need for it down
the road, but not today."

Insurance analyst J. Allerton
Cushman of Morgan Stanley con-
curs. "The modest amount of vol-

ume (on the exchange) and demise
of REX (Reinsurance Exchange
Inc.) tell you there is so much ca-
pacity elsewhere that there hasn't
been an urgent need for (the
exchange's) capacity."

"People outside the exchange
feelit has not lived up to its expec-
tations, but people on the ex-
change think it is living up to its
expectations quite nicely," said
Lionel Goetz, president of Pan
Atlantic Group and chairman of
the exchange underwriting mem-
bers association.

"The (volume) projection made
by Don Reutershan was based on a
number used to calculate the

exchange's operating budget," Mr.
Goetz contended. "When you're

starting a new market, you don't
tryto hityour projection, you try to
adjust the projection to market
conditfons.

"If you don't adjust your volume
goals, you're saying, 'I'll write
business just to meet goals' and
you'll buy bad business and
losses."

Until insurance supply and de-
mand become more balanced, the
exchange will not write large vol-
ume, Mr. Goetz says.

"One or two years is nothing for
us to wait. We didn't go in for a
two-year run for our money. We
know markets will turn around be-

cause total U. S. premiums will
grow from $90 billion to $135 bil-

lion by 1985. To write an additional
$45 billion at a 3-to-1 premium-to-
surplus ratio calls for new capital
of $15 billion (for all existing insur-
ance companies). I don't see it (the

additional capital) will be sitting
ready and waiting," he said.

Business written on the ex-

change has been good so far.
About a half-dozen minor claims

totaling less than $250,000 have
been filed.

Exchange underwriters have
been selective in the risks they
have written. Maiden Lane's Ja-

mes Zagorski says his syndicate is
taking a piece of about 20% of the
casualty risks it is asked to con-
siderand 30%ofthe property risks.

Other syndicates are running
about the same acceptance ratios.

Brokers say they now can better
use the exchange than they could
when it first began operations.

During those days, not all syndi-
cates were active, recalls Ian Heap,
president of C&F Managers Inc.,
which manages the Crum & For-

H

ster Syndicate. "A broker could
get equivalent capacity (else-
where) with just a few phone
calls."

"At the beginning, it was tough
to get more than a couple of mil-
lion dollars capacity on a risk,"
said Mr. Belcher of M&M. "I've

gotten up to $15 million and others
probably have gotten more."

Development of"back room" or
processing facilities will also at-
tract more use of the exchange,
says C&F's Mr. Heap. "I told bro-
kers from day one that in starting a
new market we wouldn't want to
do too much business until the

back room is in place."
The exchange's computer sys-

tem currently handles invoicing of
premiums and cash collections,
Mr. Dodson notes. A loss-handling
program is being put into the sys-
temnow and by January loss expe-
rience data and annual statement

information will be computerized.
Legislation to permit the ex-
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change to write U.S. surplus lines
risks outside New York also could

boost the exchange's prospects for
growth next year, giving corporate
risk managers in all but New York
State easier access to the market.

The exchange can only write di-
rect risks that have been rejected

by the New York Free Trade Zone,
a facility. permitting specially li-
censed New York ibsurers to write

large and unusual risks without
prior approval on rate and form.
But only risks located all or partly
in New York can be submitted to

Free Trade Zone underwriters.

Allowing the exchange to write
insurance for non-NewYork risks

on a surplus lines basis would be a
boon for the exchange, A&A's Mr.
Curtis contends.

Johnson & Higgins senior vp
and director Kenneth L. Hecken

says J&H has placed a small num-
ber of direct risks on the insurance

exchange by going through the
Free Trade Zone rejection process.
"We're coping" with the rejection

process, he says. "We'd prefer not
to do it, but it works."

It would be 1982 before the ex-

change could gain approval as a
surplus lines insurer in the other
49 states, Mr. Belcher says. Then
"the brokers will have to go out
and sell the exchange. We and the
other maJor brokers can use our
muscle to get business in from
around the country." .

CLAIM MANAGEMENT
SERVICES

RISK MANAGERS/CAPTIVES/REINSURORS

casualty reserves • major case .
audit/review • program analysis
• contract adjusting analysis •
• self-insured • aggregate cov-
ers • experienced in Fortune 500
claim programs

John J. O'Connor
B.A., LLB., 1.1.A.

Consultant
11 Patrick Lane

Wilton, Connecticut 06897
Phone: (203) 762-9564
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Insurer

American International Group
AIU

American Home

Birmingham Fire
Commerce & Industry
Insurance Co. of Pa.

Landmark

National Union Fire

Agway
American Reinsurance

American Excess

Baloise of America

Colonial

General Reinsurance

Greater N.Y. Mutual

International (C&F)
US Fire (C&F)
Marine Indemnity
Prudential Re

Royal Exchange
Royal Insurance
Sun Insurance of N.Y.

South British

INA

Home Insurance Co.

Total

' Sept. 1. 1978-Sept. 30. 1979

- Oct. 1. 1979-Sept. 30. 1980

Class 11

Fourth Quarter

First Quarter

Second Quarter

Third Quarter

Total Class I

Class 112

Fourth Quarter

First Quarter

Second Quarter

Third Quarter

Total Class 11

1 Class I risks: generate $100,000 or m

2Class 11 risks: unusual and exotic risk

1979·80*

$12,580,340

321.752

3,753,793

429,005
1,072,512

1,072,512

1,855,217

4,075,549

1,779,531
117,621

110.000

10,342

41,970
1,698,113

550,618

109,037

2,067,939
10,342
43,410

164,200
811,519

519,036

473,533
0

246,148

21,333,699

1979-80

$ 2.041,969

12,009,426

350,584

1,106,454

15,508,433

1.315,864

459,411

2.525,739
1,809,211

6,110,225

ore in premium for one kind of insurance

s for which few or no rate and policy form

1978-79**

$ 9,059,016

408,083

3,009,636

359,390

899,400

899,400

101,388

3,417,719

1,106,729
0

0

0

0

0

233,315
0

0

0

68,194

0

0

0

0

29,885

0

10,533,139

%change
38.9%

-21.2%

24.7%

19.4%

19.2%

19.2%

1729.8%

19.2%

60.8%

136.0%

-29.0%

-100.0%

102.5%

1978-79 %change

$ 432,072 372.6%

1,939,279 519.3%

1,016,933 -65.5%

6,976,647 -84.1%

10,364,931 49.6%

0

48,748 842.4%

23,344 10719.6%

66,231 2631.7%

138,323 4317.4%

or $200.000 or more in premium for two or more kinds of nsurance.
filings have been submitted to the New York Insurance Department.

Premiums double
Continued from page 3

The first year, virtually all Free
Trade Zone business was consid-

ered Class I. Only $138,323, 1.3%
outofthe $10.5 million written pre-
mium, was Class II.

