Punitive exclusion spreads

despite widespread protest

By KATHRYN J. McINTYRE

CHICAGO-Controversy is boiling in insurance
circles over the new specific exclusion of punitive
damages in liability insurance policies that in the
past were silent on the issue.

Buyers are demanding insurers delete the ex-
clusion adopted by the Insurance Services Office,
arguing it is an unwarranted restriction. Brokers
are publicly chastising the insurance companies
for adopting the exclusion and are raising serious
questions regarding the exclusion's impact on the
day-to-day handling of litigation.

Only 33 jurisdictions have approved the ex-
clusion that ISO filed nationwide last fall on
behalf of its member companies. Seven states have
rejected the exclusion.

And even insurers appear divided in their com-
mitment to the exclusion. The Hartford and

Liberty Mutual reportedly don't plan to incorpo-
rate the exclusion in their policies, though that's
not a guarantee they will pay punitive awards.
Royal Globe and Aetna Casualty & Surety have
only postponed adopting the exclusion, but Em-
ployers Insurance of Wausau is undecided.

Among those who. say they have adopted the
exclusion, there is a willingness to be flexible
in its application. Continental Insurance Cos.,
The Travelers and St. Paul Fire & Marine, for
example, say they may delete the exclusion un-
der certain circumstances.

The Insurance Co. of North America and
SAFECO Cos. are even filing endorsements with
insurance departments to provide insurance in
cases of vicarious liability.

And there is some candid admission at Kemper
Insurance Cos. and CNA Insurance, which are

Continued on page 76
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Report on London

Lloyd's Robin Jackson and H. S. Weavers's Peter Wilson
are two of the most important underwriters in London

for Americans placing their risks in the world's insur-

ance center, Business Insurance editor Susan Alt's in-

terviews and profiles of these two pacesetters lead off-

our special International Insurance Report on London

on page 15. Editor Alt also details lan Findlay's views
on new names at Lloyd's (24), explains how C. E. Heath

is struggling to regain stability (28), reports that avia-

tion insurers .are worried over their inability to push

through rate hikes (29) and that marine underwriter Pe-

ter Green shrugs off charges that he's poaching (31).

Problems in Quebec

Last year risk managers and brokers told Business In-

surance that there had been no measurable impact from
the victory of the separatist party. This year, associate
editor Rebecca A. Fannin found that the story is quite

different. Page 35.

Benefits abroad

Photo: Wide World

Forty persons died this month when a Pacific Western Airlines 737
crashed in Cranbrook, B.C. Whether a snow blower was on the runway
could determine the liability. Story, page 4.
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Jury slaps massive 'fine’

on Ford in '72 Pinto crash

Associate editor Kathryn J. Mcintyre discovered that

not insuring benefits is growing in worldwide popular-
ity, page 37. She also reports that the Swiss may soon be
the first nation to mandate private pensions (39) and
that benefit experts are cheering a footnote to the re-
cent Social Security legislation (40). Meanwhile, San
Francisco correspondent Margaret LeRoux assembled
four benefit managers to explain how they cope with in-
ternational programs (49) and West Coast reporter Jo-
anne Gamlin profiles the international benefit program

at Dart Industries (57).

Other international stories

« GERMANY emerges as a new hot spot for terror-

ism. Update, page 41.

» OPIC's chief defends the role his embattled agency

plays for U.S. firms. Page 54.

- MATTEL is relieved after consolidating its overseas

insurance. Page 55.

« COMMON MARKET-WIDE product liability law is

delayed by controversy. Update, page 59.

€152/here:

- MILLION DOLLAR verdicts continue to increase.

Page 6.

- FEDERAL insurance regulation is proposed on a

product liability bill. Page 8.

+YERMONT legislation averts a ski area liability

The people column

page 78

By JOANNE GAMLIN

SANTA ANA, Calif.-A Cali-
fornia superior court jury here
awarded a record $128 miillioh to
an 18-year-old youth severely in-
jured in an accident involving a
1972 Ford Pinto.

The award against the Ford
Motor Co. included $125 million in
punitive damages.

The plain:iffs in the personal
injury and wrongful death case
charged that Ford placed the gas
tank in the 1972 Pinto where the
automobile manufacturer knew
from its own studies that it would
be apt to rupture upon light im-
pact.

The $128 million judgment is
said to be the largest ever re-
turned in such a case.

The next |argest j udgment
against Ford, according to a com-
pany spokeswoman, occurred in
1975 in Florida in a $3.3 million
judgment which was later reduced
by the trial judge to $1.7 million.

Richard Grimshaw, the chief
plaintiff, was 12 years old at the
time of the accident on Interstate
15 near San Bernardino, Calif.
He was being driven by Lily Gray,
52, of Orange, Calif.

VWhen the carburetor of Mrs.
Gray's car malfunctioned, another
automobile struck the vehicle

from the rear, according to the

lawsuit. Gascline then leaked from

" Mrs. Gray's car, causing a fire

which seriously injured 'the two
victims.

Mrs. Gray died two days after

Grimshaw

the crash. Mr.

was

burned over 80% of his body.
Testimony at the six-month trial
indicated 'that he had undergone
more than 50 operations over a
five-year period at a cost of more
than $125,000.

The pair would have walked
away from the accident unhurt
if there had been no fire, at-
torneys for the plaintiff's charged.

Ford attorneys, however, con-
tended that the 1972 Pinto fulfilled

all existing federal safety stand-

ards. The leaking gasoline alone
was not an overwhelmingly dead-
ly factor, they argued.

Mr. Grimshaw was awarded
$2,841,680 in compensatory dam-
ages and $125 miillion in punitive
damages for the personal injury
portion of the lawsuit. The hus-
band and two daughters of Mrs.
Gray in the wrongful death por-
tion were awarded $659,680 in
compensatory damages as well as

Continued on page 75

Insurers act to reduce

refunds in retro plans

By REBECCA A. FANNIN

NEW YORK-A recent Insur-
ance Services Office filing ap-
proved alrnost nationwide in-
creases the premium retained by
an insurance company during the
early years of a retrospective rat-
ing plan.

The insured loses a key cash
flow advantage of retrospectively
rated plans, although the funds
retained by the insurer eventually
filter back to the client.

Traditionally, insurers have re-
turned a large percentage of
premiums to the insured after
the first and second year of a
retro plan only to ask for these
funds back again after more
claims are reported. Meanwhile,
the insured could invest those
funds that were returned early.

But under the recent filing,

called a retro development fae-
tor, the insured keeps the money
until more claims are reported,
thus eliminating some of the fi-
nancial adjustments.

Insurance company representa-
tives said the development fac-
tor "just helps the whole system
reach equilibrium sooner."

But J. Al Friday, vp-insurance
administration at Colonial Stores,
said, "It's just another way for
them to get a little more money
and hold it a little longer.”

The retro development factor
only applies for those claims re-
ported late, such as workers com-
pensation, general and auto lia-
bility.

"It's another way the mar-
ket is tightening in the liability
f:eld,” said Felix Kloman, a con-

sultant and president of Risk
Continued on Dacie 75
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Work comp blamed
for tire plant closing

CITY OF COMMERCE, Calif.-
Uniroyal says skyrocketing work-
ers compensation costs are in
large part to blame for the com-
pany's decision to close a bias tire
plant here.

The plant, which employs more
than 1,000 persons, pays out $75,-
000 a month in workers compen-
sation claims and administrative
expenses, said plant manager
Walter Gramberg.

The four-to-six-year-old plant
has been self-insured for workers
compensation since 1955.

Mr. Gramberg said the cost of
the program, including rising ex-
penses under California's new
cumulative trauma law, made the
City of Commerce plant not com-
petitive with five other Uniroyal
plants.

The five other plants are 10-
cated in Massachusetts, Michigan,
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There is a lot of concern today about the price tag for health

care in America. If you're involved with seeking a cure, the

Springer Series on Industry and Health Care is for you.

It's a concise and up-to-date reference exploring the issues and

challenges facing business, labor, insurance, health services

delivery .,

and govermnment. —

- Payer, Provider, Consumer: Industry Confronts Health
Care Costs by D. Chapman Walsh and R.H. Egdahl, Bos:on
University Health Policy Institute (Vol. 1, paperback, $7.80)

+ A Business Perspective on Industry and Health Care by
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Health Ca re Delivery edited by R.H. Egdahl (VVol. 3, hard-

cover, $29.80)
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Wisconsin, Oklahoma and Ala-
bama. None is burdened with
workers compensation costs that
are as high as those of the Cali-
fornia plant, he said.

"Lawyers and doctors, major-
ing in workers compensation, are
approach.ng our retirees,”" he ar-
gued.

Another Undroyal source, how-
ever, said that cumulative trauma
awards were not confined to re-
tirees but were spread across all
employes.

The closing of the plant, which
manufactured bias tires. signifies
that the tire industry is pulling
out of the Los Angeles area. In
1975, B. F. Goodrich Co. closed
its doors and a year later Good-
year Tire & Rubber Co. shut
down jgassenger tire produc-
tion.

A swing to radial tires which
last longer than bias tires, the
continuing upsurge in sales of im-
ported cars with imported tires
and the trend toward lighter cars
with lower speed limits which re-
duces tire wear are all cited as
factors in the demise of the bias

tire industry in the Los Angeles

-_— _ _
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M&M proposes legislation to provide
tax deductions for self-insurance

WASHINGTON-The nation's largest insurance broker, Marsh &
McLennan, is proposing model legislation which would modify the Tax
Code to permit tax deductions for businesses and professionals that
self-insure for product liability, malpractice, general casualty and libel
risks.

The amount of the deduction would be determined by the Treasury
Department. The deduction, though, could not exceed the amount the
business would have paid for insurance if it had not self-insured.

Many businesses now insure casualty risks principally to obtain tax
deductions for premiums paid. If tax deductions were available, more
businesses would self-insure their most predictable risks, freeing tight
insurance industry capital now tied up in those risks. As a result, more
capital would be available to the least predictable risks such as product
liability and medical malpractice, Marsh & MeLennan believes.

Several bills now are pending in Congressional committees that em-
body tax breaks for companies that self-insure for product liability.
No hearings, however, have been scheduled on these proposals.

. . . But Treasury official opposes change

WASHINGTON-A key Treasury Department official for the first
time has publicly opposed permitting tax deductions for reserves set
aside to pay for product liability claims, an idea contained in several
pending bills in Congress.

Donald C. Lubick, acting assistant secretary of the Treasury for tax
policy, said recently that Treasury fears the bills lack proper controls
to make sure the tax exempt money would not be misused.

Mr. Lubick also was reported as saying that Treasury has historical-
ly objected to deductions for self-insurance due to the difficulty in
estimating how much should be allowed for them. The current bills
do not resolve this problem, he said.

Treasury is unsure just how much tax revenue would be lost if
businesses were allowed to deduct product liability reserves from their
tax liabilities. It is, however, preparing a report on the impact of the
pending bills for the Office of Management and Budget.

Californid senate OKs tort reforms

SACRAMENTO-The California senate last month passed by a
whopping 30-3 vote legislation that would give manufacturers a defense
against liability if a product were altered or modified from its original
condition.

The measure (S.B. 956) now goes to the state assembly where a tough
fight is expected. The senate earlier passed a bill requiring product
liability suits to be filed within 10 years after the product was first sold..
That measure now is being considered by an assembly committee.

Senate ups arson to maior crime'

WASHINGTON-The Senate last month approved legislation that
_mcz‘akes arson a maj or crime under the FBI's uniform statistical crime

Arson is currently listed as a minor crime and as a result the 11,000
jurisdictions included in the FBI crime index are not required to report
arson incidents to the FBI.

By classifying arson as a major crime, amendment author Sen. John
Glenn (D-Ohio) believes public awareness of the problem will in-
crease and law enforcement officials will be prodded into stronger

Sen. Glenn estimates that arson has increased 400% over the last
decade. Insurance losses may have exceeded $3 billion in the last year
alone. The House still must act on Sen. Glenn's proposal.

Exec fears cumulative trauma impact

LOS ANGELES-Cumulative injury awards in California may be
entering the areas of systemic disorders, aging and the "myriad other
non-occupational conditions that can affect the human organism some-
time during life," says John M. Hayes, board chairman of Transport
Indemnity Co. in Los Angeles.

Mr. Hayes is also president of the California Workers Compensa-
tion Institute (CWCI).

He said that the cumulative trauma claims have the potential of
"dictating a massive upheaval of human and economic resources."

As the scope of cumulative injury broadens, problems arise in al-
locating the cause, he noted.

"No one quarrels with the fact accumulated stress and strain can
produce disability, but how much of it is related to employment and
how much to the aging process?" he asked.

Panel backs Calif. insurance regulators ':,-

SACRAMENTO, Calif.-The Committee on Finance, Insurance and
Commerce has released an 898-page report that criticizes an audit of
the state insurance department conducted by the California auditor
general last year.

Assemblyman Alister McAlister (D-San Jose), the committee head,
urged the auditor general to retract the report that was highly critical
of the insurance department.

The audit report made five principal findings: that the insurance
department gave preferential consideration to selected licensees in the
negotiation and disposition of disciplinary cases; that it was guilty of
insufficient investigation of illegal title insurance kickbacks; that there
was a failure to revoke the licenses of convicted criminals; that the de-
partment managed insurance agent investigations inadequately, and
that its internal organization was "sloppy."

Assemblyman MeAlister said the auditor's report was unprofessional
as well as "ineptly prepared and replete with deficiencies" in its
charges against the insurance department.



the benefit beat

Mine workers reject pact guaranteeing benefits

MINE WORKER leaders, rejected
a proposed contract that would
have guaranteed medical benefits,
with much of the opposition fo-
cusing on new medical deduc-
tibles and a provision to penalize
wildcat strikers. Union benefits,
which are financed by employer
contributions based on the amount
of coal mined, were reduced last
year as wildcat strikes depleted
benefit funds. Employers would
have guaranteed medical benefits
under the rejected contract. How-
ever, workers on wildcat strikes
would have been docked $20 a
day with the money used to re-
imburse the benefit funds. In ad-
dition, workers on unauthorized
strikes for more than 10 days
could have had their benefits cut
off. Under the contract, miners
would have been responsible for
as much as 15% of hospital
charges up to an annual maxi-
mum of $500 and miners would
have paid $7.50 per doctor visit
up to a maximum of $150. There
were no deductibles prior to the
cutbacks last July.

The contract would have boost-
ed pension benefits to $275 a
month from $250 a month for
non-black lung retirees during the
last year of the contract. Black
lung retirees, who now receive
$225 per month, would have had
their benefits raised to $275 per
month over a three-year period.
Minimum disability benefits were
slated to rise to $137.50 per month
from $125 a month. Weekly bene-
fits for sickness would have risen
in three stages to $150 a week
from $100. An eye care program
was slated for the seventh month
of the contract. President Carter
has told Labor Secretary Ray
Marshall to join the talks as coal
supplies dwindle around the na-

tion.

UAW WORKERS at 21 compan-
ies in Southern California will
now be covered under a partially
self-insured group health pro-
gram. The 5,000 UAV members
in region 6 previously received
benefits from Blue Cross of
Southern California. Bob Burks,
president of American Pacific Ad-
ministrators based in Tustin,
Calif., said Blue Cross was ter-
minated because of "very poor
service and unreal costs.” Un-
der the new program, the trust
assumes a $1,000 per occurrence
deductible. The trust then rein-
sures 80% of all claims up to
$5,000 and pays 100% of claims
above $5,000. Washington Na-
tional provides reinsurance on
specific claims while Republic
National provides aggregate re-
insurance. Galbraith & Green will
pay claims on the self-insured
portion of the plan. Benefits,
which include dental insurance,

remain the same as under the

Blue Cross program.

BLUE CROSS and Blue Shield of
Greater New York are phasing
out routine payments for 41 sur-
gical and diagnostic procedures
considered outmoded or of ques-
tionable usefulness. The proce-
dures involve certain types of
bronchoscopy, hysterectomy, sym-
pathectomy, vein ligation and
kidney surgery. The Blues will
provide a period for physicians
to familiarize themselves with the
rules. The first payment submit-
ted by a doctor or hospital will
be paid, but the doctor will be
reminded the procedure is out-
moded. After that benefits will
be paid’
of necessity is provided.

only if written evidence

MANDATORY HOSPITAL cost
controls appear to be dead.

Rep. Dan. Rostenkowski (D-IIl.),
health subcommittee chairman
for the House Ways and Means
Committee, said this month that
he will set aside the administra-
tion's proposal to put a cap of
9% on annual cost increases. Rep.
Rostenkowski's support had been
considered crucial in getting the
cost control legislation through
Congress. Instead of mandatory
controls, Rep. Rostenkowski fav-
ors avoluntary approach by doc-
tors and hospital administrators
to limit cost increases to about
13% this year and 11% in 1979.
Annual hospital cost increases
now are running at a 15% clip.

HMOs that accept Medicare pa-

tients will be reimbursed for

the purchase of reinsurance pro-

tection against the cost of cata-
strophic illnesses suffered by plan
members under regulations pro-
posed this month by HEVW. Re-
insurance protection is especially
important to new HMOs that
often lack membership strength
to absorb the risk of catastrophic
illnesses. INn a related matter,
HEW has extended by two years
the period in which loans HMOs
receive from the government
must be paid back. Loans now
may be paid back over a 22-
year period, though HEVWV still
may require a shorter repayment
period. Under earlier regulations,
HMOs were allowed to defer up
to 36 months the first repayment
of the principle of the loan. Now
the time of the first installment

will be negotiated between the

HMO and HEWV.

CANADIAN BENEFIT consul-
tant says problems in that na-
tion's social security and employe
benefit laws are economic threats
to Canadian unity. Paul H.
O'Donoghue, president of both
William M. Mercer And Marsh &
McLennan Ltd., proposed a fed-
eral-provincial conference to es-
tablish reasonable uniformity of
social security and benefit legis-
lation. Mr. O'Donoghue suggested
a cap of 3 % to 5 % to be placed
on the annual indexing of pen-
sions f6r federal government em-
ployes. Full funding of the Ca-
nadian pension plan would re-
quire an increase of $5 billion a
year in taxes, he warned. And

he urged improved private pen-

sions to provide greater portabil-
ity. "In a country where employ-
ment opportunities are widely
spaced, lack of portable pensions
is an obvious threat to national
unity,” the tonsultant said.