AIG wrote $126 million in Free
Trade Zone premium for 1979-80, a
38.9% gain over the $9.1 million it
wrote during the first year. How-
ever, AIG's share of Free Trade
Zone writing dropped to 59% from
86.3%

All AIG companies licensed in
the zone reported sizable increases
in Free Trade Zone activity, except
for American International Under-

writers, which posted a 21.2% drop
to $321,752 from $408,083.

Landmark Insurance Co., an
AIG specialty company that writes
only exotic classes in the Free
Trade Zone, posted the biggest in-
erease among all insurers active in
the Free Trade Zone the past two
years.

Its volume increased 18-fold to
$1.8 million from $101,388.

Crum & Forster, which did no
Free Trade Zone business during
1978-79, now is the second biggest
insurer in the zone. For 1979-80 its

U.S. Fire Insurance Co. wrote $2.1
million in premium, and its In-
ternational Insurance Co. wrote

$109,037.
"Our involvement in the Free

Trade Zone is a logical extension
of our plans to participate in any
and all U.S. markets," said Robert
Sullivan, Crum & Forster vp-gov-
ernmental affairs.

C&F has used the Free Trade

Zone to write architects and engi-
neers liability policies and large
risks for which it had no New York

filings, he adds.
"We've learned the Free Trade

Zone allows you to write a risk
with a deviation not in your rating
plan, as long as you document that
deviation in your files," he added.

C&F intends to centralize Free
Trade Zone activities in its New

York regional offices and is in-
structing upstate New York
branch offices to direct inquiries
about the Free Trade Zone to the

city, Mr. Sullivan says.
Other insurers participating in

the Free Trade Zone for the first

time during 1979-80 are American
Reinsurance Corp., American Ex-
cess Insurance Corp., Baloise Fire

classified advertising

Insurance Co. Ltd., Colonial Insur-
ance Co., General Reinsurance
Corp., Marine Indemnity Insur-
ance Co., Royal Exchange Assur-
ance of America Inc., Royal Insur-
ance Co., Sun Insurance Co. of
New York, South British Insur-
ance Co. Ltd. and The Home Insur-

ance Co.

Of the four non-AIG insurers
that wrote Free Trade Zone pre-
mium during the 1978-79 period,
two reported increased volume
and two showed drops.

Greater New York Mutual Insur-

ance Co.'s Free Trade Zone pre-
mium rose to $550,618 in 1979-80
from $233,315, a 136% gain. Agway
Insurance Co. volume rose 60.8%

to $1.8 million from $1.1 million.

Prudential Reinsurance Co.

showed a 29% drop in Free Trade
Zone premium to $43,410 from
$68,194 and Insurance Co. of North
America, which wrote $29,885 dur-
ing the 1978-79 period, wrote no
Free Trade Zone business this

year.

During 1979-80, 23 of the 92 in-
surers used their Free Trade Zone

licenses, says insurance depart-
ment examiner Maurice Cohen,
who keeps Free Trade Zone statis-
ties.

Although Mr. Cohen says the
Free Trade Zone's growth during
the past year is encouraging, he
says competitive markets and in-
surance companies' lack of under-
standing of how to use the Free
Trade Zone hinders its develop-
ment.

"A lot of insurance companies
joined the Free Trade Zone just to
get it started," Mr. Cohen said.

Some brokers who tried to use

the Free Trade Zone say they have
been turned away.

Walter S. Groden, president of
David C. White Agency Inc. of
Lynbrook, N.Y., says one Free
Trade Zone company told him it
would not accept his business be-
cause he did not have an exisiting
account.

Many Free Trade Zone compa-
nies do not have the personnel or
facilities to write this type of busi-
ness, says Gerard F. Curtis, senior
vp ofAlexander & Alexander. AIG
is the only company with a Free
Trade Zone production unit, he
maintains, noting that others "for-
got about their licenses." .

RATES AND CLOSING TIME:
Published every Monday. Copy in written jbrm in Chicago ofice not later than lines (mazimum Of two) 26 letters and spaces per line; upper and lower case, 34
noon Mondav, 7 davs preceding publication date. Display classified: takes card per line. Add two linesfor box number. Replies are forwarded daily. Mail ads torate of$49.00 per column inch with card discounts onsize andfrequencv. Straight Barbara Tosheff, Business Insurance Classified Advertising Dept., 740 N. Rushclassified: $4.50 per line, minimum charge $22.50. Cash with order. Figure all cap St., Chicago, Illinois 60611.Call (312) 649-5340 for more information. No verbal

phone copV accepted.
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iNSURmATICS
COMPLETE AGENCYAUTOmATION

800-227-2090

512 WESTLINE DR.,ALAMEDA,CA 94501

SPECIALISTS IN

THE RECRUITMENT OF:

• Risk Management
• Employee Benefits
• Loss Prevention/Safety Engrs

Contact in Confidence:

JOHN HUTTNER
(212) 732-3110

david j. bollinger assoc.,inc.
150 Broad,vay, New York, NY 10038

.onsulting/Executive Search
Tothe Insurance Industry

UPAUL E. QUNKLL
ASSOCIATUS. INC.

One Chase Road

Scarsdale, New York 10583
8141 725-0773

Insurance Claims

Administrator/Secretary
Major corporation located on north Michigan Avenue in
Chicago has an excellent opportunity for an individual well
experienced in corporate insurance claims handling. as
well as related secretarial responsibilities. Through review
and investigation you will be accountable for the coordina-
tion of automobile, property, casualty. workers compen-
sation and general accident insurance. In addition you will
be responsible for all the secretarial needs of the depart-
ment.

You will need a minimum 3.4 years experience in various
aspects of insurance claims handling including 2 or more
years in a related secretarial role.
You must have excellent communication skills, good typing
skills (55-65 wpm accurately) and good telephone presen-
tation. Any related formal education a plus.
If you qualify and are interested. please submit resume
or call:

PLAYBOY ENTERPRISES
Corporate Personnel - 3rd Flr.

919 N. Michigan
Chicago, IL 60611

(312) 751-8000 ext. 2138

equal oppty em:.loyer m/f/h/v

SAFETY OFFICER

City of San Josd

947.20-1152.00 bi-weekly. Ca-
reer opportunity for well quali-
fied individual. Develop and
administer a comprehensive
safety program for City staff
of 4,000 employees, on-the-job
work environment and protec-
tion of the public. Must have
college degree or equivalent
in safety, industrial engineer-
ing or related field and three
(3) years experience in safety
and accident prevention work.
Cancidates must submit an ap-
plication form and supplemen-
tai fcrm and will be evaluated
onthe basis of those submis-

sions. Contact City of San Jos6
Personnel Dept., 801 N. First
St., Room 207, San Jos6, CA
95110. Fina/ filing date is Jan-
uary 30, 1981.

HOLIDAY

ANNOUNCEMENT

Due to the upcoming Holidays, Business
Insurance Classified Advertising closing
for the December 29th issue will be
Thursday, December 18th. The January
5th classified section will close Tuesday,
December 23rd. All copy must be in the
Chicago office no later than noon on clos-
ing date. No verbal copy will be accepted.
Please call Barbara Tosheff at (312)
649-5340 for more classified informa-
tion.
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Coverage continuity bec kons buyers
.ontinued from page 1
laims.

Asking the prior knowledge
luestion puts the burden on the

iolicyholder to prove it did not
row of circumstances that rea-

onably could give rise to a claim.
Vithout it, the insurer must re-

.pond to every claim, Mr. Van
'leve said.

First State Insurance Co., which

ntered the D&0 field only a few
nonths ago, has been writing a lot

,f policies and winning away pre-
erred accounts, industry sources

iay. Brokers are reportedly ap-
)roaching First State with their
)etter risks.

Richard E. Willey, vice chairman
,f First State Insurance Co., de-

:lined to discuss the company's
iew venture, policy limits or other
ispects of its D&0 underwriting.

Many criteria

In a prepared statement, he said:

'First State has granted continuity
.o a few accounts on an exception
)asis when it is thoroughly satis-
'ied with underwriting informa-
ion."

Another new market that offers

ontinuity of coverage is the

Yidland.Insurance Co. through its
iffiliate, Capacity Managers In-
:ernational in New York.

"It's to the advantage of the es-
.ablished writers to discredit the

ioncept of continuity," pointed
iut John Sheeran, CMI vp. Mr.
Sheeran joined the firm in March
.o orchestrate its.entry into the er-
ors and omissions field, ineluding
ooth primary and excess D&0. His
oackground includes seven years
as D&0 underwriting manager at
National Union.

Many other important under-
writing criteria can be used to eval-
uate a risk without asking the
buyer: "Do you know of any situa-
tion that might give rise to a
claim?" Mr. Sheeran said.

He investigates a company's
financial strength, litigation his-
tory,. operations, mergers and ac-
quisitions and length of time in

business. He asks the prospective
policyholder for a Securities and
Exchange Commission 10-K state-
ment and uses an application that
asks if the company has ever had a
D&0 claim.

Small to medium-sized compa-
nies sought by CMI are not as
prone to D&0 lawsuits, Mr.
Sheeran notes. "The larger the
risk, the more difficult it is to offer
continuity."

Since the Midland market

opened in mid-1980, it has written
slightly more than $1 million in
gross premium, Mr. Sheeran says.
With policy limits up to $5 million,
the company will consider any risk
except commercial banks or very

large companies with assets of
more than about $350 million.

"We're attempting a far greater
flexibility than the first-generation
markets," Mr. Sheeran said.

A new approach to deductibles
and exclusions is an example. In-
stead of excluding a particular
type of exposure within a policy,
"we try to come up with a second-
ary retention, higher than the pol-
icy deductible, to knock out that

higher frequency of claims," he
said.

A collective marketing group
may have an inherent antitrust ex-
posure, for example. Mr. Sheeran
explains that this exposure might
be given a separate secondary de-
ductible within a· policy offered -
through CMI.

Looking for coverage

Large-scale entry

Chubb & Son Inc. is planning a
large-scale entry into D&0 in 1981
and will offer continuity as well as
other underwriting innovations to
buyers, reports Terry Van Gilder,
assistant national manager of the
crime insurance department who

will manage the business (see ac-
companying story).

"We will accept a statement of
prior knowledge made to another
carrier," Mr. Van Gilder said. "It's
not that critical to ask the ques-
tion. We can look up litigation,

Chubb gears up for big D&0 entry
SHORT HILLS, N.J.-Chubb & Sons lIne.

is gearing up for a full-blown entry into the
primary directors and officers liability mar-
ket in January.

"We intend to handle D&0 more like a

standard line than an exotic animal," said

Terry Van Gilder, assistant national man-
ager of Chubb's crime' insurance depart-
ment, which will manage the business.

Several Chubb companies, including Fed-
eral Insurance Co., will bear the risk on an
admitted basis-not surplus lines, Mr. Van
Gilder said. A new policy form has been de-
signed that is simple, streamlined and in
plain language, he notes.

In the past, D&0 has been a rather
"stodgy, staid market," he said. "One of the
most frequent complaints we hear is that
coverage is rigid-if a risk doesn't fit the bill,
it doesn't get insurance."

Chubb will use local agents to market
D&0. Considerable autonomy will be given
to underwriters in 46 cities who work in the

65-person crime insurance department, Mr.
Van Gilder said. Limits of up to $20 million
will be offered.

The product will not be targeted to spe-
cific types of businesses or size of firm, Mr.
Van Gilder said. He anticipates the branch

measure corporate performance
and learn everything we need to
know through other means."

Mr. Van Gilder says this concept
has been used successfully by
Chubb in the fiduciary liability
field, where it is called retroactive
extension. "We have the ability to
determine which managements
are acting competently, and that's
the key to D&0," Mr. Van Gilder
said.

Any significant corporation has
thousands of situations that.could

get it into trouble, he adds. The im-
portant question is: "How well is
management. running the busi,
ness?"

Shand, Morahan has been·writ-

Reward: $10,000 for proof
Continued from page 1

In 1935, Baldwin-Hill began
manufacturing mineral wood insu-

lation used in housing, industrial
shipyards and construction indus-
tries. It contained asbestos, Mr.
Foster said.

Baldwin-Hill later merged with.
Ehret Magnesia Manufacturing
Co. and became Baldwin-Ehret-

Hill Ine. ofValley Forge, Pa. Keene
bought the merged companies in
1968 and continued to manufac-

ture insulation products contain-
ing asbestos.until 1972. "If we had
not boughtBaldwin-Ehret-Hill, we
wouldn't be in this predicament,"
said Mr. Foster.

At present, Keene Corp. has
found $200 million in liability in-
surance policies, Mr. Foster says.
Among the insurers of Keene

Corp. and the acquired companies
at different times.are Liberty Mu-
tual Insurance Co., Aetna Life &
Casualty Insurance Co., The Hart-
ford Insurance Group and Insur-
ance Co. of North America.

Keene is currently suing INA to
discover the liability of INA and.
others for the claims, including the
question of gaps in coverage.

Keene is offering the $10,000 re-
ward for new information about li-

ability insuran-ce for. any of these
companies that is legally admiss-
able as evidence of insurance cov-

erage.
"If you have a valid liability cer-

tificate of insurance issued by
Baldwin-Hill's insurance com-

pany, it's worth up to $10,000.
Other evidence of coverage also
acceptable," Keene's ad states.

Court rules on plan payouts
NEW YORK-Recent court

cases indicate employees who
must leave a companybecause of
permanent disability may receive
qualified profit-sharing or pension
plan payouts tax free, notes Rich-
ard Reichler, compensation spe-
cialist for the international ac-

counting firm Ernst & Whinney.
Companies should make sure

their plans contain separate, oper-
ative provisions for benefits pay-
able on termination of employ-
ment because o f disability.

Information given to employees
should make it clear a plan distri-
bution following a disability may
be nontaxable under the rules re-

lating to disabilities rather than
taxable underthe rules applicable
to distributions upon termination
of employment or retirement.