ANNUAL REPORTS for em-
ploye benefit plans for the 1975
plan year should have been filed
by Dec. 15, 1977. If you are a
plan administrator and forgot to
file the annual report, which is
known as Form 5500, you'll be
receiving a letter from the Labor
Department soon encouraging
you to file the report as soon as
possible. Form 5500 provides in-
formation about a plan's financial
structure and its ability to meet
obligations to participants and

beneficiaries.
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40 die in 737 in British Columbia

Snow blower key to liability in air crash

By ELLIS SIMON

CRANBROOK, B.C.-Whether a
snow blower was on the runway
blocking the path of an approach-
ing Pacific Western Airlines Boe-
ing 737 jet could determine lia-
bility in the crash this month
which killed 40 people.

The Canadian disaster was the
second commercial airliner crash
in the Pacific Northwest in as
many days. Seventeen persons
were killed the previous day when
a Columbia Pacific Airlines Beech-
99 turboprop commuter aircraft,
bound for Seattle, crashed on
takeoff from Richland, Wash.

Light snow was reported to
have been falling when the twin-
engine Pacific Western airliner

was preparing to land after a flight
from Calgary. Snow clearing was
taking place on the runway at
the time and visibility was said
to have been three-fourths of a
mile, according to Alan Jay,
Transport Canada public affairs

officer.

Early wire reports indicated
that the aircraft overshot the run-
way while approaching from the
north and crashed into a snow-
bank. However, an airlines spokes-
man later claimed that a piece of
snow removal equipment was on
the middle of the runway and the
pilot was trying to take the plane
up to avoid hitting it.

According to Mr. Jay, the Pa-
cific Western pilot was notified

about the snow removal activities
eight minutes prior to the sched-
uled touch down.

The Cranbrook airport did not
have a control tower. Rather, air-
port operations relied on the use
of a federally licensed radio op-
erator who reported ground con-
ditions to approaching pilots and
the pilot's experience and judg-
ment in deciding whether to land,
he said.

Once the pilot chose to land,
the radio operator's job was tb
notify airport maintenance and
other vehicles to stay clear of the
runway, Alr. Jay continud. "There
is no reason to suppose that the
operator did anything that he
didn't do before,"” he added.

Mr. Jay noted that even though

roducts liability

iNsurance.

notification could have been trans-
mitted to ground personnel, it is
conceivable that a vehicle could
have ventured into the path of
the approaching aircraft. Had this
happened, the city of Cranbrook
could be held liable for the crash
since the vehicle would have been

driven by a city employe, he said.

However, no determination has
been made yet by Transport
Canada, the government regula-
tory agency and investigating
body, and Mr. Jay said it is just
as plausible that there was no
snow removal equipment in the
path of the aircraft.

Findings of Transport Canada
investigations are normally re-
ported 90 days after an accident

When it comes to judgements and subsequent premiums, the cost of products
liability insurance continues to skyrocket. And until manufacturer exposure and liability
can be reinterpreted and brought back within more reasonable limits, the only
sensible defense is a strong offense.
That means the very best products liability policy your company can get. And
that's what our claims-made coverage is. It's best because it covers you completely,
when you need it. And you pay for only the protection you need as you need it.
Based on today's claims-not blue-sky future projections.
More and more companies are turning to claims-made products liability insurance

each year, once they know the facts. And Shand, Morahan is leading the way
with innovations that make this modern

coverage even more down-to-earth. For
example, we offer a custom-designed

deductible that lets you assume a portion
of the risk yourself. We still provide a full
defense, but you enjoy a substantial reduction

in premiums.

There are many advantages to claims-made

insurance. Chances are your insurance
agent or broker has his own professional
liability written on this basis. Ask him to

call us for the full story.

It could bring your products liability
problems a lot more down-to-earth, where

they belong.

Adown=to=earth

approach to
the problem.

IHTUIShand, Morahan & Company, Inc.

EVANSTCN, ILLINOIS

occurs, Mr. Jay said. However, he
said public interest could force
a speeding up of the process.

The crash, which was survived
by seven persons, was the worst
Canadian air disaster since 1970.

Business Insurance learned that
Pacific Western's hull and liability
coverage was placed with Canadian
Aircraft Insurance Group, the
O'Ryan group in London and As-
scciated 'Aviation Underwriters on
a vertical split. Assocated senior
vp Richard Millersaid his group
had only a small piece of the cov-

erage.

R. A. Pincott of Reed Shaw
Stenhouse Ltd.'s Calgary office,
the broker who placed the cover-
age, could not be reached for
comment.

Business Insurance was unable
to learn where liability coverage
for the Cranbrook airport was
placed.

No determinations have been
made as to the cause of the Colum-
bia Pacific crash at Richland,
Wash., which claimed 17 lives.

The airline's hull and liability
coverage was placed in the London
market with the Malatier Group
as the lead underwriter. Johnson
& Higgins brokered the policy
through its U.S. Commuter Air-
lines Group.

Sources at the firm's New York
office reported the hull value at
$31'0,000 and the airline's liability
limit as $20 million. -

1 million in U.K.

work in noise

LONDON-Over 1 million
workers in UK. industry are be-
lieved to be exposed to excessive
noise and growing numbers of
claims for hearing loss are being
lodged against their employers,
according to a risk management
report prepared by the Commer-
cial Union group.

"Working conditions can usual-
ly be improved by experienced
engineers points out Kenneth J.
Duffy, who heads its risk man-
agement division. "And the his-
torical fact that some industrial
processes remain inherently noisy
should never- be used to justify
the continued acceptance of this

hazard.”
Industrial deafness becanne a
listed industrial disease in Brit-

ain less than three years ago, -
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IS A PARTNERSHIR It takes a
knowledgeable insurance com-
pany to provide guidance and
direction to help prevent losses.
Plus a policyholder who's will-
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keep its insurance costs down
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$1 million iudgments
continue to increase

By JERRY GEISEL

CLEVELAND-Jury awards
topping $1 million continued their
upward climb in th,e last two
years with the number of awards
increasing from 26 in 1975 to 49
in 1976.

Preliminary figures for 1977
show 29 verdicts over $1 million,
but that figure is expected to rise
substantially as more information
becomes available, according to
Jury Verdict Research Inc., a le-
gal research firm here which corn-
piled the figures.

Between 1962 and 1977 at least
205 million dollar awards were
made, according to the Cleveland
firm. The talley on a year-by-
year basis is:

1962: 1 1970: 7
1963: 2 1971: 11
1964: 1 1972: 22
1965: 3 1973: 18
1966: 1 1974: 23
1967: 4 1975: 26
1967: S 1976: 49
1969: 3 1977: 29

Information sources for Jury
Verdict Research include court
clerks, newspaper clippings and
attorneys who supply details on

In addition, the million dollar
awards figure refers only to jury
verdicts. It is possible that the
amount of the award was reduced
during the appeals process, said
Margaret T. Gorman, director of

research.

Ms. Gorman took issue with a

recent ad by Aetna Life & Cas-
ualty Co which described a $1.1
million award for a woman who
suffered various psychological
problems after being falsely ar-
rested for shoplifting.

"The one verdict Aetna men-
tioned for false arrest is not typ-
ical of the million dollar verdict,"
Ms. Gorman said. The maj ority of
awards involve quadriplegics, par-
aplegics and severe brain damage
cases, she said.

In a study of 188 miillion dollar
verdicts, Jury Research found
that 48 of the cases involved
plaintiffs who either were para-
plegics or quadriplegics as a re-
sult of injuries.

Another 55 cases involved ac-
cident victims with severe brain
damage, while 32 cases involved
the wror-gful death of the indi-
vidual.

In 14 cases, miillion dollar
awards were made as a result of
leg and/or arm amputations in-

curred by the individual. -

Identical to Senate plan

House panel OKs
pregnancy benefit bill

WASHINGTON-A House pan-
el this month unanimously ap-
proved a bill requiring that most
employers offer disability and
other benefits to pregnant em-
ployes. As amended by the panel,
the House measure is now iden-
tical to legislation passed by the
Senate.

The first amendment-offered
by employment opportunities sub-
committee member Ronald A.
Sarasin (R-Conn.)-allows em-
ployers to reduce their employe
benefit plans one year after the

bill's enactment or at the end of '

a union contract.

The Sarasin amendment re-

This free booklet

can help prevent
youlromhaving

this winter.

frozen assets

If the coming winter is any-
thing like last year, then you'll
want to know what to do in
your plant before a cold-
weather freeze-up.

Hartford Steam Boiler has a
free, freeze-up prevention
plan for your boilers and
machinery that could save
you a lot of cold cash. It's in
our fall issue of "The Locomo-
tive." It details step-by-step
procedures for preventing
cold weather freeze-up of
piping, heat exchangens,
boilers, air conditioning and
refrigeration, air systems,
pressure vessel and mechan-
ical equipment.

Our plan provides a con-
venient way for your key
plant pensonnel to educate
equipment operators and
other employees concerning
adequate, early cold weather
precautions and emergency
priorities.

For example, in a major
freeze-up, should an equip-
ment operator first drain and
then blow out all the moisture
from the diaphragm on a
$200,000 compressor? Or
would his time be better spent
servicing boiler water lines?
The cmswens could save you
big dollars.

This freeze-up prevention
plan, designed and tested by
our national staff of over 900
inspectors and engineers, is
now being routinely distrib-
uted to our insureds. It pro-
vides yet another building
block for creation and mainte-
nance of an effective in-house
risk management program.

For more facts circle 71 on rep y card

For your free copy, simply fill
out and send us the coupon.

I want the cold facts about
saving cold cash on my boil-
ers and machinery. Please
send me a free copy of'The
Locomotive" concerning
freeze-up prevention.

Nnme

Title
Company
Addregs

City
State =i
Send coupon to:

HARTFORD
STEAMBOILER

NEPMTNAND

INSURANCE

56 Prospect St., Hartford, Conn.06102
We help more risk mcmagers

manage risks better.

places the section of the House
bill (H.R. 6075) that would have
permanently forbidden employ-
ers from ever reducing their
employe benefit plans in order to
provide pregnancy coverage.

Under another amendment in-
troduced by Rep. Sarasin, em-
ployers with sick leave plans will
have to provide disability bene-
fits to pregnant employes no
later than six months after the
bill is enacted.

The bill now will be consid-
ered by the Education and Labor
Committee. If approved there, it
goes to the House floor.

If passed and signed by Presi-
dent Carter, the measure will
overturn a December 1976 deci-
sion by the Supreme Court that
employers are not required to of-
fer disability pay to pregnant
employes under the civil rights

law.

Under the proposed legislation,
employers offering disability
plans would be required to in-
clude pregnancy in their plans on
the same basis as any other sick-
ness. An employer that does not
provide a sick leave program,
however, would not have to pay
just pregnancy disability benefits.

The bill also would prohibit
paid sick leave programs that
limit benefits for pregnancy to
a shorter period than other dis-
abilities. An employer could not,
for example, limit disability ben-
efits to six weeks in the case of
pregnancy while providing up to
26 weeks for other illnesses.

Furthermore, medical and hos-
pital plans would have to be re-
vamped if they covered preg-
nancy on a different basis than
other sicknesses. An employer,
for example, could not limit hos-
pitalization coverage to $500 for
pregnancy-related expenses while
paying up to 80% of expenses for
other illnesses.

But again, companies without
disability or medical plans would
not be required to institute those
plans under the pregnancy bill.

The National Assn. of Manufac-
turers, while pleased that the Sara-
sin amendments were adopted,
Still Will press for an amendment
limiting disability benefits to six
weeks,, said ,NAM's Annette Fri-
bourg:

The people with

know-whoin

DES MOINES

are
LA MAIR-MULOCK-CONDON CO.
906 Walnut Street

244-0166
SEE OUR AD ON PAGE 3



Fire protection art: Number 1

The fine art of fire protection
hadn't become a science in 1871. Case in point: Chicago
destroyed.

The fine art of fire protection can help keep your company
from becoming a similar "memorable disaster."
Or, another statistic.

The kind of Are protection that bas become a science as
practiced by Protection Mutual. Where our people work with

your people to prevent costly ffres before they happen, or
contain them if they start.

That's Protection Mutual: Where the ftne art of fire

protection is a science.

The Protection Mutual Fire Art Series
has been reproduced in 11" x 14" size on high
quality paper stock suitable for framing. For your
14 o0 1 Personal copy of Print Number 1, write our
Mr. Paul E Ray, Chairman of the Board and President.

PROTECTION MUTUAL

Insurance Company
302 South Northwest Highway, Park Ridge, lllinois 60068

The Bettmann Archive

Ll:.rfil: Trivig
J M frutll
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I § G 1IN Bill plans
| A0 | U.S. agency
on insurance

WASHINGTON — Establishing
a federal insurance commission
to provide tougher regulation of
the insurance industry is the latest
idea to reduce product liability
problems. ;

Rep. John LaFalce (D-N.Y.) is
expected to introduce legislation
this month calling for the crea-
tion of such a commission. As
Rep. LaFalce sees it, the commis-
sion would be structured along
the lines of the Federal Trade
Commission and would be given
“broad powers.” Included would
be the authority to request under-
writing reports and issue sub-
posenas.

The commission, for example,
could force insurance companies
to state product liability infor-
mation separately on annual re-
ports, something most state in-
surance commissions have failed
to require.

Rep. LaFalce, who is chairman
of the House Small Business
Committee, also wants to do
away with the current hodge-
podge of legal theories on which
a product liability suit can be
based and replace those theories
with a single product lability
cause of action.

Under the new uniform product

‘ j ; liability law, only three causes
‘ of action would be allowed: was

{ the duty to warn breeched, was

the product defectively designed
or was the product defective
when manufactured.

2
A

f
<

5
v .
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N
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Rep. LaFalce’s proposal would
authorize the apportionment of
damages among the defendants
at fault and allow damages to

be reduced to the extent that a
and plaintiff’s negligence contributed
| to the accident. Insurance com-

psnies have complained recently
QUIETa EFFECT'VE ANSWERS : that courts no longer take a plain-
tiff's negligence into account when
awarding damages.

In addition, Rep. LaFalce is
proposing a three-year statute of
limitations on a suit dating from
the time.of the injury. The bur-
den of proving fault would rest
exclusively with the plaintiff 10
years after a product was first
introduced.

States would be given time to
pass laws to comply with these
federal standards. The federal
standards would become manda-
tory for states that failed to adopt
the standards. a

A+ :CLASSXII- A.M. Best Co.

MULTINATIONAL, PROPERTY and LIAB!LITY,
MULTILINE THROUGH AGENTS AND BROKERS
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MONTPELIER, Vt.-A liability
insurance crisis in the ski indus-
try here was averted this month
when the state legislature passed
a bill that reestablishes the as-
sumption of risk doctrine.

The long standing defense had
been nullified in Vermont by a
superior court judge last summer
in a lawsuit that ended with a
81.5 million judgment against the
Stratton Mountain ski resort (BI,
Aug. 22, 1977). One of two ski
resort liability insurers in Ver-
mont, American Home Assurance
Co., considered canceling all of
its policies more than once since
the decision because of the new
untold exposure. The only other
insurer, Lloyd's also expressed
zoncern about the broadened ex-
posure in Vermont.

American Home set a Feb. 1
deadline for legislation to be
passed that would reaffirm the
assumption of risk doctrine that
had stood in Vermont since a
1951 federal court decision.

Though admitting "we would
have liked something more spe-
lific,” American Home vp Dennis
Busti said, "the legislation could
work. It will take some time to
see. We're going to hang in there
and see what happens.”

That's good news to the VVer-
mont Ski Areas Assn. which
fought long and hard for the
Legislation, battling a plaintiff's
attorney who was also chairman
of the Senate judiciary commit-

Sasse files

against its

LONDON-F. H. Sasse Syndi-
cate at Lloyd's, recently suspend-
ed from writing insurance be-
cause of fincial difficulties,
filed suit here against Instituto
De Reaseguros do Brazil (IRB),
a reinsurer it says is causing the
problem.

Sasse is claiming that the IRB
owes it more than $3 million for
losses that were reinsured by the
IRB. Frederick Hugh Sasse filed
the suit on behalf of the syndicate
and the 80 to 100 persons who
are investors in Sasse. (BIl, Feb.
6.)

Sasse's suit confirms that the
syndicate underwrote 1,300 in-
surance policies on U.S. properties
through Florida underwriting
agent Den-Har Underwriters Inc.
as of March 1, 1976. Den-Har
acted on the authority of an
agreement between Sasse Syndi-
cate and Brentnall Beard Inter-
national, the Lloyd's brokers in-
volved as agents for Den-Har.
Den-Har's general binding au-
thority was evidenced by a docu-
ment amended Nov. 1, 1975.

Den-Har underwrote policies
providing property coverage up
to $500,000.

When each policy was issued,
says the suit, another contract
was entered into by Den-Har on
behalf of the syndicate with In-
tra-Global Reinsurance Facilities
Inc., also based in the U.S. Intra-
Global was acting on behalf of
the IRB, as agreed between IRB
and reinsurance brokers Austen
& Balcon Agencies Ltd. The IRB
and Austen & Balcon had signed
an agreement to this effect on
May 5, 6976, retroactive to March
1, 1976.

IRB allegedly agreed through
Intra-Global to reinsure Sasse
Syndicate for the first $100,000 of
each claim arising from policies
underwritten in Sasse's name by

Den-Har.

Sasse also says in its lawsuit
that another more recent agree-

tee.
“"We were at it weeks and

weeks," said David L. Cleary,
the legislative lobbyist for the
ski industry in Vermont.

The doctrine of assumption of
risk holds that anyone who
knowingly participates in a haz=-
ardous activity, such as skiing,
accepts the risks that normally

go with the activity.