Many employers do not ade-
quately inform participants of the
many complex rudes that apply to
plan payouts, but merely distrib-
ute IRS Form 1099R, Mr. Reichler
said. . 1

If you have any information,
contact: Charles A. Foster, direc-

tor-risk management, Keene
Corp., 200 Park Ave., New York,
NY 10166; 212-557-1900. Offer is
valid until July 1, 1981. .

structure will attract local small and me-

dium-sized risks. A number of Fortune 100
risks that are policyholders in other lines
also.have asked Chubb to write their D&0,
he added.

Continuity and severability of coverage
will both be available through Chubb, Mr.
Van Gilder said. Continuity means the in-
surer takes over a risk previously under-
written by another insurer without asking
the policyholder to warrant that it doesn't
know of any circumstances that could gen-
erate a claim.

Severability of coverage specifies that if a
claim is submitted for which there was prior
knowledge, coverage will be voided only for
those directors and officers who had knowl-

edge. The others will be protected.
Policies may include both continuity and

severability of coverage, Mr. Van Gilder
says. The insurer uses the warranty state-
ment made to the preceding insurer to deter-
mine whether coverage will be voided for
directors and officers who had prior knowl-
edge of a claim.

Chubb started writing D&0 excess cov-
erage midway through 1980, Mr. Van' Gilder
notes. Some primary policies also have been
written.

ing D&0 as a combined coverage
with errors and omissions for in-

surance companies for 2 years.
Within the past 12 months, how-
ever, it has begun writing D&0 as
a separate cover for other types of
risks.

"Our thrust is toward financial

institutions, banks, mutual funds
and insurance companies," noted
Mac Calhoun, executive vp. "But
we're accepting all kinds of risks
for consideration. The facility can ,
offer limits up.to $25 million.

"We are not asrestrictive toward

small firms and those that have

been in business for a short time as

some of the older markets," Mr.
Calhoun said. The form also

clearly spells out that the policy-

holder is permitted to select de-
fense counsel.

Mr. Calhoun says Shand, Mora-
han requires its own D&0 applica-
tion form. Known circumstances

that could lead to a claim are ex-

cluded in a warranty statement.
"Continuity is not prudent under-
writing," he said.

"We are shooting for a 10% mar-
ket share for D&G over the next

two years," he added. •

®3 BENEFIT PLANS, INC.
EXECUTIVE & EMPLOYEE.

Self-Funded Employee Benefit Specialists Since 1959
·ON LINE CIAIMS ADMINISTRATION · EXCESS REINSURANCE

·COMPLETE ADMINISTRATIVE SERVICES · LIFE, LT.D, DENTAL, MEDICAL

Contact: C. Jeffrey Wintersteller
Vice President - Sales

2025 Ri*erside Drive, Columbus, Ohio 43221

(614) 481-8393
ATLANTA·BOSTON·CHARLOTTE·CINCINNATI·CLEVELAND·COLUMBUS·HOUSTON·MIAMI·ORLANDO

IN 0 ED

INTERNATIONAL.INSURANCES

Managing Agents for International Insurances for:

HIGHLANDS INSURANCE CO., HOUSTON, TEXAS

COVENANT MUTUAL INSURANCE CO., HARTFORD, CONN.

TELEPHONE: (212) 943-8100 0 TELEX: WU 126586 • RCA 235466
127 John Street New York, NY. 10038



22 /business :nsurance, December 29, 1980

Workers comp registers 6 bad news'
Continued from page 1 The company is initially re- can Greetings to delay installation risk policy serves to close any gaps risk, too, American Greetings ha

Workers compensation is the served for two workers compensa- of another water tank for the next in the fire and business interrup- filed one ocean marine claim, an
only bad news, and compared to tion claims of $60,000 each in the phase of construction Most of the tion pollcies that was a small one several yea I
the record at other businesses, first quarter of1980, Mr Ozan says, plants are doible and triple wa- Mr Ozan notes that it is advanta- ago when the policy was with Ir
even that might not sound so bad the largest he's ever seen tered geous to buy the all-risk coverage surance Co of North Americ:
But Paul Ozan, assistant general "Things have to get worse before No matter where a plant is built, from the same underwriter of the Royal Insurance Co now undel
counsel/assistant secretary who is they get better The cost Just the fire engineering is done in fire and business interruption writes the pollcy
in charge of risk management, wasn't there before But even with Cleveland by American Greetings, risks because in the case ofa giant Mr Ozan has a new risk manage
says $1 million a year in workers inflation and benefit increases, I Arkwright-Boston and Factory loss, underwriters won't argue ment challenge deciding how t
compensation losses "is Just too told management this morning Mutual people who as mdividuals over whose pollcy covers the loss best insure the risks of four con-
much money " Up from about that these are Just too many dol- have 20 years of experience with American Greetings has been panies bought this year in En

$850,000 in 1977, workers compen- lars " American Greetings with Arkwright-Boston since 1948 gland It's American Greetings
sation costs eat up half of the General hat)ility losses at Ameri- The largest fire loss at a plant be- "We look at it periodically, but no first expansion overseas, and Mi
company's annual $2 lmillion cost can Greetings are a nicer tale Mr longing to the 75-year-old com- one has been able to touch them," Ozan is still studying whether b
of insurance and losses Ozan had nightmarish visions of a pany, which has grown to $500 mil- Mr Ozan noted pull together a worldwide progran

Mr Ozan. who also is national batch of glue going bad and mak- lion in sales and is moving up on Mr Ozan says the company's or allow the companies to main
president of the Risk & Insurance ing envelope-lickers sick But the Hallmark, was a $50,000 loss 15 loss experience has been so good tam their existing insurance
Management Society, is declaring chemists have assured him that years ago That was for space rent- that Arkwright-Boston couldn't Two British brokers, Ball
an attack on workers compensa- the worst that could go wrong with ed in a Chicago warehouse cut rates any lower than they are Dawes and Fenchurch, now plac,
tion losses a batch of glue is that it would American Greetings' maximum now (an obviously enviable figure the insurance for the newly a:

The cost of workers compensa- smell bad and not stick possible loss, excluding busmess he refuses to disclose) To make quired companies
tion claims is especially important Paper cup handles that ripped interruption, is $175 million to the coverage a bettel value, the "I made sure they were all cov
now that American Greetings 15 off, spilling the contents on lovely $200 million But realistically, the huge ovel-the-road trucks that do ered and renewed existing insur
funding its losses under a paid-loss cocktail dresses and black tie at- most a fire would ever take would produce some losses are Insured ance for a year I'm trying to wral
retro with Liberty Mutual, its long- tire, used to generate a few claims be two rooms-the second being for property losses under the all- around the all-risk and umbrell.
standing liability insurer Every But paper cups with handles are lost by human error, not fire pro- risk policy insurance and, hopefully, a fideht
paid claim is a few more dollars out no longer made tection design, Mr Ozan says That policy," Mr Ozan said
of operating funds for the com- The relatively new candie line would be about 120,000 square feet 'Sleep insurance' He will travel to England in Jun,
pany, which is striving to hold on has generated a few claims for and a $40 million to $50 million to see the installations

to as much cash as possible with property damage from people who loss American Greetings also buys Meanwhile, he lS frustrated bi
the prime rate soaring complain that the candle burned The property program with what MI Ozan calls "sleep msur- not knowing exactly what is there

Operations in California, which down and scorched a table "Now Arkwright-Boston includes a tiny ance," including directors and offi- "You really have to see it to mak,
prohibits the use of paid-loss re- who wouldn't put a plate under a deductible o f$25,000 on fire losses cers liability and fiduciary liability better Judgments," he said, stress
tros, are covered under a separate candlep" Mr Ozan asked "I'm a believer in retentions and insurance These policies are pur- ing the importance of annual per
conventional retro plan Mr Ozan dispenses of these I'm accounting trained," Mr Ozan chased through brokers, including sonal visits by risk managers tc

Already the new paid-loss retro small claims with $25 to $100 said "If I can't get the credits for Johnson & Higgins and Alexander plants
program, which wraps together checks and a box of American retentions, I won't do it " & Alexander, a departur·e from Mr When a risk manager knows a 10
workers compensation, general li- Greetings products The busmess interruption and Ozan's tendency to use direct cation, he can better analyze anc
ability and auto hability, is saving all-risk coverages, also with writers for mglor exposures better understand the recommen
the company 15% off last year's Arkwright-Boston, each include aJudging claims Ocean marine coverage is pur- dations of safety engineers, Mr
combined liability costs, thanks to $100,000 deductible The three cow chased through a local agent who Ozan notes "I'm not an engineer
its cash-flow advantages The $1 The lawyer in Mr Ozan cautions erages cost American Greetings handled the personal insurance but I can get an attitude o f a plant
million coverage per accident in- that not everyone would want to about $500,000 a year needs of company executives and by walking around
cludes a $100,000 loss limitation handle liability claims in this man- Because the all-risk policy with came m with a good package, Mr "Personal appearances do a lot
per claim and a 150% maximum on ner He feels free to Judge the seri- its $400 million hmit is separate Ozan noted Before the company It's the home office following up k
the standard premium ousness ofclaims with his legal ex- from the fire and business intei- started importing ceramics, the see what's happening "

The savings could be more, de- pertise and to dispense with the ruption policy, theoretically there ocean marine pollcy was small For risk management inspec
pending upon how quickly claims minor ones because American is $800 million of property insur- Village Insurance got lucky," tions, a business or greeting card

are made and paid Mr Ozan wants Greetings would pay for them any- ance on American Greetings in- he said "Now our imports are up will not adequately substitute for:
to increase the savings by lopping way under the paid-loss retro plan stallations But in reallty, the all- to $20 million a yeal " It's a good pei sonal vlslt
20% to 30% off the cost of 1,500 to American Greetings' $500,000
2,000 workers compensation casualty insurance costs are
clairns a year from 9,000 full-time mostly attributable to miscella-
and 4,000 part-time workers neous losses and losses Involving Legal expertise aids exec

The plan is to cut the number of the 1,100 salesmen's cars on the
back injury claims road, not product liability claims Continued form page 1 school in Chicago " and finance departments are the

But the company's biggest per- Cleveland-based consulting firm As the demands o f the Job grew, two control centers in a corpora-

Mechanical dangers sonal mjury claim came after a Crain Langner & Co is also a cru- with the company growing hom tion, Mr Ozan notes
young boy went through a plate- cial part of the risk management $30 million in sales in 1959 to more Mr Ozan reviews each lease

"We've been more conscious of glass window in a store leased by program at American Greetings, than $500 rnillion this year, Mr signed by the company for legal
mechanical dangers," he said American Greetings It was settled which uses direct writers for its Ozan delegated insurance duties and risk management exposures
The guards are in place on the for about $12,000 major exposures "They are the Employee benefits, once under American Greetings now has al-

huge cutters Safety features are There's never been a need to tap ones I rely on to tell me what I'm him, were moved to the personnel most 200 leases for its owned and
built in Claims have never been the umbrella pohcy with limits in getting I can't tell if I'm in the department Now he's available as subleased stores, mainly in malls
serious-not that every claim isn't excess of $10 million, which picks ballpark or not," he admitted a consultant on benefit legal ques-
serious to the person-but we've up above the $1 million general lia- Crain Langner staff membeis tions The company self-insures The task of reading the fine print
never had a major amputation and bility coverage under the retro are "pure" consultants, Mr Ozan most benefit plans and taps an ad- lS so detailed that Mr Ozan was
the only death claim was under a The biggest risk management stresses They don't place insur- ministrative services only con- given special dispensation to keep
travel/accident pohcy " fear at American Greetings iS that ance, so they have no vested inter- tract, although lt still buys life and all the light fixtures in his office

But back Injury claims, from one of its plants would go up in ests in insurance purchased long-term disability insurance when the corporate policy was to
heaving the boxes of candles and flames, especially m October when Mr Ozan also credits the Risk & Workers compensation claims reduce hghting because of the en-
cards in the plants and stocking re- the Christmas greetings and wrap- Insurance Management Society are handled by personnel staff at ergy crisis
tail displays, are straining the pings are finished but not shipped with building his risk manage- each plant, but the claims of the The most important aspect ofre-
workers compensation budget The fear is allayed by the exten- ment expertise 150 traveling salesmen go through viewing a lease is finding the mu-
"There hasn't been enough educa- sive fire engineering that has gone Mr Ozan He's working on a plan tual waiver of subrogation clause,
tion of people on the physical as- into each giant plant in Kentucky, Not only does participation at to delegate those also, because the Mr Ozan notes "That's the No 1
pects," Mr Ozan confessed Tennessee and Arkansas One of the annual conference and on ex- clerical needs are too great and he thing, or you can end up insuring

That's changing, with the all-out the five Arkansas plants takes up ecutive committees provide an op- doesn't want to expand his staff the whole mall "
support of top management 25 million square feeton one floor, portunity to learn, he notes, but Without that clause, a leasee be-
Safety issues were elevated to top the size of aircraft manufacturing "you also build up friendships and The legal department pre. comes responsible for any damage
management concern this year facilities friends talk to each other You do viously reported to the president, to the mallthat begins with an inci-
when the plant managers, brought business with the same people " putting risk management one step dent in its shop, he explained "If
together Just three times a year, Discussions among friends can away from the president, through you start a fire and you burn downHPR engineering
heard a safety presentation for the clue a risk manager in on what a the general counsel/secretary A the mall, when the landlord files
first time from Liberty Mutual per- Arkwright-Boston, which in- seller is willing to provide, he says restructuring 10 years ago put the for insurance his insurer will sub-
sonnel flown in from Boston sures all of American Greetings Mr Ozan got into risk manage- legal department under finance, rogate against you " No one would