But Judge Wynne Underwood,
in Sunday versus Stratton Moun-
tain, held that the assumption of
risk doctrine was no longer a
valid defense in Vermont since
Vermont adopted compal-itive
negligence in 1970. He reasoned
that because assumption of risk
is held to be a complete prohibi-
tion to recovery for the plaintiff,
it could no longer be invoked in
a state that recognized the negli-
gence of both the defendant and
the plaintiff when making an
award, attorney Mr. Cleary said.

But the new law, as part of
the comparitive negligence stat-
ute, says, "Notwitfistanding the
provisions of Title 12, Section
1036, a person who takes part in
any sport accepts as a matter of
law the dangers that inhere
therein in so far as they are
obvious and necessary."”

More important, Mr. Cleary
said, the law also explicitly in-
cludes the intent of the legisla-

ture to be a reaffirmation of the

principles set forth in Wright

lawsuit

reinsurer

ment between Austen & Balcon,
acting as agents for the IRB,
and Brentnall Beard, acting as
agents for Sasse Syndicate, pro-
vided that the IRB would rein-
sure the syndicate for the first
$100,000 of any loss under the
policies written by- Den-Har in
Sasse's name. This later agree-
ment was dated Jan. 20, 1977.
Sasse Syndicate says it has met
all valid claims under the pol-
icies and wants the IRB to pay
its share. The IRB, says Sasse,
has only paid $500,000 worth of
losses so far and has refused to
make any further payments.
Lawyers for the IRB declined
to comment until a report is com-
pleted for the IRB by Bob Bishop
of the international loss adjusting
firm of Graham Miiller & Co. -

The people with

know-who in

DENVER

are
WARREN & SOMMER
3955 East Exposition Avenue
744-3711

SEE OUR AD ON PAGE 3

versus Mt. Mansfield in 1951 and
Leopold versus Okemo in 1976,
federal court cases in favor of
ski area defendants on the doc-
trine of assumption of risk.
Assumption of risk is a valid
defense in Vermont, Mr. Cleary
said, when the participant knows

business insurance, February 20, 1978/ 11

Vermont legislation averts ski liability crisis

Mountain was just won by the
defense. The jury sitting in the
same city as in the Sunday case,
decided that the plaintiff, though
only 10 years old when he ran
into a snow cat causing severe
leg injuries, was recklessly skiing
and that Glen Ellen ski area

injuries.

The $1.5 million judgment in
the Sunday case is on appeal to
the Vermont Supreme Court. The
state's highest court has never
ruled on the assumption of risk
doctrine but it will not be affect-

ed by the new law in its deliber-
the risks, appreciates the dangers could not be found liable for his Bt~ I —— e I —— U -
and freely accepts them.

He lamented, however, that the
senate judiciary committee de-
cided to strike a second sentence
in a proposed statute that would
have specifically listed instances
in which a skier has assumed the

Employee Benefjt
Consultants,

risk, such as when he is injured
due to variations in terrain, sur-
face and subsurface snow and
ice, rocks, trees, forest growth -
and debris, roots, towers, utility ACtu a rl eS 3
poles and plainly marked or vis-
ible snow making hydrants.
These situations are specifically
referred to in the two federal

Administrators

Specialists in the analysis, design,

administration and communication

court decisions reaffirmed by the
legislature, Mr. Cleary said.
of Pension, Profit Sharing,
Because the new legislation
states the assumption of risk doc-
trine is applicable "as a matter
' it requires the judge to
decide if the case should go to

Group Benefit and
Executive Compensation Plans.

HERGET AND
COMIKNY, INC.

204 E. Lombard St.

Baltimore, Maryland 21202
(201) 539-3500

of law,"

the jury. "A jury decides ques-
tions of fact, a judge decides
questions of law,"” Mr. Cleary ex-
plained. "The judge has the duty
to refuse to let the case go to the
jury.”

Meanwhile, even without the
new law, the first ski area lia-
bility case to be tried in Vermont
since Sunday versus Stratton

GERLING GLOBAL
REINSURANCE CORPORATION

U.S. Branch

is pleased to announce
the opening of its new
West Coast Headquarters at

3600 WILSHIRE BOULEVARD

LOS ANGELES, CA. 90010
Tel. (213) 383-6162 Telex 67-4048

Serving the Property and Casualty

Reinsurance requirements of
the Southern California area.

Northern California and other Pacific and
Mountain States areas will continue to be

serviced by the San Francisco office.
555 CALIFORNIA STREET

SAN FRANCISCO, CA. 94104
Tel. (415) 989-0630 Telex 3-4359

GERLING GLOBAL OFFICES INC., U.S. Manager
717 Fifth Avenue, New York, N.Y. 10022
Tel. (212) 752-8900 Telex 1-2071 or 1-25006
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editorial opinions

Selling underwriters: A new challenge

7 HE ONE COMMENT we heard in London more often
1 than any other was that insurers who are willing-

indeed eager- to underwrite practically any kind of excess
liability insurance are adamant about not wanting to write
coverage for U.S. companies over a self-insured retention.

VWhether this makes sense or not is besides the point. It
is a reality. The reason: Excess insurers maintain it's abso-
lutely necessary to have a primary insurer involved in
claims.

They don't deny that the U.S. primary insurers are
often accused of being so lackadaisical about administering
and settling claims that their losses have frequently been al-
lowed to inflate to unconscionable levels through mere
neglect.

They also don't deny that at times a self-insured (or even
an insured) corporation can do a competent job of handling
its own claims, investigating and settling them quicker

than a primary insurer bound up in red tape and bureau-
cratic inefficiencies would.

m Why, then, doesn't anybody in London want to pick up
losses over a deductible or a self-insured program?

"Call it convenience, if you will," responded a leading
company underwriter over lunch near Lloyd's. "It's just
easier to have that insurer who's in the U.S. involved. We
sleep easier."

If that is the reality of the attitude here toward formal-
ized self-insurance programs that are usually combined
with streamlined claims handling procedures, then it's ap-
parent that a buyer who can't find a primary insurer and
doesn't have a captive insurance company has a darn big

Lloyds lan Findlay
HAT.DOESJTMEAN fQ fyave = ™" ™

lan Findlay, until recently chairman of Sedgwick Forbes,
clearly understands the markets having worked in them as a
broker since 1936. More important, however, is that he has
spent most of his life working with commercial insurance
buyers. He understands the needs of risk and insurance
managers.

Mr. Findlay is the first broker to head Lloyd's in three
decades. His future impact on the institution is difficult to
ascertain at this point, since he only assumed office last
month and hasn't had much to say about what he'll do
differently from 'his predecessors.

But he's ever vigilant of the buyer's interest, having
been steeped in the art of serving the consumer.

He recognizes that open trade is essential for the insurance
business and will spend time trying to educate the countries
of Europe and the world on the need for legislation allowing
businesses to buy their insurance from any insurer they

business iINnsurance

selling job to do.

In most instances, underwriters in London were willing
to concede they'd not close the door completely on the
idea of writing excess insurance over a self-insured pro-
gram, if a risk manager or corporate. officer could do a good
enough job convincing the underwriter that the company
was practicing good claims management and had estab-
lished clear procedures for responding to claims and losses.

Thus, once again, buyers are being told not to shove
the job of communicating details about corporate risks and
risk management programs off onto the shoulders of their
brokers. Brokers can't be expected to carry with them all
the details needed to convince an insurer that a company
needing insurance is a good risk, desirable business for
the underwriter.

The job of "selling" the risk to underwriters is as much
a part of a risk manager's job as keeping track of losses.
At the very least, underwriters told Business Insurance
an insurance buyer should put together a detailed report
for underwriters (and brokers) about the company needing
insurance, its history, risks, loss history, claims handling
procedures and so on. They complained that very few
brokers are ever given enough information at the outset
with which to approach insurers.

. We've heard a lot in the last five years about how risk
and insurance managers have to communicate better, par-
ticularly to their superiors about subordinates within the
company. Now a new challenge is clear: Buyers also need
to do a much better job of communicating with the under-

writers.

cares about buyers

choose. This effort to combat increasing nationalism abroad
may well aid insurance managers in the U.S. and foreign
countries.

Mr. Findlay also sees self-regulation by the Committee of
Lloyd's as one of the most important duties of that body.
Because Lloyd's is growing so fast, "there are dangers in
the conduct of our affairs where we must be very watchful,”
Mr. Findiay has said. There have been a few cases in re-
cent years of brokers being censured by the Committee,
for their failure to live up to the Lloyd's standards. Though
Mr. Findlay said he didn't want to discuss any specific prob-
lems relative to activities of some Lloyd's brokers or finan-
cial difficulties for several leading syndicates, he voiced his
concern for the ways "risks are brought into the market
and handled. Lloyd's is very concerned if anything happens
in the conduct of business that endangers policyholders or the
reputation of Lloyd's."

We hope the companies operating in London but outside
of Lloyd's are equally concerned about protecting the buyer.

letters

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

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

Information

To the editor: Your editorial
(Jan. 23) on the need for infor-
mation about insurance did not
mention an available service on
pensions and life insurance. May
I quickly suggest that such a fa-
cility exists through the American
Council of Life Insurance.

Since 1940 the Insti,tute of Life
Insurance served as a central
source of information for the pub-
lie on life insurance. In the last
year the Institute was merged in-
to the American Council of Life
Insurance now serves as a central
public information source under
this new name.

Through our information and
reference services, we have avail-
able a resource for many groups,
including research, public and
private organizations and the gen-
eral public. Our library maintains
reference materials about life ili-
surance, including more than 5,000
books and 400 periodicals. Our
reference files contain materials
drawn fronn such sources as
pamphlets, newspaper and maga-
zine articles and public and pri-
vate studies.

Our adivities are supported by
472 life insurance companies who
have more than 90% of life in-
surance in force in the United
States. Their assets represent 96 %
of the assets of all United States
life insurance companies.

James R. Williams

Vp, American Council of Life

Insurance, Washington, D. C.

Adding TM

To the editor: | read with in-
terest your article on how some
companies are assisting employes
in dealing with stress. | would
appreciate any assistance that you
can offer to aid me in contacting
organizations-dthat provide assist-
ance in establishing a TM or
biofeedback program for employes.

Don Corlett

President, Don Corlett Motors

Inc., Louisville, Ky.

Information on a transcendental
meditation program for manage-
ment and emploves can be obtained
from the TM center closest to volt.
The centers also have course de-
seription contained in a brochure,
"The Transcendental Meditation

Continued on page 74
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Because of increasing risk both here and abroad, we are offering
Kidnap £0 Ransom insurance to individuals and corporations.

The inclusion of extortion coverage makes the program underwritten by
member companies of American International Group one of the most
comprehensive in the world,

R)r the protection ofour clients we do not advertise further details, but

inquiries will be handled promptly and on a completely confidential basis.
Coverages are available in most states.

We welcome inquiries from any licensed agent or broker. You don't have to b€ a regular producer to place business with an AIG company.

For more facts circle 53 on reply card

AMERICAN INTERNATIONAL COMPANIES

Dept. A, 102 Maiden Lane, New York, New York 10005
lam interested in more information about Kidnap eD Ransom Insurance.

Nome Nnde .Phone

Company Addmu
City . . [Fl?t Merer omﬁ)arii%of
State Zip FIL+, Americanintemational Group
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When your property needs protection, call out the Cavalry.

Kemper has the kinds of propery So when we say we're with you

protection you need Coverages
that are broad Flexible

Innovative. And priced right

We ride hard to protect our
policyholders And we've been
doing it for some sixty years.

for the long ride, we mean exactly
that

Cal the people who cover your territory Your
independent agent or broker who represents
us O- write Pete Standbridge, Sales Manager,

Ke-nper Insurance Comparies, Long Grove,
lllirots 60049

riler:r:viet,d 01511RanCe
vu=SU*=LS« companies

We're riding hard to serve you better.
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London:

At Lloyd's,
it's not the

time to relax

By SUSAN ALT

LONDON-Now that major pre-
mium rate boosts have flooded
the market, liability insurance
underwriters can settle back and
adjust rates upward by smaller
amounts-generally referred to
as "inflationary factors.”

But this inflationary factor
doesn't mean the premium hikes
will be limited to the annual in-
crease in the cost of living. In-
stead, underwriters are referring
to the upward trend in litigation
liability awards and losses that
they'll have to cover-a more
subjective calculation.

To say that liability insurance
policies are now being "adequate-
ly priced" at last is not to say in-
surers will let down their guard.

Consider the views of Robin
A. G. Jackson, Merrett Dixey
Syndicate's chief non-marine un-
derwriter and a major power in
the Lloyd's marketplace. "l am
far from convinced that we can
afford to relax,"” he says, on the
heels of delivering his summary
of successful rate restructuring ef-
forts during 1977.

He looks hopeful and speaks
forcefully when he states that un-
derwriters, having forced ‘rates up

and toughed underwriting terms,
Nnow have to "hold to them.”™

His assertion sounds more like a
rallying call, an enjoinder that he
hopes will encourage insurers in
the U. S. and London not to get
carried away with competition
now that things are back on a
profitable footing in the casuaMy
insurance business.

"l believe now that we have
got many risks up to the point
where we can afford to increase
rates only by an inflation factor.
But | don't believe that we can
afford to give 10, 15 or 20% rate
cuts," Mr. Jackson said, indicat-
ing that already he's seeing some
of this competition returning to
the marketplace.

He does, however, admit that

Continued on page 23

Two

Robin Jackson is ai e:fcble, accessiole and contra-
versial fellow whose name hcs become a ho-,se-

hold w:)rd to U.E. kiyers

Jackson signals
many changes

LONDON-If you've a liability r.sk to insure
with Lloyd's, the man whose decision will make
or break your effort is Robin Jackson.

Innocent-enough- sounding name. In fact, Mr.
Jackson is a young, cheerful and gregarious gen-
tleman with a :ouch of devilishness in his eyes.

He doesn't fit your everyday stereotype of a
stuffy British b.sir.essman. Nor does he fit your
everyday image of the gray-haired. wizened
specialist ensconced in an archaic box on the
floor of Lloyd's famous Room.

Robin Jackson personifies the new Lloyd's, a
changing Establishment, if there is such a thing.
In his 40s, Mr. Jackson is an affable, accessible
and controversial fellow whose name has become
a household word .0 U.S. brckers. insurers and
risk managers who buy large umbrella liability
policies in London.

There are other things, too, that set Robin
Jackson apart from the run-of-the-mill Lloyd's
underwriter. For one, he's an influential director
of one of the largest and most powerful syndi-
cates at Lloyd's, the Merrett Dixey Syndicates
Ltd. But unlike many people who've achieved
such positions of prominence, Robin Jackson
hasn't spent 20 years with the same firm work-
ing his way up through the ranks. Nor is he the
son or nephew of a founder, moving easily in
a spot set aside fcr him by custom.

He joined Merrett Dixey very recently-in

C,mtinued on page 23
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Peter Wilson does much of his work at a small
headquarters away from the never ending crowd
at his underwriting office near Lloyd's.

There's a long

wait for Wilson

LONDON-There's a long wait to get in to
see Peter Wilson of the Weavers Group. If you
can get in at all.

It's not uncommon for Mr. Wilson's secretary
to tell a caller that Mr. Wilson won't be avail-
able at all and that there's no chance of getting
an appointment.

For those who haven't built a long-standing
relationship with Peter Wilson, chances aren't
good for an audience. It's like trying to get in
to see the Pope.

Peter Wilson is, indeed, a busy person. Be-
cause he and his underwriting team personally
handle an enormous amount of commercial casu-
alty business, picking up a huge number of
risks that can't find markets in the U.S., there's
always a roomful of brokers waiting for the
chance to snare a few minutes with one of the
most powerful people in town.

Mornings find Peter Wilson at his out-of-the-
way headquarters office doing administrative
work in a quiet environment. This office is as
unlike his office near Lloyd's as night is to day.
Situated in the headquarters building of H. S.
Weavers's parent company, London United In-
vestments Ltd., Mr. Wilson is lodged in a con-
servatively decorated office containing only a
few seats for those waiting to see him.

The building itself is in a most unlikely
location, halfway up one of London's archaic

Continued on following page

men who make a dif

Elsewhere,
any policy
at a price

By SUSAN ALT

LONDON-It's no wonder Pe-
ter S. Wilson's name is among the
best-known in U.S. brokerage and
risk management circles.

The organization he under-
writes for-H. S. Weavers (Un-
derwriting) Agencies Ltd.-has
picked up millions of dollars of
commercial property and casualty
business since 1974 when U.S.
insurers found they were in trou-
ble and started pulling back on
their underwriting.

Peter Wilson's name has be-
come synonymous with the image
of the London markets-a place
where you can always buy the
coverage you need, although you
might have to pay an arm and a
leg for it.

The lion's share of Peter Wil-
son's business comes from the U.S.,
which accounts for his constant
trans-Atlantic trips. A 1976 an-
nual report for Weavers's parent
company, London United Invest-
men,ts Ltd., noted that nearly 90%
of the firm's insurance income,
attributable to Weavers and a
wholly owned insurance compa-
ny for which Weavers acts as
agent, originated overseas, "most-
ly in U.S. dollars.”

Though Peter Wilson is tech-
nically outside Lloyd's, represent-
ing a group of eight insurance
companies, his name is usually
mentioned in the same breath as
that of Robin Jackson, an under-
writer at Lloyd's with the Merrett
Dixey Syndicate. Together, Mr.
Wilson and Mr. Jackson are potent
forces determining how the com-
mercial property and casualty
business is done in this city.

Weavers generates premium in-
come of better than $100 million
a year, says Mr. Wilson, 80% in
casualty and 20 % in property.
While some people at Lloyd's
describe Weavers as a "fringe"
market, connoting some second-
rate organization on the fringes of
Lloyd's soaking up business that

Continued on folowing page

U.S. holds the cards in punitive damage issue

LONDON-The issue of liabil-
ity coverage for punitive dam-
ages is one in which the U.S. in-
surers have the upper hand.

For all the discussion about
whether Lloyd's will cover puni-
tive damages in the insurance
policies it sells, the answer seems
to be simply that London insur-
ers, including Lloyd's syndicates,
will follow whatever policy form
is used to insure primary liability
fisks.