Previously, safety concerns property against fire and busmess ment one year after joining Ameri- but Mr Ozan's office is just steps have enough insurance
were discussed only by personnel interruption under a $400 million can Greetings' legal department in away from the president's "It Mall fires aren't unheard ot
staff at each m4]or plant and the blanket policy, is responsible for 1959 American Greetings was his makes my Job easier," he said American Greetings has had two
field representatives of Liberty the highly protected risk engi- first and only Job after he grad- Putting risk management in the store tires in the last four years
Mutual neering in all the plants uated from Ohio State University legal department has ltS advan- "One was of fairly decent size-

The plant managers were told With only one plant older than 25 with a law degree in 1958 He also tages, Mr Ozan agrees "I'm in a totaled the store for $140,000 " The
the dollars and cents cost of their years, the most modern fire engl- holds a bachelor of science in ac- unique position I countersign loss in the owned store in an older,
losses compared with each plant's neering has gone into each Fac- counting from Ohio State leases I can't have a hidden loca- unsprinklered mall in Burton,
experience With a 13% return on tory Mutual helped design every "My boss walked -nto my office tion Nothing gets done legally Mich, was covered under Ameri-
sales, American Greetings has to plant American Greetings has and said, 'YOU gOt lt,' when an- withoutmeormybossknowing it can Greeting's policy with
sell$8 million in products to cover been in constant construction other guy left It had gone to legal "I can sympathize with guys Arkwright-Boston It was the
its $1 million workers compensa- since 1960, building new plants in '53 or '54 because the president who don't know about plants," Mr largest ever for American Greet-
tion losses "It's going to filter and adding onto existing ones thought contracts when he Ozan says when he hears about a ings
down now," Mr Ozan said "If Factory Mutual recommends thought insurance colleague who didn't know his "But we have no control over the

Literature from Liberty Mutual it and our consultant Crain "I was scared to death I had company Just bought a plant stores' fire prevention," Mr Ozan
on proper lifting techniques is be- Langner agrees, we'11 do it" never had an insurance course somewhere His advice to them noted He prefers remembering
ing distributed "We might do The biggest argument FM has But we had Crain Langner And -Build a rapport with the corpo- the $70,000 wall collapse as the
some contests to make them even gotten about a fire safety recom- two of us from American Greet- rate lawyer Drop by his office company's biggest loss
more aware " mendation is a decision by Amen- ings went to the Kemper insurance every couple weeks " The legal -Kathryn J. Mcintyre
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1% M catastrophe and intense competltion set
- the scene for diversification away from 6 9% compared with the same period in dividends to pollcyholders, he says, a move

145 4 11 property/casualty insurance at the Kemper 1979 Only 16% of this gain was new busl- most insurers consider conservative, not
6 8 Corp ness The third-quarter results paced competitive

Total earnmgs for the firm's property/cas- slightly ahead ofthe nme-month rate, Inslng Despite the difficult property/casualty in-
ualty insurance, life insurance, reinsurance 9 9% from the same period in 1979 surance prospects, Kemper is launching a

 and diversified operations grew only Premium volume hit nearly $592 million series ofpromotions for boiler and machin-
shghtly more than 9% for the first three for the first three quarters of 1980 com- ery coverage, workers compensation, large

Breaking a month-long slide, insurance indus- quarters of 1980 compared with the same peared with about $554 million in 1979 property risks and commercial auto
try stocks rose to 158.8, a 3.7-point rise from period in 1979 Earnmgs rose to $673 mil- But earnings after losses and income tax If these moves aren't successful, the sus-
155. The base of 100 was at year-end 1978. lion from about $61 7 million in 1979 tell a sadder story Property/casualty insur- taining hope ofthe firm is hfe insurance, the
Forty-nine stocks rose, only nine declined and Earnings per share grew only marginally, ance earnmgs for the first three quarters of business that grew fastest for the firm in
14 went unchanged. Showing the biggest to $4 94 for the first nme months of 1980 1980 show only a 1 7% gam on the same pe- 1980 Kemper's diversified services also en-
iumps were: Pinehurst Corp., 10.6%; Aetna from $4 91 for the same period in 1979 riod in 1979 Third-quarter results show a courage top management, says president
Life & Casualty Co., 9.7%; General Re Corp., Agamst a backdrop of 13% annual infla- 21% drop from the third quarter of 1979 James Harding
8.6%; Alexander & Alexander Services, 8.1%, tion, results do not show strong growth Earnings on the property/casualty insur- "Our life insurance sales through Federal
and Crum & Forster, 8%. The largest drop was While lifeinsurance and financial services ance sales barely cleared $38 million, a Kemper are probably the fastest growing
Aneco Re, 4.996, with SRI Corp. dropping 4%. revenues are growing more than 20% annu- shght increase over $37 4 million forthe first part of our business " Mr Harding ex-
All others dropped less than 4%. The index ally, property/casualty revenue growth is three quarters of 1979 plained "While other hfe insurers may have
hike of 2.4% outpaced the Standard & Poor's crawhng And that could be enough reason "There's no question we're m the down- greater volume, our sources indicate we
rise of 2.3% and the Down Jones industrials' for top management to put its strongest ef- side of the competitive cycle," Mr Luecke have the fastest sales growth
2.1% but fell behind the New York Stock Ex- forts where the trends pomt upward said "I had hoped it would be over by now, Dunng the past five years, annual renew-
change, which jumped 2.6%. Though the firm's busmess mix hovers but with the high rate of return on invest- able term life insurance sales have been

around a 50/50 split between property/cas- ments, I can't expect an improvement until growing at about 30% per year For the first
ualty and life insurance and financial ser- the first half of 1982 " three quarters of 1980, the life volume grewBritish Issues vices, the balance may soon shift toward hfe nearly 45% The growth, however, was tem-

1 Week insurance, says chairman Joseph Luecke D ig losses haven t helped The recent fire pered by a bad third quarter this year, 21%
12/19 Price Pie Div. Yield High-Low "If the life and financial services side con- -C)at the Las Vegas MGM Grand Hotel off the 1979 pace for the same period
Companies pence pence % pence pence tinues to grow and the property/casualty cost the insurer $2 million after taxes, or 16 Premium volume for the first three quar-Commi Union 137 7.2 14.57 10.7 137-131

business remains flat, the mix could easily cents per share, mcludmg losses on prop- ters of 1980 topped $296 million comparedEagle Star 224 77 14 28 6.4 224-213

Sent Accident 298 7.6 18.24 6.1 298-286 go 60/40," he said, "We won't knowingly erty, businessinterruptionandreinsurance with $204 3 million forthe same periodin
Gen Royal bet, 298 7 8 20 71 6 9 298-286 price to a loss in property/casualty under- Also, spring and summer windstorms in 1979 Earnings Jumped 53 8% from 1979
Phoenix 252 79 2000 7 9 252-242 writing If something has to give with the Southern Illinois cost three regional insur- Annuity sales also are growing, reaching
Royai 353 78 32.17 9 1 353-45 competition, sales will give It has to On ers $175 million in property claims an estimated $261 million m premium in
Sun Alliance 710 96 42.14 59 710-698 national risks, we are already writing to a The firm's combined ratio, which in- three quarters of 1980, Mr Harding said
Brokers

thm margm " cludes dividends to policyholders, iS also "We're up 29% over 1979 and expect com-
Kemper's major property/casualty divi- growing It reached 101 5% for the three parable gains for 1981," he saidCE Heath 180 8 8 13.87 7.7 180-175

sion, Lumbermen's Mutual Casualty Co quarters ending Sept 30, a bit worse than Kemper's diversified operations also areHogg Robinson 111 82 814 73 111-110