The reason: Lloyd's and the
London companies seldom provide
primary liability coverage at the
lowest level, either from the first
dollar of loss or above a small
deductible. London usually un-
derwrites liability risks in excess
of the primary coverage and the
primary insurance is generally

purchased in the U.S. from one

nf uy/11 . lennwn Incatrimr,

cornpanks.

Under the concevt ,of ' follov'-
ing form"” coverage, if the pr.-
mary policy doesn t spezifical.y
exclude punitive damages, then
the Lloyd's/London excess policy
won't either. Eut il the primary
Policy excludes pur_live damage
losses, Lloyd's aid the Londc n
companies will fellow.

Robin A. G. Jackson, director
of Merrett Dixey Syndicaces Ltd.
and one of the two most impo--
tant "lead” liabil.ty underwrite:s
in this market, talks as if Lloyd's
really doesn't have much leve.-
age in this mat:er, either with
insurance buyers or w.th U.S. in-

surers.

"This is one instance where

what we do literally depends on
what the U.S. markets do.” he

trTA R.e.Nnee 1, cirranco pha1* -

sophically speaking, if the pri-
mary policy is silent on the issue
cf punitive damages-which many
pclicies are-Mr. Jackson says
hell write the exclusion into the
Lloyd's excess policy or follow
:ha primary policy by rema.ning
silent on the subject. Mr. Jack-
son's comments make it clear that
t.e prefers the former situation-
putting the exclusion into the
Lloyd's excess policy even E the
primary insurance policy is s.lent.

Moreover, he uses his most
foceful tone of voice when he
says that if Lloyd's is asked to
remain silent on the subject of
punitive damages-meaning that
the policy will cover these bsses
-then there’'ll definitely be an
extra premium charge for the
concession.

What has happened in reality,

hrul=wor i~ thst

this is all negotiable and that his
goal is still a moving target. Even
Mr. Jackson hasn't fully toted up
the score yet on how successful
he's been at adding the exclusion
or charging additional premiums.
He expects to have better statis-

ties by the end of February.

Merrett Dixey has renewed
some excess liability policies re-
cently at little or no additional
premium and no new exclusion
for punitive damage losses, Mr.
Jackson admitted. Other renewal
policyholders have been charged
5% to 10%. additional, a couple
have had to pay an added 15%
and ",the most we've charged any-
body is 20% to 25%," he said.

"If the policy we write is ex-
cess of $1 million, there's a high-
er charge for the coverage, but

if *ho Nmnlirwv K ovr, Ace Nnf env £94

million, the charge will be almost
nothing,"” said Mr. Jackson.

And Mr. Jackson won't de-
mand the exclusion except on
problem risks. He could think of
only one example of a firm that
was denied the coverage. "We'11
provide coverage unless the pol-
icy is for a really target risk. For
instance, we're holding fast with
railroads; we won't let them buy
the punitive damages coverage,”
he reported.

Yet, the one industry that's
always on the tip of everyone's
tongue as posing the all-time
great problem risk is the phar-
maceutical industry. VWould a
pharmaceutical manufacturer be
able to buy coverage for punitive
damages?

Underwriter Mr. Jackson says
ves, "but only at a substantial

e rirmarm e hirceocs " i
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Peter Wilson...

Continued frotn preceding page

nobody at Lloyd's would want,
Weavers is anything but puny and
doesn’'t have to take risks cast
aside by other underwriters. How-
ever, most brokers interviewed
here think of Peter Wilson first
and would just as soon give Weav-
ers first: crack at the underwriting.

The reason, they say, is that
Weavers will often take a "large
line" (a big percentage of a risk)
on a slip.

Mr. Wilson, for his own part,
rankles at the suggestion that
Weavers is a fringe market viewed
somewhat condescendingly by
people at Lloyd's. Weavers has
been operating as an underwriting
agency since January 1963, he
points out. "We have greater um-
brella (liability) capacity than all
the rest of the London markets

combined.”

rlit€rnational-1

With that statement he dispels
any notion that Weavers doesn't

deserve top ranking because of

its size.

Consider the kind of capacity
that Weavers can--and often does
-provide, says Mr. Wilson. Weav-
ers can participate on an umbrella
liability policy covering the first
$5 million of loss over a primary
policy to a whopping 80%, taking
$4 million of the risk, he said. In
addition, Weavers will typically
take a $7 million share in the
second layer of the umbrella with
limits of $20 million. And after
that, they can take an additional
percentage of the layers in excess
of $25 miillion, providing varying

capacity depending on bhe nisks.

Mr. Wilson won't reveal exactly
what capacity Weavers will pro-
vide on an ideal risk, creating the
impression that Weavers's partici-
pation is a matter for negotiation
between buyer and supplier and
tha,t higher capacity might be pro-
vided for a buyer willing to pay
the price. On a casualty risk, he
admits, Weavers can easily sub-
scribe over $12 miillion of a $30
million placement.

It also appears that Weavers's
real capacity is a moving target,
judging from the statement in the
1976 annual repoFt of London
United Investments Ltd. The
statement said the company in-
tended to keep increasing the
capital of Walbrook-its insur-
ance company-by amounts "nec-
essary to enable Walbrook to take
advan tage of further proEitable
underwriting opportunities as they
present themselves in the interna-
tional insurance market.”

Weavers and Wa1lbrook are see-

ing plenty of opportunities. Be-
tween late 1974 and now, Wea-
vers's business, like Wa1brook's,
leaped ahead. Weavers's total ac-
counted premium was up more
than 250% in 1977, Mr. Wilson
disclosed, mostly because of
growth in casualty underwriting.
The agency underwrote 3,600
casualty risks and 3,400 property
risks between November 1976 and
the same month in 1977, an indi-
cation of Weaver-s's importance. In
the casualty area, about 92 % of
Weavers's premium volume is
generated by U.S. risks; about
80 % of property business is U.S.

The number of risks Weavers
underwrote rose only about 10%
during 1977 over 1976, Mr. Wil-
son said. He doesn't look for the
increase in new risks taken to
exceed that amount this year.
There's even a good chance i,t'11
decline, brokers and underwriters
here told Business Insurance, at-
tributing the prospect of a dropoff

Ifyour business goes
abroad, Thelravelers

goes with youl!

Insurance in foreign countries can be a headache.

That's why you may need help from The Travelers. Because we have

an experienced international team with world-wide facilities

including a network of international associates and subsidiaries.

And we provide both employee benefits and casualty-property

insurance programs suited to local conditions.

Ask your Agent, Broker or Consultant to get the facts from The

Travelers International Department, One Tower Square, Hartford,
Connecticut 06115.

NETHERLANDS

GFfallce

Germany

THETRAVELERS

The Travelers Insurance Company and its affiliated subsidiaries,
One Tower Square, Hartford, Connecticut 06115

in new business flowing to London
to the recovery of the U.S. in-

Weavers's increasing importance
in underwriting U.S. commercial
risks over the last few years has
enabled London United Invest-
ments to pile up profits on the
operation. In the 1976 annual re-
port, the latest available from the
company, Weavers was reported

to have

shown "exceptional

growth,” with a 166% jump in
pre-tax profits in 1976 to the U.S.
equivalent of about $2.5 million
from about $940,000 the year be-
fore.

LUI chairman Sir George Bol-
ton characterized Weavers as "a
market leader in a technical and
and sophisticated area of insur-

ance.”

Weavers is one of the few or-
ganizations in this market willing
to consider writing liability insur-
ance for commercial enterprises
down in the working layer of
losses, with an attachment point
often as low as $250,000/$500,000
(bodily injury) $250,000
(property damage).

Most other underwriters here
want to write only excess cover-
age over the first $1 million-or,

more commonly, the first $5 mil-
lion-of loss.

and

Most policies underwritten by
Weavers, said Mr. Wilson, are ex-
cess of $1 million in loss, but he
talks in terms of "flexibility” on
this matter and says Weavers has
no minimum attachment point
established as a matter of policy.

Profile ...

Continued from preceding page
alleys known as Red Lion Court,
running off Fleet Street in the
heart of the well-known news-
paper publishing center of Lon-
don. "We like the low rents,"”
Mr. Wilson says of the location
away from the City and the in-
surance center.

By contrast, Peter Wilson's of-
fice in Lime Street only a few
steps away from the Room at
Lloyd's is milling with people all
the time. It is lined with chairs,
always occupied by a queue of
London brokers who usually look
as if they've been waiting a good
long time to see an underwriter.
Their eyelids droop and they
lounge in their chairs.

Four visits by Business Insur-
ance to the Lime Street under-
writing office of Weavers always
revealed the same scene: An end-
less stream of brokers hoping to
get the Weavers name on a slip.

Peter Wilson is, needless to say,
choosy about those he sees. He
might see as few as three brok-
ers in a day or as many as 10.
In the case of a day in which
he sees only a few brokers, each
one might require enough time
to discuss numerous risks he's
peddling. Other underwriters at
Weavers generally see 10 or more
brokers in a typical day.

Mr. Wilson handles jumbo
risks personally. His other under-
writers concentrate on smaller
commercial risks, also servicing
of the risks they underwrite.

Peter Wilson has been with
Weavers for the entire 15 years
it has been in business.

AnNnd who is Henry Weavers,
that his agency should be such
a formidable force here? For 15
years, he was Leslie Dew's dep-
uty in the non-marine depart-
ment of Merrett Dixey Syndicate
at Lloyd's.

-Susan A It

111 reelects Simpson

William C. Simpson has been
reelected chairman of the Insurance
Information Institute. Mr. Simpson

is executive vp of the Royal-

Globe Insurance Cos.



at your own risk.

Ifyou have exposures abroad and are
endorsing your U.S. domestic policies, you're
taking an unnecessary risk. Here's why.

Example: Assume a manufacturer
wanted to sell his product in Europe but
manufacture it inthe U.S.andplanned to en-
dorse the domestic product liability policy for
worldwide coverage. Should the product's
failure be the cause of a

lawsuit, the foreign coun-
try's non-admitted laws, .-

which may call for in-
surance,would be violated
and the company could be
in danger of losing an im-
portant market, the suit,
or both.

Example: Or assume
a U.S. manufacturer
wanted his domestic
general liability policy en-
dorsed worldwide. And
assume his salesman was
demonstrating the product
in a remote factory in the
Far East and inadvertently
injured an employee. Without having local
facilities, it would take several days before a
bond could be posted and the salesman be
permitted to leave.

Example: Or suppose a U.S. manufac-
turer was covered by the workmen's compen-

sation laws of his state and sent one of his able

executives to the Middle East.While there

a plant accident hospitalized the executive.
Who would he turn to for help who knew
the language, the doctors, or could provide
needed services immediately ?

Example: One last example. In South
America, a consumer brings a complaint
against a U.S. company which has its

domestic liability policy

endorsed. Obviously it
would take some time for

the insurer to locate

facilities, to investigate
the claim, obtain legal
counsel and protect the
insured. In the mean-

time, the consumer's at-

torney, noting the com-
pany was foreign and
could walk away from the
case, could obtain a court

order to impound the

company's merchandise
until the claim was settled.

You can avoid these
w hazards by doing what

90 of the top 100 U.S. companies
operating abroad do. Insure with AFIA.
AFIA has offices and claims facilities

in every part of the world because in
foreign insurance, there's more to pro-
tection than endorsing a U.S. domestic
policy.

COME TO AFIA.
THE WORLD'S INSURANCE COUNTRY.

AFIA

WORLDWIDE INSURANCE World Headquarters: 1700 Valley Road « Wayne, N.J. 07470
U R hmnth OffirAR- NAw York = C._hic.200 - C.|Aveland - Dallas - Hot,Rton = i ns Anne|lAR - MiArmi - RAN Frenrigrn = RANt,IA . Wneh n r
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Some different approaches to surplus lines.

But not captives

VWeavers underwrites

for affiliate, 7 others

LONDON-INn the casualty in-
surance area, H S Weavers
Agency underwrite for a group
of eight insurance companies, in-
cluding one-Walbrook Insur-
ance Co. Ltd.-that is wholly
owned by the same company that
owns the Weavers Agency.

Weavers's underwriting stamps,
and the portions of each risk sub-
scribed that are taken by each
of the companies represented,
look this way:

Casualty:
Walbrook Ins. Co. Ltd. 26.63%
"Winterthur" Swiss

Insurance Co. 10.79%

VU3 can make international group insurance
easier on your system.

International group insurance
needn't be tough to digest.
Prudential is helping its multi-
national clients cut through
the confusion that local laws,

customs and practices can create.-52 broker, consultant, or

\[fv{fa’fhgrPrudential Group Office

Maybe we can help you. too

And while we're at it, we may

even find ways to cut your costs

as well. To learn more about our
International Benefits Program,
just contact your Prudential
Group Insurance representative,

Home Office nearest you.

Prudential

Grouplnsurance

r'it€Pliational

El Paso Ins. Co. Ltd. 7.19%
Mutual Reins. Co. Ltd. 14.39%
Dart Insurance Co. Ltd. 7.19%
Bermuda Fire & Marine

Insurance Co. Ltd. 12.23%
Yasuda Fire & Marine

Ins. Co. (U.K.) Ltd. 7.19%
St. Katherine Insurance

Co. Ltd. 14.39%
Property
Walbrook Ins. Co. Ltd. 29.27%
"Winterthur" Swiss 9.34%
El Paso Ins. Co. Ltd. 7.78%
Bermuda Fire & Marine 13.23%
Dart Insurance Co. Ltd. 7.78%
Mutual Reins. Co. Ltd. 15.57%
St. Katherine Insurance

Co. Ltd. 17.03%

Peter S. Wilson, head of Weav-
ers Agency and a director of
its parent company, steadfastly
maintains that Weavers doesn't
represent any captive insurance
companies. But El Paso Insur-
ance, Mutual Reinsurance and
Dart Insurance were all formed
by parent corporations to specifi-
cally participate in the London
markets.

El Paso. Insurance Co. Ltd. is
owned by a British company that
is a subsidiary of U.S.-based EI
Paso Co., the holding company
for El Paso Natural Gas Co. It
was started Jan. 1, 1978.

Mutual Re is owned by Mu-
tual Insurance Co., the group
captive begun a number of years
ago by the American Newspaper
Publishers Assn. to insure the
risks of ANPA members. It's
been operating since mid-1973.

Dart Insurance Co. Ltd. was
started Jan. 1, 1977, by Los An-
geles-based Dart Industries.

St. Katherine Insurance Co.
Ltd. is owned by a number of
corporations, though a major
equity interest is held by J. H.
Minet & Co.

El Paso and Dart were formed
simply because their parent com-
panies wanted to invest in the
insurance business, said Mr.
Wilson. El Paso Insurance, as a
subsidiary of the holding compa-
ny: isn't related in any way to
El Paso Natural Gas Co.'s captive
insurer. Dart Industries also has
a captive.

Weavers Agency underwrites
the umbrella liability policies,
acting as lead insurer, for both
El Paso Co. and Dart Industries.

In 1976, H. S. Weavers had
agency commissions of approxi-
mately $3.1 million on premiums
originating overseas (outside the
U.K.). Though it's not known
what the agency fees are for each
insurer represented, Walbrook's
annual report for 1976 revealed
that it paid agency commissions
to Weavers of about $560,000
that year on written premiums
of about $9.5 miillion, a fee equal
to about 6 % of written premi-

_— —_—

Life insurers

cover 2 of 3

WASHINGTON-Two out of 3
Americans were insured in 1977
by legal reserve life insurance
companies in the U.S_, the Ameri-
can Council of Life Insurance re-
ports.

The average insured family
owned an estimated $37,900 of
protection, the Council said, up
$2,500 from a year earlier. m



ance in liabllity lines are "defi- business IS about 65% hability tionary increases in property val-

I 2 o b i n J a Ckso n - - = nitely being very competitive " and 35% property insurance Mr ues.