Alex Howden 96 8 0 10.00 10.4 97- 95 and its stable of regional insurers, shares a th'e 100 3% reported for the same period m promising better results, Mr Harding says
JHMInet 91 8.3 645 71 91-89 problem with most other large insurers 1979 A 100% mark is considered the highest Although the division showed a large per-
Sedg Grp 113 104 714 63 127-113 Competition, fueled by high returns on m- point at which an insurer is not losing centage drop in earnings, 11 5% or $721,000
Stenhouse Hidg 83 79 664 8.0 85- 83 vestment income, is stimulating lower rates money, though investment income may for the first nine months of 1980 compared
Stew Wrightson 195 8.1 1714 88 195-192 and slow financial growth buoy ratios up to 105%, some observers say with a gain of $47 million for the same pe-
WMIF/Ir 275 122 1614 5.9 275-270 And a series ofproperty disasters is mak- "The industry may be writing to 105% by riod in 1979, the losses can be directly tied to
Source: Philip Olsen/Alan Clifton, Insurance Indus-

try Specialists Kitcat & Aitken Stockbro-
ing the competition very risky 1981," Mr Luecke said "But we hope to do a savings and loan group in California

kers, London Property/casualty insurance volume for better than that " To keep the combined ra- Kemper holds about a 25% interest in the
the three quarters ending Sept 30 grew only tio down, Kemper may have to reduce ltS Gibraltar Financial Corp of Cahfornia, a

-  savings and loan holding company
Buoymg the fourth quarter, though, will

Bl Industry Stock Report
be the earnings from the sales ofthe Bank of

Chicago, a small one-bank holding com-
pany originally established as a service to

DEC. 19, 1980 12/17/80 THRU 12/19/80 DEC 19, 1980 12/17/80 THRU 12/19/80 Kemper employees, and Extel, a venture
capital mvestment in a communications

Insurance Cos Price 9. Chg PE $ Div °ovld High low Vol (000) Price % Chg P/E $ Div % Yld High Low Vol (000)
manufacturer The two sales will produce a

Aetna Life & Cas Co NYSE 3550 97 53 112 60 35.50 33.75 3791 Tbklo Marine & Fire Ins Co OTC 154 13 1 7 17 0 1 03 0 7 154 13 151 00 08 pre-tax capital gain of about $6 6 million
American Bankers Ins Co Fla OTC 6.37 0 0 12 5 0.44 6 9 0.00 0.00 00 Travelers Corp NYSE 38.13 45 43 248 65 38.13 37.00 312 2 "Our other financial services and diversi-American Flnl Corp Ohio OIC 23 50 33 44 050 21 23.75 22.75 34 7 United Fire & Cas Co OTC 27.00 19 75 090 33 27.00 26.50 00
American Gen Ins Co NYSE 3688 46 58 100 27 36.88 35.25 117 8 United States Fid & Gty Co NYSE 39.50 00 44 280 71 39 50 38 88 122 9 fied operations are showing strong growth,"
American Indty Finl Oorp orc 1450 74 48 112 77 14.50 13.75 14 5 United Svcs Life Ins Co cm: 1525 08 55 096 63 15.25 1513 131 Mr Harding said "Kemper Financial Ser-
American Intl Group Inc OTC 71 00 1 8 10 0 0.50 0 7 71.00 70.25 260.6 Uslife Corp NYSE 2012 52'50 0.72 36 2013 1950 1561 vices soon will pass $10 billion in money
American Natl Ins Co OTC 12 63 10 53 068 54 12.63 12.50 104 8 Washington Natl Corp NYSE 3875 44 8.0 150 39 38.88 37.00 58 4

managed, showing a 20% to 30% annualAmerican Sts Life Ins Co 010 1950 0.0 81 0.64 3 3 19.50 19.50 02 Zenith Natl Ins Corp OTC 17.75 -27 94 063 35 19.00 17.75 25 6
Aneco Reina Ltd OTC· 488-49 00 000 00 5 00 4 88 26.7 - growth rate And we have confidence in
Appalachian Natl Corp OIC 212 0.0 61 0.05 2 4 213 213 00 nSURANCE COMPANIES AVERAGE5 70 39

long-term projections that the savings and
Avemoo Corp AMEX 812 00 70 050 62 813 8.13 21 2 loan industry will bounce back, restoringBanks Iowa Inc OTC 2650 19 50 132 50 2650 26.00 05 Agents/Brokers
Bitco Corp orc 3600 14 57 168 47 36.00 36.00 20 profits from Gibraltar "
Carolina Cas Ins Co OTC 1025 25 44 032 31 10.25 10.00 13 Alexander 6 Alexander Svcs OK 30.00 81 98 164 55 30.00 28.50 161 7
Central Natl Pinl Corp OTC 10.75 00 42 050 47 10.75 10.75 01 Baldwin 6 Lyons Inc OTC 3225 57 6.0 080 2.5 32 25* 30 50 26 4

Corroon 6 Black Corp NYSE 22.00 -1 1 89 1.72 7.8 22.63 22.00 11 5
Chubb Corp Ore 3850 0.0 49 2.68 70 38.50 38.38 71 1 Crump E H Cos Inc OTC 1250 10 109 040 3 2 12.50 12.50 1.3
Combined Intl Corp NYSE 1700 -14 50 160 94 17.25 17 00 86 5 Hall Frank B & Co Inc NYSE 22.00 29 75 154 70 22.00 21 50 74 2 Financial briefs
Connecticut Gen Ini Corp NYSE 4300 7.8 59 1.52 3 5 43.00 41.38 151.8

Continental Corp NYSE 2450 1.6 52 2.20 90 24.50 23.88 87.9 Integrated Res Inc AMEX 1838 43 92 0.00 00 18.63 17.88 20 2
Crawford & Co OTC 17 75 0 0 13.9 0.48 2.7 17.75 17.75 2.0 James Fred S & Co Inc NYSE 2362 38 89 160 68 23.63 23.50 21 6

Marsh & Mclennan Cos Inc NYSE 32.12 4 5 10.2 2.00 6.2 32.13 3100 116 7 Swiss Re
Crown Life Ins Co OX 9450 -0.5 685 240 25 95.00 94.50 02 Permcorp Fincl Inc NYSE 687 58 51 0.16 23 6.88 6 50 158 3
Crum & Forster NYSE 2700 80 5.0 1 44 53 27.00 25 25 216 4 Reed Stenhouse Cos Ltd OTCl 11 75 -1 1 10 0 0.56 4.8 11.75 11.50 36 Investment mcome at Swiss Reinsurance
Employers Cas Co OTC 39 75 0.6 6 5 1.20 3 0 39.75 39.75 1.1

increased during the first quarter of 1979,Equifax Inc NYSE 20.00 -2 4 65 240 12 0 20.38 19.88 46 Rollins Burdick Hunter Co OTC 2125 24 97 124 58 21.25 20.75 54 7