Pressed to give an example of Jackson isn't pleased with the in- Compounding property insur-

this competition, he cited the case tensifying competition in the prop- ance competition, which has been

Continued from page 15 than the 70% increase in capacity of a major reinsurer for aU S erty insurance business spurred by good profits, is the

premiums will level off some- for Merrett Dixey in 1977 Fortune 200 corporation writing ' "We believe property is made- need of every underwriter in the

what, since "l am getting to be- When he talks of lower stand- a large reinsurance hne of $5 quately rated right now," he con- U S and London for property

heve the product IS adequately ards, Mr Jackson doern't mean million The reinsurer came in tended "We have huge exposures business to keep property and
rated © lower rates Merrett Dixey, he with a premium quote "about 50% in the U&O (use and occupancy) hability portfohos balanced

Another encouraging develop- says, could have picked up a lot below mine and also quite a few and business Interruption areas, so Several London underwriters
ment for London insurers is that more business if it had merely percentage points below what sev- we are in a low profile position noted that a number of U S in-
underwriters "have got most lia- lowered 1ts "attachment point" for eral other reinsurers were quot- on this line " Merrett Dixey's surers are aggressively bidding for
bility contracts on a 12-month excess coverage ( the primary ing " The coverage was for gen- property insurance premium vol- property business, particularly
basis" now, a change from the limit over which Merrett Dixey eral hability including products, ume increased 37% last year, most Northbrook Insurance Co, a d'ivi-

old three-year policies, says Mr will write insurance) to $50,000 or with the exposures including both of which was generated by 1nfla- sion of Allstate Insurance Co
Jackson "This helps us to con- $100,000 per loss industrial and consumer products

sistently increase rates each year, The syndicate’'s normal attach-  The Fortune 200 company was itHilitiiiilliiliiiilinniiiiiiiiiiiii.

exposed to the need for higher "quite a few clients-banks, pro- of about $50 milhon

premiums and not get socked on fessional indemnity clients and a Mr Jackson thinks the river of

renewal with a huge increase only couple of treaty accounts" are new insurance business flowing to

at the end of three years able to get coverage that extends London for the last two years
He believes this annual rate ad- to a lower level will taper off in 1978. He's not I N S l ' RAN ‘ : E

lustment also helps the buyer to sure how much new business he'll

understand the underwriting proc- Another leading liability insur- write for Merrett Dixey this year,

ess and be more tolerant of regu- er here--H S Weavers Agency, but says only that "we are avail-

lar increases representing a group of insurance able to write new business, if we S P E C IAL I STS
"Nothing makes (an insured) companies-will write coverage think the rates are nght | suspect

company angrier than having its starting at $250,000/$500,000 or we'll write less new business this
insurance cost $100,000 one year $500,000/$1 million over a self- year than last,”

Buffer Layers

and go up to $1 million on re- insured retention or a primary On the other hand, increased

neyval <")f a r_nultlyear policy, he_ underlying policy Bl_.lt Merrett capa_CIty at _Lloyd s _and in Merrett Umbrella Liability

affirms "We just are not con- Dixey hkes only the higher attach- Dixey will help fill the demand

sistent in our pricing We under- ment point and doesn't like to for higher limits which risk man- H : HTH H

pnced too much for too long " write coverage over self-insur- agers haven't always been able to World Wlde OII DI’I”Ing & PrOdUCtlon
ance without an underlying pri- achieve Excess Employers L|ab|||ty_Mar|t|me

London markets-Lloyd's syn- mary policy, says Mr Jackson He C ial P rt
dicates and the stock companies shies away from picking up the "A lot of risk managers would ommercia roperty
operating here-have been on the losses over self-insurance for the like to have bought another $25 Political Risks

winning end of market turbulence same reason as Insurers-he wants million worth and broader cover-

in the U S Not only has Merrett a primary insurer to be in con- age, so that business will be corn- Excess of Sifs

Dixey Syndicate, for example, trol of claims and defense ing in,"” says Mr Jackson

reaped the benefit of higher rates The outlook for casualty insur- The underwriter has seen lia- THE WETZEL

adding piemium volume, but a lot ance underwriting from the buy- bility limits of $125 million put

of new business flowed to London er's standpoint is better than it's together in fecent weeks for cor- COMPANY INC

as insurels m the U S turned been in several years But under- porate buyers without much trou- ’ )
down risks writers such as Mr Jackson don't ble in the London markets "If THE COMMODORE

"In the last 12 months, 50 % of like the look of things to come. people can't get what they want,

our increased volume is due to Mr Jackson is convinced buyers it's probably because they and \ 111N S URANCE

new business instead -of i ate in- will soon see "soft spots” in the their brokers are holding out for

creases," Mr Jackson reported casualty markets as competition too-cheap prices,” he maintains I Ifl IV CO M PANY
-And we obviously could have returns to a line tight for several Of course, he adds, there are
written a hell of a lot more busi- years ~certain classes” of business that
ness if we'd been willing to low- | see softness m the facultative are always going to have prob-
er our standards Just a httle " (reinsurance) casualty markets len'ls getting the limits they want

He declined to say, however, right now, but not in the primary "Take drug manufacturers," he 2000 South Post Oak Road, Suite 2400
how much the syndicate's non- markets yet," said Mr Jackson, said "They can get $50 million to P O Box 66452, Houston, Texas 77006
marine volume rose last year, noting that two or three compa- $60 million, but not the $200 mil- 713/626-3240 Telex 76-2053
though it was "somewhat less nies writing facultative reinsur- lion they want And railroads can

Taking the Risk out of Business

get $40 million or $50 million over
a $5 mlion SIR (self-insured re-

Lloyd's underwriter . . g nemey sreeyne

Merrett Dixey's non-marine
Contlnued from page 15 dependent 1ndividualists, have
1976-as a director in charge of any pacesetters or policymakers,
non-marine (property and liabil- Robin Jackson is one And Peter =
ity) underwriting after being Wilson of H S Weavers (Under-
with a number of other firms writing Agencies) Ltd is another.
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in the insurance business, both Together, this duo seems to A 7 We Se” more than Insurance

in the U S and abroad He has have life or death power over h- A

a background in undei writing abihty insurance They decide - - - we deS|gn and construct

and administration with Union- what to write and what not to 1 .

america Insurance Co in London write, what rates to set and what a Complete risk management

and General Reinsurance in New limits to provide

York that gives him a broad- —Susan Alt / AN\ paCkage

based understanding of the in- 7/ - for your

surance marketplace and the 4

buyer's needs - MV SpeC'flC needS
The name Robin Jackson's

made for himself at Merrett

Dixey is evidence that he is no EARNING

lover of low profiles If he chooses -

to be straight forward and out- % |; %

spoken, then Merrett Dixey is TOOK# .\Jl O z TR?KISS’F(ER

probably the place to be The LOSS

syndicate is no stranger to pub- // F CONTROL

licity, having been the home for 6Y;BL/JSAKF|O

so long of Leslie R Dew, who
criticized and championed various
causes in these very pagegidn hjs
position as a senior 'Ff’IFCIaI of RIS\<
the syndicate and deputy chair- *ENTlFlCATlO
man of Lloyd's

Moreover, Merrett Dixey's of-

A phone call now will put one of our experienced risk

ficials have routinely visited the

U S in recent years, attending management people at your disposal for a complete
meetings such as the annual RIMS The people with analysis of your special requirements, to make your
fonference and becoming familiar know-who In protection budget as dollar-efficient as possible
aces
h t H
kets; nfeterap of hemtredsof in- OLUMBUS.OHIO
)
KIE-NTZ & Company
VWomen live |Ongel’ THE MeELROY-MINISTER COMPANY
) 141 Eost Town Streot SUITE 1801 250 EAST BROAD STREET

Wemen outlive men by an aver- COLUMBUS, OHIO 43215 614/224-3000

age of 78 years, the American 228-5565

Council of Life Insui ance reports
SEE OUR AD ON PAGE 3
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Companies who neglect their quality

systems are ripe for product liability

claims. Our Industrial Quality Rating sys-

tem will help you make more meaningful

decisions about your product liability in-

surance IQR is an intelligent, positive re-

sponse to this growing problem. Ask about

our industrial Quality Rating system and why
it s important to you.

Product Integrity Company

P O Box 255, Enfield, Connecticut 06082
Telephone (203) 745-5225

Measuring Quality and Product Integrity for the Nation's Industries

Findlay sees problems
-ith influx at Lloydfs

LONDON-LIloyd's of London
is benefiting from tight insurance
markets in the U.S. and higher
rates on casualty insurance.

The flow 'of, new business to
Lloyd's over the past two years
has been substantial. And higher
rates have rneant the prospect of
healthy profits.

All of which has served to en-
tice new investors to seek mem-
bership in Lloyd's; there are
waiting lists of names wanting
to join syndicates at the vener-
able institution.

It's even possible the long-
touted "capacity crunch" won't
take place in the world's insur-
ance industry, using the Lloyd's
growth as an indicator of the
amount of new money coming to

How to get the expertise

that oversees

risk programs overseas.

A&A's international professionals bring

multinational companies the expertise to back up a
complete range of worldwide services in five ways:
1. In each overseas office, nationals who are
completely familiar with the laws, customs and
changing conditions will oversee your programs.

2. A&A foreign executives are trained in U.S.
techniques and are versed in sophisticated marketing

and analytical planning.

3. A&A managers are on location and instantly
available in our coordinating offices to answer any
marketing questions or handle special client needs.
4. All A&A foreign managers are multilingual.
5. A&A international executives travel through-
out the world, exchanging market and government

policy information.
For the authoritative answer to all your

international insurance consulting needs, contact

your local A&A office or Information Services,

Alexander & Alexander Inc., 1211 Avenue of the

Americas, New York, New York 10036.

Alexander
8Nexander
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IAN FINDLAY: "1 can't help but
think that a lot of new pecple are
coming in-0 the insurance bJsiness
not fully realizing that tHs is a
very dizf cult business in *hich to
make mcney.-

the insurance field. Insurance,
once con=idered an unattractive
investment, is now viewed as a
lucrative proposition, desgite the
risk that if you're a member of
Lloyd's you could lose every-
thing.

lan Firdlay, the new chairman
of Lloyd:, is pleased about the
3,800 new "names" appreved for
membership in Lloyd's.

There are also plenty of new
syndiiates that have sta-ted at
Lloyd's effective Jan. 1, even in
some difficult lines of insurance.
Nineteen new syndicates were
formed tc write non-marine busi-
ness at lloyd's (property and li-
abilisy insurance). There are 10
new syndicates in marine insur-
ance ani five in aviation. Only

three neg syndicates were formed
in motor insurance.

Mr. Findlay sees some gotential
problem: with this influx of new
inves.ment in Lloyd's. He fears
that perhaps some pecple don't
have th€ir eyes wide open to the
chances of loss as well as the
prospects for gain.

"l car.2 help but think that a
lot of ne,v people are coming in-
to the .nsurance business not
fully recognizing that ttis is a
very difficult business in which
to make money," he said.

Eight )r 10 years ago in the
same kind of market cycle, the
Comm.tee of Lloyd's inervened
to restr.ct the number of new
nam Es flooding Lloyd's. The pos-
sibility that would need to be
done noi because too many peo-
ple are applying for Lloyd's
membership "has been d.scussed
recently. acknowledged Mr.
Findlay. "But the feeling is that
we wouldn't want to have to in-
tervene in this area"” to establish
any kind of rationing system for
new memberships in Lloyd's.

"The Committee's attitude is
that the best way to reguiate this
is through the underwriting
agents. since every new n line has
to find an agent and a syndicate
(to join) before being admitted to
Lloyd's,"” he explained. |

Insurance yearbook

Detai.s of more than 600 in-
surance companies throughout
the wor: d are given in the 1978
World Insurance Yearbook which
is published in London by the
Financial Times group. It gives
a five-year analysis of the lead-
ing companies' performances, to-
getter 9 ith material on corporate
structure, assets and manage-
ment, as well as inter-company
conneetiins and overseas subsid-
iaries. The book also rsts eco-
nomic, social and risks statistics
on 70 ccuntries.



[n 1906 Levi Strauss
almost lost his shirt

for our specialists-
on-the-spot,

the uncommon

is commonplace




It wasn't Mr. Strauss' fault. It was the San Andreas Fault,

splitting the earth's crust with an explosive roar that some
San Franciscans still remember. Levi Strauss learned the
hard way that a lifetime's work can be undone in a day by
any number of perils, not the least of which are natural
disasters.

That's why the world's largest apparel manufacturer
insists on timely and adequate insurance for its far-flung
facilities and operations. And that's why Levi Strauss and
its broker rely on Swett & Crawford Group to provide
major coverages. One important example is the all risk
difference in conditions (DIC) coverage for Levi's properties
in the U.S., Canada and Puerto Rico. It takes over where
ftre insurance leaves off. Covering Levi Strauss' buildings,
equipment and stock, stock in transit and business
interruption against such unforeseen perils as earthquake,
flood, water damage and theft.

With more than 50 years of experience, Swett &
Crawford Group is renowned for its ability to sell, service,
insure and reinsure large and unusual commercial risks-in
the ftelds of energy, transportation, construction and
manufacturing. Swett & Crawford Group: a unique
combination of capabilities and organizations working
together to serve the domestic and international insurance

and reinsurance fields.

O

Swett&Crawford Group
a subsidiary of The Continental Corporatioi
For more information about Swett & Crawford Group write our

President, Mr. W. F. W. Fellows, 4201 Wilshire Boulevard, Los Angeles,
California 90010.
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Once leading primary liability syndicate

Heath struggles to regain stability

LONDON Until two years ago,
C. E Heath & Co. (Underwrit-
ing) Ltd. was one of the major
forces in the Lloyd's liability

market.

But Heath found itself over-
extended, taking heavy losses and
forcing it to retreat from its once-
prominent position as a leader on
many of the biggest liability pro-
grams placed in London.

Heath is a very large Lloyd's
syndicate with about 800 names.
Like many U.S. insurers, C. E.
Heath got caught in the medical
malpractice squeeze, triggering fl-
nancial problems for the syndicate
and resulting in a major house-
cleaning, Beyond malpraetice,
Heath had continuing problems
overall with Jts professional in-
demnity business.

David J. Barham, managing
director and chief underwriter
for the Heath syndicate, said
Heath is far from being complete-
ly out of the entire casualty field
"You can't just drop a business
,that you've been in for nearly 60
years," he commented. But he did
say that Heath reduced its entire
causalty portfolio very substan-
tially.

This accounts for the difficulty
that now exists in finding an un-
derwriter at Lloyd's to write pri-
mary liability policies, since this
was the field Heath once dom-

inated.

He attributed Heath's problems
to "more types of casualty busi-
ness going wrong at one time
than we wanted to see. Our pre-
mium income was growing while
our capacity wasn't growing." At
the same time, losses were esca-
lating to the p6int where Heath
had to draw the line, so that it
would be able to meet its Lloyd's
audit with an adequate ratio of
capital to premiums.

"Medical malpractice was the
line that decided for us that
enough was enough,” he said
"We stopped writing all new U.S
niedical malpractice business.”
Back in 1974 and 1975, malprae
tice business represented several
million dollars a year in premiums
for Heath.

Now, "we're completely out of

the (malpractice) market," said

Mr. Barham. He didn't say

whether Heath would someday

get back into malpractice insur

ance as the business improves.
Heath has also pulled back on

The people with

know-who in

OMAHA

are
THE HARRY A. KOCH CO.
2121 South 44th Street

558-7000

SEE OUR AD ON PAGE 3

its other professional indemnity
underwriting, which represented
"a considerable percentage of our
overall casualty portfolio,” ac-
cording to Mr. Barham. "But re-
sults were deteriorating and eli-
ents were getting so worried about
their potential liabilities that they
kept asking for higher and higher
limits. We found our premium
volume increasing faster than we
felt comfortable with.”
Accountants indemnity was the
"particular bug-bear"” for Heath,
Mr. Barham said. This line ap-
peared to Heath to present the
biggest single pro.blem in the en-
tire liability field. In the 1975-76
housecleaning, Heath unloaded
"the majority"” of this business.
"We are still in it to a very,

f-Int€pi,ational-1

very small extent,” but only to
provide continuity on the runoff
business, he added.

Although Heath no longer takes
a lead position on general liabilRy
business, +we would consider
writing a conservative line, par-
ticipating in each risk individu-
ally" depending on the rates, said
Mr. Barham.

Heath actually had overwritten
its account, exceeding the premi-
um limits determined by the
amount of capital invested. Mr.
Barham said this violation of the

rules occurred on North Ameri-

can commercial liability business.

More than a year of conser-
vatism has put Heath back on
track. Mr. Barham says the syn-
dicate is "in sight of having the
account back in balance.”

In the process of retrenching,
Heath cut its liability premium
volume in half. "We are now
reaching the stage where we can
show our principals that we've
done a good enough job in re-
structuring our syndicate, that
we're once again a good syndi-
cate to join, and can justify our
present names continuing with
us," he argued.

Mr. Barham admits that it cost
the Heath investorsthe "names”
-a lot of money last year in
losses, but he wouldn't say how

much.

He also acknowledged that
Heath had made a practice of re-
insuring far too much of its ac-
count in order to enable the syn-
dicate to underwrite more pre-
mium volume. Though he wouldn't
say what percentage of its risks
Heath had been reinsuring out-
side Lloyd's, he said "it was prov-
ing to be an embarrassment.”

But, he added, Heath has
mended its ways.

Heath wants to remain active
in underwriting North American
casualty business and also wants
to retain its Lloyd's influence in
handling U.S. risks. But Mr. Bar-
ham is wary of certain kinds of
liability risks. The oil industry
scares him and "the big-name
companies scare us. As far as the
big names are concerned, the
deep pocket theory is at work."”

What risks look gcod? Certain-
ly the medium size .corporations
are "more attractive”™ now than

they've ever been, he observed. -

MEMO FROM
MARSH & McLENNAN

The squeeze
on the
insurance Mmarket

is already
too tight.

Let's not make it

even worse.

Today's insurance industry is
hard-pressed to keep pace with

growing demands in many in-
surance lines. Often it cannot.

The industry simply does not
have enough capital to insure
the myriad risks presented to it.

Needless to say, first preference
often goes to predictable risks
(e.g., fire, theft} and lowest prior-
ity to those classes of risks
whose premiums are least

calculable

But that is precisely the area
where the insurance buyer
needs most protection, those
hazards ofgreatest uncertainty.

Consider product liability
and directors' and officers’
liability.

These two categories of risk
dramatize the insurance

capacity shortage of traditional



By SUSAN ALT

LONDON-Not even the near-
ly $100 million lost on the twin
jet disaster at Tenerife during
1977 is buoying premium rates in
the hotly competitive aviation

hull and liability insurance mar-
kets.

Like the marine insurance field
worldwide, there are more avia-
tion underwriters with more cap-
ital than anyone needs. The un-
derwriters are furiously battling
for aviation insurance business,
forcing a continuation of what
some insurers call dangerously
low premium charges for huge
airplanes constituting enormous
individual risks.

Interviews with several leading
aviation underwriters here made
it clear that buyers won't have
any trouble throughout 1978 and

underwriting markets. In both
cases, because of the potential
for big claims and the unpre-
dictability of the frequency of

occurrence, underwriters have

been obliged to assign very high
rates for the coverage offered and
for the limits of liability they are

willing to accept.

Risk managens have found that
one answer to this problem can
be the adoption of self-insurance

The Problem:

P.miu Inoeasing
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plans. However, tax provisions

have generally prevented a com-

pany from taking a tax deduc-

tion for monies set aside to pay

for future losses-even though
premiums paid to insurance

companies to cover identical
losses are deductible.

To remedy this inequity, many
firms have gone a step further

and established insurance sub-

sidiaries or so-called "captive"

into 1979 finding all the aviation
coverage they need at competitive
prices, unless some disaster be-
falls the insurance or aviation
business.

London's aviation insurers have
watched hopefully for a signal
that ,they would be able to re-
verse two years of declining avi-
ation insurance rates, but so far
they haven't seen any turning
point. "Even Tenerife didn't do
it,” laments John M. T. Hewitt,
underwriter for the Ariel Syndi-
cate and un,til recently head of
the Lloyd's association of avia-

tion underwriters.

The year just ended was any-
thing but good from a loss stand-
point, underwriters agreed. "Our
gross underwriting for airlines
and aviation products account
will probably produce a loss" for

rint€Ernationall

1977 when the books are closed,
Mr. Hewitt added.

VWhat will happen if some
really large losses occur this year
or in 1979 is anybody's guess.

"The money just isn't there in
the form of premiums to cover
the losses" if they occur, Mr.
Hewitt contends. In that event,
"the market could shrink signifi-
cantly. This- is because many of
those | think of as 'non-profes-
sionals' are in the markets right

now," underwriting presumably
for cash flow because aviation
business has been profitable in
recent years.

Mr. Hewitt believes these rela-
tive newcomers to the aviation

insurance business would be quick
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Aviation rates lag and the underwriters worry

to pull out if xhey're hit with any
substantial losses.

John C. F. Peters, group avia-
tion manager and underwriter
for Phoenix Assurance Group's
aviation department here, sees the
same kind of competitive situa-
tion existing but isn't as con-
vinced as Mr. Hewitt that it will
continue and that competition
may intensify.

Even though the number of
annual jet losses ( about 20 per
year) did not change significantly
in 1977, the average loss is rising
along with the number of partial
losses, he pointed out. Moreover,
more widebodied jets were lost
last year.

Taken together, these factors
"had the effect of bringing about
some modest increase in premium
rates for hull and liability cover-

efficient worldwide reinsurance

markets for added protection for
the risks they choose to
underwrite.

= traditional underwriters now

have capital freed to cover more
risks for more companies. par-
ticularly the smaller companies

for whom captives are not a real-
istic solution.

The dilemma of
Revenue Ruling 77-316.

Now, however, the Internal
Revenue Service has ruled that
certain captive companies are,
by definition, not insurance
subsidiaries of the parent
company but, rather, merely re-
positories for self-insurance
funds, and should hereafter be
treated accordingly for tax

purposes.

This decision appears to
compound the inequitable
situation, i.e., the non-
deductibility of self-insurance
funding, that prevailed before
the advent of captives. As the
ruling stands, a captive may lose
the equitable treatment that
helps make itaviable risk man-
agement vehicle, thus forcing a
firm back into the already com-
pressed insurance market.

In other words, precisely when
the market needs expansion, it
may be squeezed even more. By
seeking to solve one problem, the
IRS may have unwittingly helped
to create a larger one.

We have no axe to grind.

Marsh & MelLennan works in

insurance companies which can

help to satisfy many diverse
needs:

« the insured company receives

coverages from the captive in-

surer that might otherwise be
unavailable.

« captive insurance companies

can gain direct access to the

arsh &
Mg[enna

the conventional insurance

market. We also organize and
manage captives. Our interest is
based solely on the principle that
has guided all our actions for
107 yeans: selecting the best risk
management altemativefrom
the widestpossible choice€for
the benefit ofourclients.

With this in mind, we view
Revenue Ruling 77-316 as a step

n

backward. The fact that the IRS

has authority to interpret
existing Federal law itself high-

lights the need for a legislative
refornn.

Beyond that, we have helped to
draft a bill which, potentially,
could allow the IRS to discharge
its responsibilities, without bias
to businesses whose risk man-
agement needs are better served
by their owning or operating a
captive insuren

Meanwhile, it is imperative for
the entire business community
to be made aware of the possible
consequences if this ruling
should prevail.

ffyou would like additional
information on this subject and

a copy of "our bill," write to Dept

500 B, Marsh & McLennan,

Incorporated 1221 Auenue Qfthe

Americas. New ¥bric N.Y. 10020.

Every client is assured Qfprofessional risk and

insurance management services in depth.
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age late last year and early in
1978.," he contended. In some
cases, these losses forced rates to
stabilize, while on other accounts
Mr., Peters said rates are up as
much as 20%.

But overall, the business "is
still very, very competitive,” he
admits.

He noted that the average hull
loss for an aircraft has risen to
about $8 million, based on 19 to-
tal losses for 1977 totaling $150
million ( hull values only).

This is up significantly from
1976 when the average loss was
about $5.5 million for a similar
number of aircraft lost, he said.

Contributing to the continuing
competition among aviation in-
surers for the big airlines' busi-
ness are the scrappy Continental
European markets and a number
of new syndicates at Lloyd's

which have recently started doing
business.

"There are a number of new
syndicates at Lloyd's starting in
1978 and an indication of a con-
siderable increase in capitalization
of the syndicates and companies
already in the business-a marked
increase in surplus,” acknowledged
Mr. Hewitt, noting that this may
pave the way for "much more
aviation insurance competition.”

He said five new syndicates at
Lloyd's in the aviation business
have started up in 1978, plus two
or three other established aviation
syndicates at Lloyd's "that have
doubled their capital in 1978"
with new names and bigger in-
vestments.

On the Continent, the Malla-
tiet Group based in Paris is shak-
ing things up by forcing aviation
rates to fall precipitously. Malla-
tiet is participating in worldwide
business by taking a portion of
U.S. trunk carrier risks and a
share of foreign airline risks.

Coupled with the competitive
U.S. aviation insurance market,
London/Lloyd's has one big head-
ache.

"On one major American trunk
airline that's just been renewed,
we retained part of their business,
but at rates about 10% lower than
we wanted to participate with,"”
cited Mr. Hewitt. This rate cutting
caused six major underwriters in
Lloyd's and the London markets
to "pull out entirely,"” saying they
would not meet the lower rates.
Still other underwriters partici-
pating on the account "reduced
their participation greatly,” ac-
cor(ling to Mr. Hewitt. On this

Continued on following page

The people with

know-who in

BUFFALO

are
LAVERACK & HAINES
238 Main Street
852-3065

SEE OUR AD ON PAGE 3
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Aviation rates...

Continued from preceding page
account, the European groups took
20% of the risk.

Last year was characterized by
John Peters of Phoenix Assurance
as "one of the worst years for
passenger losses that we've ever
had," with just over 1,000 people
killed in jets compared with 627
in 1976 and only 400 in 1975. The
previous worst period, he noted,
was 1974 when 1,229 were Killed
in jets ( 180 in a single crash and
337 in the Paris crash of a Turk-
ish Airlines DC 10),

Partial hull losses, while not as

New A&A office

Alexander & Alexander has
opened a new consultin,g actuarial
office in St. Louis. The orfice will
be headed by Peter A. Bleyler and

David Que Wells Jr.

gilit€rnationail

dramatic as crashes, present a
growing loss problem for insurers,
"IN the case of one or two air-
lines, these partial losses will use
up a whole year's premiums,”
said Mr. Peters, A typical partial
loss could result from engine dam-
age due to ingestion of birds.
Aviation product liability in-
surance rates haven't gone the way
of product liability rates for other
goods. "Rates and premiums have
kept pretty steady for some years
now," said Mr. Hewitt of Ariel,
"We expect that manufacturers of
aircraft and equipment will be
automatically named"” in legal ac-
tions arising out of jet crashes,

but losses haven't been that sub-

stamtial yet. m

Tenerife settlements surprising

The collision of two jumbo jets at Tenerife
last year produced between $62 million and
$63 mill_on in hull losses for Pan Am's and
KLM's insurers, but the disaster is also pro-
ducing some surprising settlements of liability

The final amount that will have to be paid
to settle all liability claims from the Tenerife
disaster in which 578 persons were Killed re-
mains "anybody's guess," says John M.T. Hewitt,
a leading Lloyd's aviation insurance underwriter
for the Ariel Syndicate. But both he and John
C.F. Peters, aviation underwriter for Phoenix
Assurance Group, think early estimates of $200
million in losses were too high.

What's surprising about the Tenerife case is
that nearly half of all the passenger liability
claims have already been settled, a record num-
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ber of settlements in such a short time. (The
crash occurred March 27, 1977).

"To settle that many claims in this period of
time is jolly good indeed,"” smiles Mr. Peters
hopefully.

The settled claims are about equally split
between KLM and Pan Am. London aviation
experts wouldn't reveal the aggregate amount
paid to date to settle these claims, or the
average amount paid per claim.

Somewhat worrisome, however, about the
Tenerife case is the 'handful of legal actions”
that Mr. Hewitt said have been filed against
Boeing, the manufacturer of both 7475 involved

OO

in the crash.

These suits focus on the crash worthiness of

the planes and their ability to protect pas-
sengers from being killed.

Liabilityarea
has turned,

says Nelson

LONDON-ONne person who
believes the turning point has al-
ready come for liability insur-
ance availability and price is Ted
E. Nelson, underwriter at Lloyd's
for K. F. Alder (Underwriting
Agency) Ltd., a syndicate known
for its participation in U.S. cas-
ualty insurance programs and
casualty reinsurance

Mr. Neljon stressed that this
view reflects his personal con-
victions and that he wasn't speak-
ing for the syndicate, But either
way, Mr. Nelson thinks the worst
is over. He noted that Lloyd's un-
derwriters are once again getting
into medical malpractice insur-
ance, a reversal of the tendency
over the last two years to shy
away from this line.

Mr. Nelson sees growing prob-
lems. however, in workers com-
pensation and auto insurance
where loss trends are unpredict-
able.

"We think the American (cas-
ualty) market is at a turning
point,” Mr. Nelson said, referring
to the business Lloyd's writes in
the U.S. either direct or by rein-
suring U.S. insurers. "The casual-
ty markets will soon become more
competitive. At the moment we
have more business than we can
write, but that position is going
to change.”

The commercial property busi-
ness is already substantially more
competitive than it was 12 months
ago, Mr. Nelson asserted. "The
catastrophe reinsurance business
is also substantially more com-
petitive because of the relative
absence of catastrophic losses in
the category over the last eight
years."

Wha'.'s worse, he added, is that
"competition is preventing us
from increasing the values of de-
duetibles as time goes by."

Liability rates, he said, "will
continue to rise, but not by the
amount they have been increas-
ing,”

Problems are sure to continue
in the auto insurance markets,
primarily for personal lines cov-
erage but also for commercial
auto insurance, said Mr. Nelson.

He characterized the product
liability insurance situation as a
crisis and said there is "a danger
that the insurance industry will
not be able to recover its losses”
in this line.

But, he said, "we predict that
legislation reducing manufactur-
ers' exposure to loss will gain
more support this year.” -
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agent/broker topics

Profit sharing study lifts insurers' fog

By BARBARA JEAN GRAY

MANHATTAN, Kan.-Two in-
surance agents here will soon be
going to press with the founth edi-
tion in less than a year of an un-
assuming 24-page book that is
rapidly rising on their colleagues’
best seller list.

Agents Charles Hostetler and
Dan Messelt spell out the basic
components of agency contingency
contracts with insurance compa-
Nnies and discuss what makes
some provisions more advantage-
ous for agents than others. Bu,t
what's really selling "Major Cri-
teria in Profit Sharing Agree-
ments” is a ranking of 57 insur-
ance company profit sharing con-
tracts according to the net under-
writing profit that would be re-
turned in a hypothetical situation.

Some companies-especially
highly ranked insurance compa-
nies and other agents-applaud
the agents for heightening aware-
Nness of individual contract dif-
ferences. But others-including
lower ranked insurers and other
agents-pooh-pooh the effort as
comparing apples to oranges, a
charge the agents dismiss.

Mr. Hostetler's fervor for the
proj ect is fueled by what he be-
lieves is "subterfuge" practiced by
insurance companies when ex-
plaining the contracts. He exhorts
agents to scrutinize not only the
contracts but all the statistical in-
formation 'that supports the calcu-

lations.

The agents solicited their peers
rather than the companies for the
contracts. They believe that step
was rewarded when,they found
insurance companies issuing more
than one agreement.

In their booklet, the Celina Mu-
tual Insurance Co. ranks first with
27 .3 % of net underwriting profit
returned to the agency. According
to the book's example, which as-
sumes a $23,000 underwriting
profit for three years, that figure
is $6,282.

The other top nine companies
are Maryland Casualty Insurance
Co. (American General), Cincin-
nati Insurance Co., Westchester
Fire and International Insurance

Cos. (Crum & Forster), Cimarron

Insurance Co., Hanover Insurance
Co., The Central Cos., ONA, Great
American Insurance Co. and Con-
linental Insurance Co. of New
York.

At the bottom end of the scale,
The Home Insurance Co. ranks
last with 7.2 % net underwriting
profit or $1,645.

Since the October publication,
the agents have also ranked the
Economy Fire & Casualty Co.

which now tops their list with

Hostetler's top 10 agreements

1. Economy Fire & Casualty Co.

2. The Celina Mutual Insurance Co.

3. Maryland Casualty Insurance Co.

(American General)

4. Cincinnati Insurance Co.

5. Westchester Insurance Co.

6. Cimarron Insurance Co.

7. Hanover Insurance Co.

8. The Central Cos.
9. CNA

10. Great American Insurance Co.

a 27.4% or $6,290 profit. Also to
be included in the next publica-
tion is Allstate Insurance Co.
(25.2% or $5,308) which the auth-
ors omitted in earlier editions be-
cause they felt Allstate's material-
ly lower commission rates made
comparisons inaccurate.

The average profits returned by
the 57 insurers is 14.4% or $3,318.
This is equal to an extra 3 % com-
mission. The median is 13 % or

$2,993.

The agents arrived at these fig-
ures by assuming that the agency
had $100,000 of earned premiums.
Subtracted were incurred losses of
40% or $40,000, commissions cf
17% or $17,000 and expenses of
20 % or $20,000. This $77,000 re-
suited in a net underwriting profit
of $23.000. The agents assumed
the same profitability for three
consecutive years plus an annual
growth of 11% in written pre-

miums.

Fifty-fifth rated- Hawkeye Se-
cur,ity Insurance Co. estimates it
would rank about average if other
aspects of its agreement, such as
its use of written premium rather
than earned premium and its ex-
clusion of claim expenses, were
taken into account. Fourth-rank-
ing Crum & Forster says it would
not rate as high if a new revision
in its contract were taken into ac-
count. Another highly ranked in-
surer contended it could reverse
the rankings by merely substitut-

ing another set of hypothetical
numbers.

The agents eagerly assert that
they will gladly correct any fae-
tual inaccuracies, if the companies
will just provide the correct in-
formation. Such a correction was
in fact the reason for the revision
of the first,issue of the booklet lagt
May. The Travelers objected that
the ranking of 45 companies (in
which they placed 41st) omitted
an important addendum to their
contract: The authors took note of
the change and a revised Travel-
ers contract as presented in the
June edition of the booklet mov-
ing The Travelers to 30th place.
The Travelers rank 40th in the
Ootober version.

Not all companies feel,the way
the Travelers did. The Home In-
surance Co., for example, claims
that the booklet's presentation of

Continued on page 30G

Good agreements count more than poor ones

CHICAGO-A poor profit sharing agreement is not enough reason
to cancel an agency contract, said the vast majority of agents in a
recent Business Insurance mail survey. But an attractive contin-
gency is appealing enough to make an agency contract desirable,

more than half the agents believe.

One respondent claimed that while a profit sharing agreement was
not important enough to cause his firm to drop an existing insurance
company contract or desire one of a different company, "it does
affect our thinking in the placement of large accounts.”

A regional mail survey of 34 agents and brokers with an average
gross revenue of $1,053,731 revealed an average contingency profit
of $52,054 or 4.9% of the agency's total income.

Nearly two-thirds of the respondents said that the amount of
profits their agencies earned in the recent year had changed, and
for 85% of them the change was upward.

Technical skills, national account experience

Key producers ride growing demand

CHICAGO-Account executives
with technical skills and exposure
to national accounts are at a pre-
mium, a survey of placement
counselorg across the country re-
veals.

And the most diligent shoppers
are the national "alphabet"” bro-
kerage houses.

Although brokers always need
pure salesmen, headhunters con-
cur, the employe now being sought
is more of an inside man and an
individual who can speak the lan-
guage of the Fortune 500 compa-
nies.

Overall brokerage growth, the
increasingly complex services bro-
kers are being requested to per-
form and the tight insurance mar-
kets which require more technical
expertise at the brokerage level
are behind the demand.

Harold Belson, president of Bel-
son Hemingway & Associates Inc.
here, estimates the demand is up
50% for this type of job candidate
compared to two years ago.

A rough composite of what a
major broker might term the most
eligible candidate would be an
individual between 28 and 35, who
is a college graduate with three-
and-a-half or four-and-a-half
years experience with a large in-
surance company and three or
four years with a brokerage firm,
Mr. Belson gauges.

'If there's any consensus at all,
it's that most account executives
in this area ask in the mid $205
and most employers will pay that
and more to get national accounts
people,"” he says.

Generally. the lareer the bro-

kerage house, the greater the
amount of time the new employe
will spend in-house. Mr. Belson
estimates that .the account execu-
tive most in demand now will
service existing accounts 50% of
the time on the new job, develop
new accounts on the road 25% of
the time and spend the remaining
time servicing those new accounts.
If placed at one of the large al-
phabet hcuses, the new employe
may spend as much as 70 % to
80 % of his time inside.

Though brokers usually prefer
candidates with other brokerage
experience, ""the large brokers
will look at a commercial under-
writer from an insurance compa-
ny," notes Frank Marsh, president
of the Frank Marsh Agency in
Southfield, Mich. "The larger the

agencv. the more technical back-

Three-fourths of the respondents said they had compared the
profit sharing agreements among different companies and 85% had
questioned companies about the contracts.

One Arizona agent wrote that he would prefer a commission

based on loss ratio to profit sharing. As an example, he suggested if
the loss ratio were under 50% and the commission were 20%, the
commission could be reduced as loss ratios worsen.

Comments volunteered by agents and brokers on the questionnaire
expressed general skepticism about the financial benefits of profit

sharing agreements in general.

One, in response to a question whether he had ever compared
profit sharing agreements from different companies, answered "I
tried but it is a Chinese puzzle. They make it damn near impossible

ground they want. The new peo-
ple will handle the Fords, the
GMs, the Chryslers. The brokers
want the people who can talk to

them.”