Farmers Group Inc OTC 2637 1.0 83 1.00 38 26.50 26 25 1761 - but it is too early to say whether there will
AGENTS/BROKEFE AVERAGE 85 50

First Oolony Life Ins Co OTC 3100 3.3 114 0.80 26 31.00 30.00 34 be a significant improvement in underwrit-
Foremost Corp Amr OTC 19 75 0.0 71 060 30 19.75 19.75 13 ing, general manager Herbert Schoenen-Great West Life Assurn Co OTC 195 00 00 97 800 41 195.00 195.00 03 Conglomerates/Holding CosHanover Ins Co OTC 41 50 3.7 3 8 0.72 1 7 41.50 40.50 64 berger told the company's annual meeting
Hartford Steam Boiler Insptn OTC 33 00 15 69 240 73 33.00 32.50 15 American Express(Fireman's Fd) NYSE 39 37 50 77 200 51 39 38 38 75 1,319 2 MaJor claims are down in comparison

Anderson Clayton(Ranger/PanAm) NYSE 20 75 -2 9 55 1.20 58 21 25 20 75 21 1

Integon Corp NYSE 38 25 1 0 13 6 0.52 1 4 38 25* 38.00 47 2 Armoo Inc NYSE 36.62 24 72 1.64 45 36 63 36 38 98 1 with 1979, he says The company probably
Jefferson Natl Life Ins Co OTC 4150 7.8 153 064 1 5 41.50 38.50 46 City Inv.sting Co (Home Ins ) NYSE 22.25 41 50 150 67 22.25 21 25 315 9
Kernper Corp OTC 31 00 2.9 4 5 1.40 4 5 31 00 3013 40.5 aa pinl Corp (CNA) NYSE 16.25 48 45 0.00 0.0 16.25 15.38 37 2 would return "very gradually" to adequate
Lincoln NaU Corp Ind NYSE 38 75 58 54 300 77 38.75 36.63 50.9 rates for casualty and nonhfe reinsuranceM9ic Invt Corp NYSE 3075 60 87 112 36 3075 29.38 3996 Control Data (Comml Credit) NYSE 69.50 1 5 9 0 0.60 0 9 71 00 69.50 233 7

General Re Corp NYSE 5075 86 00 140 28 50 75* 46.00 213 3 In 1979, Swiss Re recorded an underwrit-
Mission Ins Group Inc NYSE 33 50 -0 4 69 080 2.4 33.50 33.25 69 7 INA Corp (Ins Co. of NA) NYSE 39.00 72 56 240 62 39.00 36.63 269 3 ing loss on casualty and nonlife reinsuranceNationwide Corp Ohio OTC 2000 1.3 SO 066 33 20.00 20.00 45 ITT (Hartford Group) NYSE 29.25 35 56 2.60 8.9 29.25 28.75 856 2
Northwestern Natl Life Ins OIC 2438 05 53 125 51 24.38 24.38 17 7 Reliance Group Inc NYSE 7125 22 28 300 4.2 7125 7075 7.6 of $284 million (48 8 million Swiss francs),
Ohio Cas Corp OTC 3350 23 54 176 53 33.50 33.25 94 4
Old Rep Intl Corp OTC 1475 26 37 092 6.2 14.75 14.38 118 2 Sears Roebuck & Co (Allstate) NYSE 14.88 17 81 136 91 14.88 14.63 1,078 7

compared with a loss of only $1 77 million
S 6 H Co (Bayly Martin & Fay) NYSE 26 50 10 4 13 1 1.00 3 8 26 50 24 13 36 0 (3 1 million Swiss francs) in 1978

Pinehurst Corp OTC 6 50 10 6 12.0 0.00 0 0 6 50 6.00 25 2 Teledyne Inc (Argonaut) NYSE 21775 46 97 000 00 21775 21300 171 8
Preferred Risk Life Ins Co OTC 17 00 00 61 064 38 17.25 17.00 0.8 Transamerica Corp (Occidental) NYSE 17.87 -0.7 5.0 1.28 7.2 17.88 17.53 210 2 However, this was more than offset by a
Provident Life & Acc Ins Co COTC 4450 23 58 188 4.2 44.50 44.50 83 hfe reinsurance profit of $14 85 million (26Repyhlic Natl Life Ins Co OM 2425 16 135 070 29 24.25 24.00 90 8 0,COMERATESADIDING COS AVERNE 69 30
Ryan Ins Group Inc OTC 28.50 0 0 8.5 012 0 4 28.50 28.50 16 million Swiss francs) and investment in-

come of $84 8 million (148.4 million SwissSt Paul Cos Inc OK 37.25 00 50 232 62 37.25 37.13 266 4
Safeco Corp OX 3500 73 53 2.00 57 35.00 32.75 61 6 francs), Mr Schoenenberger said Invest-
Sri Corp OTC 24 00 -4 0 44 120 50 24.00 24.00 23.4

ment income in the last business periodSelbels Bruce Group Inc OTC 21.50 00 38 1.00 47 21.50 21.50 5.4
Statesman Group Inc OR- 5 50 0 0 4.1 0.15 2 7 5 50 5.50 83 System design Altman Information Systems came largely from the second half of 1979

only, since the company recently changed
its financial year



This iswhyThe Hartford helped open aschool for school bus drivers.
Luckily, everyone walked away

from this accident. And fortunately
for the school district that owned the

bus, The Hartford stepped in with the
Earl Clark Agency and a team of loss
prevention experts, before someone
got badly hurt.

They discovered the bus drivers
hadn't been trained to recognize
and avoid hazards. So The Hartford

helped put them through a defensive
driving course that dramatically
reduced the number of accidents

they were involved in.
An independent agent , 87

I YOUR//ndenendmtwho represents The Hartford th,sumnce'/1Ad )
\ SCRVES VOU F /

can recommend the best \CZ,/

The Hartford Insurance Group, Hartford, Connecticut 06115.

coverage to put your business on the
road to safety. With one of The
Hartford's commercial multi-peril
packages, such as Special Multi-Peril,
that provide property, general liability
and crime coverage. And your agent
can explain The Hartford's rehabili-
tation services that help injured
employees make speedy recoveries.

The Hartford can provide
Business Owners' Policies for small
and medium businesses. And

Comprehensive Business Packages for
larger firms. With The Hartford's

"HART-matic" premium financing
ENT plan, you can even pay premiums

'...

in monthly installments.

To learn more about insurance and

loss prevention from The Hartford, see
the Yellow Pages for the independent
agent nearest you. Then be sure to ask
for a quote. And find out the most
effective way to protect your world.

BUSINESS HOME
AUTO
LIFE

THE HARTFORD
Let us protect your world.