Echoes Insurance Recruiters Inc.
president Howard A. Hafner,
"There's a lot of activity now from
brokers and large agencies and
:he demand seems to be for peo-
ple with national accounts ex-
posure-anything in the Fortune
500 range or slightly smaller.”

Typical is a recent placement,
says the Dallas personnel execu-
tive. A man placed with a major
broker in Ohio "had 15 years ex-
perience with The Travelers but
had an extensive background with
national accounts. He was hired

to service an existing book of busi-
Continv.pd. An Nnn.np .MR

Continued on page 30H

-INnside:

Profits

Major commercial insurance
brokers plan to plow 1977's
bumper profits into expand-
ed services for clients, more
money for employes and ac-
quisitions for future growth.

Page 30D

Follow-up

What did the insurance buy-
er think of your producer on
his most recent call? There's
a firm that will help you
find out. Page 30 E.

Computers

More and nnore insurance
agencies can profit from com-
puter systems, explains a
Booz, Allen consultant.
Page 30F.
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How some account executives moved

Indicative of some of the hefty salary
increases brokers are willing to pay for ex-
perienced personnel are the following recent
placements cited by industry employment

counselors:

* A 33-year-old empIoKe with 11 years experience
first at a national stock insurance company, then
a local New Orleans company and a local New
Orleans commercial insurance agency generating
about $3.5 million in premiums and earning
$18,000 went to an alphabet house in New
Orleans for $24,000, a 33% salary increase.

» An employe with eight years experience at
an insurance company in the large accounts serv-
icing department earning $22,000 went to a
national brokerage firm in a different state for

CEBRK)

$26,000 an 18% salary increase.

» An employe with six years experience at an
insurance company in Chicago in the national
accounts servicing department earning $18,500
went to a brokerage firm in Chicago for $22,500,
a 22 % salary increase.

* An employe who had passed six actuarial
exams and had two-and-a-half years experience in
actuarial work at an insurance company in
Minnesota earning $15,600 ard desiring to move
to New York City for better career opportunities
went to a national brokerage firm in New York
City for $19,500, a 25% salary increase.

* An employe with 16 years experience, first as
an insurance company underwriter then as an
insurance company branch manager earning
$26,500 went to a national brokerage firm for
$30,000, a 13% salary incresse.

"Don't mind him, he'll be 'Mr. Personality' a

when his claim checks finally come throug

If slow claim service is responsible for
keeping your sunny side down, take heart.
y out there who really

does care about agents and their business. Po help

There 1s somebo
It's Bituminous. |
skilled professionals wi

| h a lot of field ex-
perience. And they provide service that's
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Job mobility...

Continued from preceding page
ness. Brokers are interested in
finding a strong technician as a
producer. They are j ust as short
in technicians as in producers."

Although most of the placement
executives interviewed say the
large national houses are most
aggressively shopping for person-
nel, at least one, Jeff Roberts of
the Dallas-based Insurance Man-
power International, theorizes that
this might be due to the fact that
the larger brokers are financially
better equipped to use a place-
ment service.

Apparently, even among those
who always have been able to pay
the fees (which can range be-
tween 15% and 25% of the first
year's gross salary of the success-
ful candidate), the hunt is inten-
sifying. Mr. Marsh notes that
three international brokers are

e

fast, fair and accurate. Before you let slow
claim service or other insurance-related

roblems _(tat you down, ﬁiV(f% Lljlsl_a Cha}”‘ﬁe
Ve ituminous, rhe full-line, full-
ur ad{usters are highly service, property/liability companies.

U Bituminous msurance

among his top 10 customers this
year. Last year, there were none
on his list since "insurance com-
panies will outstrip the brokers in
personnel requirements."

For some placement counselors,
they still do. Insurance Manpow-
er's Mr. Roberts labels insurance
company underwriters .o the
"bread and butter" of his firm'g
business, but bemoans their scar-
city. "We can't get enough people
with three to five years' experi-
ence in staff or line underwriting,"
he says. "We now have 10 com-
pany openings for every person
seeking a position."

The lure of the brokerage houses
over insurance companies is un-
derstandable, say the headhunters,
"A brokerage has a lot of advan-
tages over a company," enumer-
ates Mr. Roberts: "Pay, diversity
of job and immediate fringe ben-

In terms of dollars only, the
differences are obvious. "A person
can go from a company to a bro-
kerage firm and find a salary in-
crease between 30% and 50%,"
Mr. Roberts points out. "If an
individual with the same experi-
ence goes from an insurance com-
pany to another insurance compa-
ny, he may get a 15 % to 25 % in-
crease in salary."”

The importance of the Char-
tered Property and Casualty Un-
derwriters (OPCU) designation
on a job resume varies, according
to placement counselors. It enters
into the matchmaking process, be-
lieves Mr. Belson, "but it's nebu-
lous. An employer would rather
see someone with another year at
a brokerage than the CPCU desig-
nation.”

On-the-job experience is fore-
most, claims Richard Gay, presi-
dent of Atlanta-based Insurance
Personnel Resources. "Most na-
tional houses want eight to 10
years experience, either with a
direct writer or with another bro-
ker, and experience working with
major corporations. Experience is
most important, CPCU is a plus."

The strongest endorsement for
the educational designation came
from Mr. Marsh. "CPCU is very
much a factor, just as a college
education is a real factor," he says,
"We have companies who specify
CPCU designation for their candi-
dates and brokers feel somewhat
the game. It depends on the in-
dividual. If the person with the
opening has a CPCU, he will want
a candidate with one too. If he
doesn't have a CPCU, -he may not
want someone with that educa-
tion."

Although the number of job can-
didates throwing their hats into
the placement ring does not come
close to the number of brokers
hunting, ,there are always some.
But they aren't always motivated
solely by better pay.

The owner of Insurance Careers
Inc., Diane Bonanno in Ft. Lau-
derd:le, Fla., said she recently
placed an account executive at a
national broloerage firm with 13
years experience with a large local
broker in the same city. He re-
ceived the same salary plus the
opportunity to acquire an intenest
in the agency.

One changing factor in the re-
location agpect of placement is the
increasingly vocal opinions of
spouses, offers Mr. Marsh. Some
employers still don't realize the
importance of the spouse's opin-
ion on this, but that's changing.

Dave Paden at Jacobson Asso-
ciates in Chicago suggests that j ob
candidates today might even be
more hesitant to relocate because
of a spouse's job. "To give that
up, the candidate would have to
have another 15% to 20% in-
crease," he says. -bjg -



letters

Business Insurance welcomes
letters from its readers for
Agent/Broker Topics. Please keep
your comments as brief as pos-
siMe and we reserve the Tight to
edit or shorten Zetters for clarity
or space. Please send your com-
ments to Agent/Broker Topics,
Insurance

Business Magazine,

740 N. Rush St., Chicago, m.
60611.
Lloyd's ties

To the editor: Re: Nov. 14
issue article entitled "Goals Vary,
But Brokers Cement Lloyd's
Ties."”

Your article concerning the
relationship between U.S. and
London brokers downplayed
Reed Shaw Stenhouse's position
in the U.S. and London. We are
indeed unique among the na-
tional brokers in that there are
several ,London brokers which are
wholly owned members of the
Reed Shaw Osler group of com-
panies. These include Wright
Deen Co., Sir William Garthwaite
Ltd. and StenRe Ltd., each one
operating in different spheres
within the London market. In
addition, of course, the Stenhouse
part of the group operates
some 40 retail brokerage offices
throughout the U.K. and Ireland.

Furthermore, our growth in the
U.S. over the last two years cer-
tainly places us well within the
top 10 publicly held U.S. brokers
without regard to our non-U.S.
business. Don't you think the
time has come for you to recog-
nize Reed Shaw's presence in the
u.s.?

Peter S. Godfrey

Senior vp, Reed Shaw Sten-

house of Mass. Inc., Boston

Thank volt for adding StenRe
Ltd. to our story information,
which had only included the
other two firms. We hadn't pre-
viously known that Reed Shaw's
U.S. business alone would qualify
it for a place on our chart of the
biggest U.S.-based brokers.

.. .in the U.S.

To the editor: | have read
with considerable interest your
article entitled "Goals Vary, But
Brokers Cement Lloyd's Ties"
(Nov. 14). While it is both ab-
sorbing and enlightening, | feel

obliged to point out that you
seem to have overlooked one

Excess/surplus
broker listing

A special excess/surplus
lines broker directory is be-
ing planned for the Sept. 4
Agent/Broker section of Busi-
ness Insurance. We're inter-
ested in listing the names and
specialties of as many excess/
surplus lines brokers as we
can. The format will be sim-

ilar to that of our annual
Agent/Broker Profiles direc-
tory.

We already have the names
of many excess/surplus lines
brokers, but we want to make
sure we have as many as pos-
sible. Will you please send us
the names and addresses of
the excess/surplus lines bro-
kers you use so we can send
them a questionnaire? Mail
them to Barbara Jean Gray,
Business Insurance, 740 Rush
St., Chicago, Ill. 60611, or
phone 312-649-5274.

section of this topic, that being
the number of Lloyd's brokers
who have set up their own of-
fices in the United States, such as
ourselves.

With this, which must be re-
garded as the ultimate in "links
with London,” we specialize in
offering direct and rapid access
to the London markets, often even
surpassing the service of the do-
mestic excess line companies.

I am sure your own research
can give you many similar com-
panies and, while the larger
houses take care of their own
kind, we provide a life line for
the many smaller brokers who
still wish to place business in
London.

I"n R. Greenway

R. Greenway Inc., New York,
N.Y.

1101'all, 60111 mall
Comianles

Two Bryn Mawr Avenue, Bryn Mawr, Pa. 19010 - (215) 527-4400

414 Severn Bldg., 8600 laSalle Road, Baltimore, Md. 21204 - (301) 821-5900
900 Kings Highway North, Cherry Hill, N.J. 08034 « (609) 667-9600

105 Loudon Road, Concord, N.H. 03301 + (603) 224-4009

111 John Street, New York, N.Y. 10038+(2121 964-4500

Managing General
Agents

ENCeSS-SUrDIUS

Underwriters

INTEGRITY

STABILITY

RELIABILITY
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Birds of a

erent feather.

The wood duck, unique to a species in character and coloring...

The Crowther People, unique insurance specialists, creatively and effectively solving

excess and surplus lines problems.

In their respective environments, truly birds of a different feather.

Minneapolis
612/333-0361

Bismarck

701/223-1112

the
Crowther

People

Omaha

402/393-2040

Des Moines

515/243-1221

Boise

208/336-7131

Billings
406/248-7183
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Sioux Falls

605/336-0960

Madison

608/271-6500
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Acquisitions, expanded services also planned

put profits to payroll, dividends

Brokers

CHICAGO-Major commercial
insurance brokers plan to plow
1977's bumper profits into ex-
panded services for clients, more
money for their employes and ac-
quisitions for future growth.

More money for employes is
planned by Ter Bush & Powell

in Schenectady, N. Y., and Morse, &

Payson & Noyes in Maine. Ac-
quisitions are prime targets at
Stone & Michaud in New Hamp-
shire, Penn General and Ter Bush
& Powell. Higher dividends for

slookbalarsuere mentionest by pressive performanse with rev
b6 A& er Bush & Powel

prime beneficiary of a profitable

Corp. and Fred S. James.
"We would be very anxious to

o mansy jpio client services

amount of research and develop-

ment is required,"” said A&A
president John Bogardus, "or the

of the firm s ownership had been
contributed to the firm's employe

%te_nsion of those sceg\(,ices like stock ownerahip plan, bringing

exis for self-insurance.

Alexander & Alexander is also
hiring "outstanding professionals,"
Mr. Bogardus said. Richard M.
Page, former ,president of Emmet
Chandler Inc. in Los Angeles,
has just joined A&A as a vp. His
first assignment is reinsurance.

Alexander & Alexander in-
creased net income 59.9 % and
earnings per share 57.6%, an im-

1977. President Richard O'Rourke
noted that profits equalling 16%

total emplcye ownership to 66%
Of the firm's 187. employes, 160
participate in the ESOP or every-

one who has more than one year's
tenure with the firm.

but "difficult” in terms of mar-
keting, another broker added that
the tight market situation had

. worked to his firm's advantage.

David M. Stone, vp of Stone &
Michaud Inc. in Manchester, N.H.,
noted that his acquisition-minded
agency had noticed a definite in-

The Schenectady, N. Y., brok- cregase In the availability of agen-

erage firm is also riegotiating to
acquire three other brokers, Mr.
O'Rourke said.

intd its profit sharing plan which

cies for acquisition.

Not only has the number of
available agencies increased, Mr.
Stone said, but the type of seller

MO part of st years PIOMS wihen pepie g rrelites e

said.

covers 90% of its nearly 60 em- who don't1iave tha X0aTgBlit) Bt
mlrb\f,?&e?ccordlng to vp James J.

markets."

tone & Michaud acquired three

S
While Mr. Kilbride described firms in 1977 when profits were
1977 as "good" in terms of profits up 20% and will probably be in-

Flexibilit

And how Afco premium financing
adapts to your every need.

Sell all your insureds on using Afco. This lets
you offer an unusual flexibility in payment

plans. And makes accounts more

terested in three more in 1978, the
vp said.

Other acquisition-minded bro-
kers in 1978 include Penn General
Agencies which wi,ill be seeking to
make selective acquisitions for the
first time in three years, according
to treasurer Gerry Ginsberg. For
the nine months ended last Sep-
tember, the Pennsylvania Life
parent company reported a 30 %
increase in net,income. After hav-
ing suffered a loss in 1975, the
brokerage firm is now eyeing
expansion.

"Selective acquisitions" was al-
so the term used! by Fred S. James
Inc.'s senior vp of finance and ad-
ministration John C. Crane, to de-
scribe its 1978 acquisition philos-
ophy. James, which acquired four
brokers in 1977, scored a 50% in-
crease in net income for,the past
year and a 47% increase in earn-
ings per share. The publicly held
Chicago broker also increased its
dividend twice during the year.

E. H. Crump Cos. also paid a
10% higher dividend for 1977 and
to a 10% larger number of share-
holders than in the previous year,
reported financial vp James Pow-
er. "Had insurance operations
been on their own, we would have
had a 70 cents per share for the
year," he said.

The Memphig broker, however,
is still paying off debts incurred
in its real estate operations in 1975
and 1976.

Other dividend hikers include
R. B. Jones Corp. which increased
its dividend 67 % in 1977, the first
increase in more than two years.
Net income for the fiscal year end-
ing Oct. 31 was up 70% and earn-
ings per share 60 %.

"l think 1978 will be a more
moderate growth year, excluding
external growth, for reasons of
competitiveness, inflation and soft-
ening of the markets. | don't think
1978 will be as barn-burning as
the last two years," president
John Tucker said.

That sentiment was echoed by
other major brokers, although at

least one small brokerage 'E_redict- 1
ed the opposite. The™Chicago- ,
based O'Brien Insurance Agency ;
fggg;oeuers 1978 as their best of the 1

profitable for your agency.
Afco provides a wide

/30 choice of ready-made
premium financing plans.

Or we can tailor a

program to fit exact

requirements. Monthly

payment plans for
national accounts,

associations, franchise

,/ .2 accounts or group
business. Plans that

- tie in with an unusual

cash flow.

* So sell Afco's flexible financing
to aU your insureds. The more they
can afford to buy, the better your profits.

You're in the money with Afco.

—-*Ereb

NEW YORK: 108 John Street, New York, N.Y. 10038
Atlanta - Baltimore - Boston - Chicago - Columbus - Dallas
Hartford - Hempstead - Houston - Kansas City - Los Angeles

"Last year was a good year for
the large houses but not for the
smaller brokers," observed vp
Tom Walsh. "Tight .markets favor
the large brokers. They have the
ability to stick it to the insurance
companies.

"In bad times business gets
forced up the ladder. Nobody can

shop so the big houses don't lose '

accounts to one another. Large
brokers run counter to the cycle,"
he continued.

"When the market loosens up,
we (the smaller agents) are still
sharp shooting and keeping our
records, The big guys can't pos-
sibly keep all the business. The
easy-to-place stuff, we steal back.
Our fortunes tend to lag behind in-
surance companies six months to
one year."

New facilities made possible by
healthy profits of last year were
described by other brokers.

A new fourth office was set up
a few months ago by Palmer &
Cay Inc. of Savannah, Ga.

"We have hired two new men,
are looking for additional clerical
help, are increasing salaries and
have generally higher overhead.
And we still don't have a man for
our new Statesboro office so it
won't contribute to profits for four
years," added vp Dick Haycock.

A new excess/surplus lines op-
eration will be started up in Los

Miami - Pine Brook, N.J. - San Diego - San Francisco - Seattle

IN CANADA: _ f4UO>
Halifax - Montreal - Toronto - Edmonton - Vancouver

Angeles no later than July by Fin-i
met & Chandler of Los Angeles, ,

according to president Larry Law-

renee. Th& brokerage firm is also
considering opening up an Orange
County branch office. -bjg a
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Follow=up service can support your agent's calls

CHICAGO-What did the in-
surance buyer think of your pro-
ducer when he made his most re-
cent call?

If you'd really like to know,
there's a firm that'11 check it out
for you.

But not every company wants
candid feedback-either positive
or negative, observes Harold M.
Levie of the Client Follow-Up Co.

Some employers have dropped
his direct mail research service
simply because they didn't want to
hear any criticism, says Mr. Levie,
who considers criticism as the best
constructive feedback a firm can
hope to generate.

One realtor. for example, re-
cently phoned the company to say
she and her salespeople didn't
appreciate the contrary remarks
offered by some customers and
she was dropping the service. She
said if her salespeople continued
to hear negative comments, they
would all leave her cornpany
within a year.

What employers like these don't
realize, Mr. Levie points out, is
that the firm won't be around next
year to worry about employe mor-
ale if customers continue to be dis-
satisfied.

Client Follow-Up is a direct
mail research company conducting
client-designed research projects,
sales follow-up mail campaigns
and client feedback surveys for a
number of businesses, including
insurance agents and brokers.

Last summer, the company es-
tablished a division called Cus-
tomer Relations Systems Inc. to
conduct market research. Custom-
er Relations Systems will design
a research questionnaire on any
topic designated by a client, secure
a mailing list of potential or pres-
en,t customers, mail the surveys
and organize the responses.

The survey is sent out under the
name of the National Statistical
Research Co., a subsidiary of
Client Follow-Up, so the name of
the client company initia,ting the
survey is not known to the firms
being questioned.

A sample commercial insur-
ance survey mailed out recently
queried a cross-section of busi-
nesses on how often they eval-
uated their insurance programs,
which business insurance areas of
the firm needed improvement,
whether the firm used more than
one insurance agent, whether the
firm was satisfied with its insur-
ance supplier and whether the
supplier kept the firm abreast of
current insurance trends.

Businesses purchasing this direct
rnail research service so far have
included widely differing firms,
including one major commercial
insurance broker, James S. Kern-
per & Co. A spokesman there said
the service was too new to eval-

uate.

Costs for such a survey are $1
per name, based on a 2,000 name
mailing. Rates drop to 85 cents per
name for each name over 5,000.

"We can provide our client with
a means of following up on lead
possibilities with a sales letter of
their own. We can start putting
lead prospects into the hands of
our client in the first month. Then
the client will receive continued
survey feedback on a weekly
basis," says Mr. Levie.

He contrasts the low cost of his
follow up service with the $85 it
costs the average firm to send a
salesman out on a cold call.

Customer Relations Systems is
an outgrowth of the firm's orig-
inal direct mail program, the
Client Follow-Up program. The
Client Follow-Up program is a
four-part direct mail campaign
tailored to each of the industries

that use it. The program for in-
surance agents and brokers is a
one-year program and has been
used primarily by life agents.
"The follow-up program does
not apply as well to commercial
brokers as to life agencies because
the commercial broker wants to
be in contact once a month or
says Client Follow-Up's
national sales manager Gary M.
Kukla. Commercial insurance de-

more,

mands more servicing because of
the larger premiums ,involved and
the nature of the broker's servic-
ing on day-to-day developments
such as loss prevention.

The four mailings sent ou,t on
behalf of an insurance agent who
purchases the client Follow-Up
program include a thank-you card
within a month following the sale,
a fact-finding survey (not identi-
fied with the agency) one month

la,ter, a greeting four months later
and a greeting six months later.
The fact-finding survey queries
the customer about whether he's
satisfied with service he received
on the sale and the reasons for his
opinion. The questionnaire is
coded so that the customer re-
sponding isn',t able to identify the
survey with the agency doing the
research. But the agency receiving
the information can identify the
customer with the salesperson

who made the sale.

Overall, Mr. Levie estirnates
that the response to this kind of
survey is about 55%. Most respon-
dents eheck "poor" or "excellent"
when answering the question about
how the customer was treated.
The third choice-"good"-is rare-
ly checked.

Soliciting customer reac,tion and

digesting the material aimed a.
guiding company direction is
"something all businesses are sup-
posed to do on their own, but they
j ust don't."

Cost of the Client Follow-Up
program includes a $75 start-up
charge for the computer program-
ming and a $3.40 cost per cus-
tomer name submitted per year.

For an insurance agency te get
the full value of the service, the
salespeople rnust be sure to sub-
mit the names of all new custom-

Client Follow-Up was founded
10 years ago by Mr. Levie's
brother, Sherman, who is now
chairman of the board. It began
by offering the Clien,t Follow-Up
service to real estate companies
which still constitute the bulk
(80%) of the firm's $1 million-

plus sales, -big
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HAROLD LEVIE: Soliciting reaction
is "something all businesses are
supposed to do on their own, but
they lust don't.-
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How your agency can benefit from computers

This is the first of a series of contributed articles that
will appear in Agent/Broker Topics on issues affecting

commercial agents and brokers.

By Robert G. Spengler

Booz, Allen & Hamilton Inc.
New York

O PPORTUNITIES TO SUPPORT independent
agency operations with cost-effective automated
systems are increasing rapidly.

Brokerage firms are expanding at a significant pace
through internal growth, mergers and consolidations.
Mergers have introduced different or unique process-
ing requirements such as account current or item
payable, premium finance and credit card operations.

As agencies become larger and more dispersed, they
can better afford the improved systems that are
essential to meeting increasingly complex financial and
management reporting requirements. In all probability,

RAILROAD
PROTECTIVE
LIABILITY !

Robert G. Spengler is Managing
Associate with the international
management consulting firm,
Booz, Allen & Hamilton Inc.
Based in New York, Mr. Spengler
specializes in the development of
business and data processing
strategies for clients in the in-
surance industry.

the costs of these systems will continue to decline as
technolosy produces cneaper and more flexible com-
puter hardware.

Yet growth in the number of independent agencies
with integrated automated systems has been slow.
Furthermore, taL€s of false starts, huge cost overruns
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and unrealized objectives are quite common.

According to current estimates, however, over 60%
of all independent agencies (approximately 50,000)
make some use of a computer system.

Typically, agencies use the batch method of process-
ing provided by a local or national service bureau.
Under this mode of operation, the agency periodically
sends invoice, receivable and payment data to the
service bureau, where accounting and sales files are
updated and reports are generated at month's end. This
method has met the demand for control, accuracy and
reliability of the accounting function. In most cases,
the service bureau approach has also been cost effective
since processing charges are usually related directly
to transaction volumes-you pay only for the portion
of the systern you use.

Batch processing has two major drawbacks-untime-
liness and inflexibility. Timeliness is impeded by the
monthly processing cycle, as well as by the necessity of
physically transporting documents to a remote process-
ing site and then waiting( to receive your reports back.

Flexibility in meeting unique
agency requirements is usually
lacking because a service bureau
supporting a number of agencies
must use a single, generalized
system to minimize costs and
operating complexities.

The answer for nnany larger
agencies in their quest for better,
more integrated systems would
appear to be an on-line approach
met by either an in-house or
time-sharing installation. Recent
surveys indicate that independent
agencies with premium volume
between $750,000 and $1 million
can justify such an installation.
This cut-off point includes over
10%, or roughly 5,500 of all in-
dependent agencies.

A number of vendors current-
ly are marketing on-line agency
systems in three forms: in-house
minicomputers, time-sharing on
a central minicomputer and
time-sharing on a large, central
computer.

A major advantage of the in-
house minicomputer approach
over the time-sharing approach
is greater local control. In addi-
tion, with a minicomputer, an
independent agency will not
need communications lines and
will therefore avoid exposure to
down-time through communica-
tions lines outages. In a multi-
agency operation, though, com-
munications lines would be re-
quired to transmit accounting

and production data to a central
site for consolidation.

Typically, on-line systems have
at least the following capabilities:
expiration processing, invoicing,
accounts receivable, accounts
payable, commission priocessing,
general accounting and report-
ing and management and pro-
duction reporting.

Other capabilities which could
be added quite easily by either
the vendor or the agency include:
cash management, claims pro-
cessing, direct bill monitoring,
direct mail marketing, forecast-
ing and modeling, letter writing
and rating underwriting.

These on-line systems operate
with video display (CRT) term-
inals as data entry devices, disk
storage units to house data files
and printers to produce hard
copy output. The input operator
is "prompted" through each in-
put by control programs and in-
put data is edited and validated
immediately. As a result, mini-
mal operator training is required
and input errors, a common pro-
blem in batch processing, are



almost non-existent.

Because data files are updated
immediately, current data is al-
ways available through video
screen displays and/ or hardcopy
output. No longer do you have
to wait until month-end process-
ing is completed.

As an added advantage, most
packaged agency systems include
a "report generator" program
which allows users to design
and produce customized reports
without a computer progrann-
ming background.

Among the substantial benefits
to be gained from adopting an
on-line approach to agency sys-
tenns are:

- Lower costs-The cost of a
complete minicomputar system
(hardware and software) now
starts in the $30,000 to $50,000
range. An agency with $1 million
in premium volume should be
able to acquire a complete sys-
tem for $50,000 or less. After
investment tax credit, the agen-
cy's average EDP costs would be
slightly more than $530 per
nnonth based on a seven-year
amortization period. In most
cases, potential personnel re-
ductions will more than offset
the EDP cost.

* Improved personnel produc-
tivity-Elimination of current

manual immediate

processes,

availability of current and his-
torical customer information and
"prompted" input operator pro-
cedures will improve produc-
tivity.

* Improved service levels-Im-
mediate access to accurate cus-
tomer records should enhance
responsiveness.

* Improved management control
-Daily processing and on-line
access to key financial and pro-
duction data will provide man-
agement with timely control
tools.

= Improved cash flow-Daily,
on-line operations can trigger
collection procedures as soon as
an account is past due.

- Expanded capacity-Most a-
vailable systems are modudar
and increments of additional ca-
pacity (terminals and storage
units) can be added at relatively
low cost.

The guidelines for your imple-
mentation of the on-line ap-
proach are:

- Form an in-house steering
committee which consists of all
major user representatives.

- Identify processing require-
ments by function, timing and
location.

- Prepare a request for proposal
(RFP) for no more than three
to five bidders.

- Evaluate proposals on the basis
of the vendors' ability to meet
functional specifications, demon-
stration of significant industry
experience, depth of response to
all sections of the RFP and pro-
posed costs.

- Develop a practical imple-
mentation plan which involves
users each step of the way.

= Identify all requirements
which require modifications of
the vendor's package system be-
fore you start installation. This
is particularly important for
multiple office operations. Even
though you have different pro-
cessing requirements among
your offices, the differences
should be built into a single
system; otherwise, maintenance
of several unique systems will
get out of hand.

Profit sharing...

Continued from page 30A

its contract is in error but doesn't
"see any point” in supplying addi-
tional information to correct it,
according to senior vp Robert B.
Clune.

Not too surprisingly, several of
the high-rankers were thrilled
with ,the effort. Hanover Insur-
ance Co.'s Kansas City branch of-
fice bought 200 copies of the June
version (,in which they ranked
fourth, dropping to sixth in the
October version) and sent 150 of
them to their home office for na-
tional distribution. ONA bought
50 copies of the June version (in
which it ranked fifth, although it
dropped to eighth dn (the October
edition) for diStribution to its
branch and production managers
in the Midwegt and its regional
Pacer panel members.

Celina went one step farther

and gave the authors credit for
being instrumental in improving
their already top-ranked contract.

The Hartford doesn't quarrel
with its 16th place ranking but
claims i.t's only accurate assuming
the agent has had three consecu-
tive good years. Using a good
year/bad year/good year experi-
ence, the Hartford calculates it
would rank first.

Although the booklet is co-
authored by the Charlson-Wilson
Agency vp Charles Hostetler and
agency par.tner Dan Messelt, it's
Mr. Hostetler who's been the more
visible of the two. Mr. Hostetler's
been addressing agents' groups in
the last year and telling them he
thinks he can help them make
$1,000 more in contingency com-
missions wth a few hours of ana-
lytical work.

He speaks from experience.

The lawyer, insurance professor
and insurance agent in this town
of 32,000 became interested in the
subjeot ,three years ago, he says,
when he noted discrepancies
among some of his companies’
profit sharing agreements.

Aetna Life & Casualty, for ex-
ample, that year bracketed its per-
centage payout, Mr. Hostetler
noted. If an agency qualified for
a net underwriting profit between
15% and 17.4%, dt received a
15% profit. The Charlson-Wilson
Agency's Aetna business in 1975
earned a 17.2 % profit and felt it
should receive at least a 17% net
underwriting profit. Mr. Hostetler
put the question to the Aetna and
won a rounding off to the nearest
percent, a victory that meant
thousands of dollars.

Agent Hostetler approached
Aetna in April 1975, he recalls,
and by October the company had
changed its agreements nationally.

Aetna however denies that Mr.

Hostetler was responsible for the
changes. "Our changes were done
prior to Charlie'g pamphlet,” says
agency development director Bill
Steeves.

Aetna ranks 32nd in the most
recent booklet.

That year, fiscal 1975, -the agent
was able to collect $2,500 to $3,-
000 more than if he hadn't spoken

cause of more bartering, Mr. Hos-
tetler's acumen meant an addi-
tional $8,500 to $9,000 in income.

Totally, the agency generates
$320,000 in gross revenues, 65%
in commercial lines.

The foreronner of "Major Cri-
teria in Profit Sharing Agree-
ments"” was a- typewritten rank-
ing of 18 insurance companies’
agreements handed out to the In-
dependent Insurance Agents of
Texas one year ago.

Then Mr. Hostetler spoke on
profit sharing at a series of the
Independent Insurance Agents of

Continued on following page

The ARCom in.house systems
do much more than keep your books.

True, the ARCom series of
minicomputers offer the most advanced
accounting package available. But
agency accounting is only part of the
story of the in-house systems that have
rapidly moved to the forefront in the
insurance industry.

Other ARCom services include

The computer-printed
letter is a key feature
of the ARCom Systems.

Agency Records Control, Inc.
RO. Box 1009, Bryan, Texas 77801

computer-printed /etters and optional systems such as

premium finance, claims control and property

management.

LETTER WR/T/NG - The selective retrieval/ letter

writing program enables the agent to print both

informative and promotional letters. For example, he

could advise his workmen's compensation

policyholders of an impending rate change, and he

can also develop specialized marketing campaigns -

built around a computer-generated letter.
PREMIUM FINANCE - A comprehensive system
designed to provide daily control between agency and

premium finance activity.

CLA/MS CONTROL - The claims control program
allows daily inquiry on all outstanding claims.

Complete loss control and
provided.

statistical reports are

PROPERTY MANAGEMENT - This system gives
the professional property manager the necessary

information to maintain control over unit, project and

landlord rental activity.

alE Agency Regords

Control, Inc.

aneb company

svsrflm SYSJTAMS Corp.

To: Marketing Dept. - Forward information on your in-house systems.

Nam.

Agency

Arlrir-99

City/State/Zip
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Green ...

Continued from preceding page

Janson Green's non-marine

casualty business is actually
"quite small” in relation to the
syndicate's total business, gener-
ating possibly 3 % to 4 % of total
premiums, said Mr. Green. The
number of risks for which he
underwrites non-marine casualty
insurance hasn't changed much
in recent years "although the
premiums have grown," he ac-
knowledged.

He doesn't look for his non-
marine business to mushroom
this year, either. "Because of in-
creased U.S. competition, we'll
probably not get more of this
business," he said.

The bickering over who should
write what business may be mit-
igated by a new competitive en-
vironment surfacing right now.

"We are losing (casualty) busi-
ness right now to some large U.S.
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REGIONAL OFFICES

Eastern Region
85 Woodland Street, Hartford, Cr. 06102
C.C. George, Manager (203) 525-2601

Western Region

175 W. Jackson Blvd., Chicago, lllinois 60604
H.S. Robinson, Manager 1312) 663-4050

Pacific Region

One Embarcadero Ctr., San Fran., CA. 94111
A.l. Wen, Manager 1415) 434-3356

FIELD OFFICES

Atlanta, Georgia 30341

3300 Northeast Expressway 404) 451-8446
Baltimore, Maryland 21204

305 W. Chesapeake Avenue (301) 825-6676
Boston (Wellesley), Massachusetts 02181

20 William Street (617) 237-4506
Buffalo (Williamsville), New York 14221

5820 Main Street 1716) 634-5900
Charlotte, North Carolina 28202

200 South College Street (7041333-1108
Chicago, lllinois 60604

175 West Jackson Boulevard (312) 663-4050
Cincinnati, Ohio 45202

309 Vine Street
Cleveland, Ohio 44113

614 Superior Avenue, West
Columbus, Ohio 43215

394 Oak Street
Dallas, Texas 75206

8350 N. Central Expressway 214) 692-7631
Detroit (Southfield), Michigan 48075

16900 West Eight Mile Road (313) 275-5296
Grand Rapids, Michigan 49506

1331 Lake Drive, South East (616) 459-0277
Hartford, Connecticut 06102

85 Woodland Street
Houston, Texas 77024

974 Campbell Road
Indianapolis, Indiana 46204

320 North Meridian Street
Kansas City, Missouri 64111

406 West 34th Street (816) 931-5995
Los Angeles (Anaheim), California 92805

300 South Harbor Blvd. (714) 778-4580

1513) 241-8040
(2161621-9088

(614) 224-4278

1203) 525-2601
(7131461-1363

1317) 634-2583

Milwaukee, Wisconsin 53226
2401 North Mayfair Road
Minneapohs, Minnesota 55402

12 South Sixth Street
Nashville, Tennessee 37204
2934 Sidco Drive
Newark, New Jersey 07012
Gateway 1
New York, New York 10038
85 John Street 212) 233-2495
Philadelphia, Pennsylvania 19106
Fifth and Market Streets (215) 925-5050
Pittsburgh, Pennsylvania 15220
875 Greentree Road
Richmond, Virginia 23230
4906 Fitzhugh Avenue
St. Louis, Missouri63137
9021 Riverview Drive
San Francisco, California 94111
One Embarcadero Center
Seattle, Washington 98119
200 First Avenue, West
Syracuse, New York 13202
677 South Salina Street

(414} 475-1775
1612) 339-0474
1615) 254-1658

{201) 643-1005

4121922-6440
{8041353-8958
1314) 869-7800
1415) 434-3356
1206)282-4141

(315) 472-7511
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insurance companies. We are be-
ing underquoted by as much as
10 percentage points or so,"” Mr.
Green admitted, mentioning All-
state’'s Northbrook Insurance Co.
as one of the bidders for commer-
cial casualty business. "We can
no longer quote any price we like,
because competition is that much

greater.”

There are probably about eight
or 10 marine syndicates now writ-
ing significant books of non-ma-
rine casualty business. The Jan-
son Green and Cameron Webb
Syndicates are thought to be the
largest.

Peter Green's response to at-
tacks by non-marine people
who'd like him out of the way is
direct: "We have in the last two
years picked up quite a bit of
new non-marine business, be-
cause the stuff was just going
begging. And if we see business
at the right price going begging,
e~ "1 1 t=ab<ess Tt

I

Fierce to suicidal' competition
for oil business alarms Green

LONDON-Competition for oil
drilling and oil rig insurance
business "ranges from fierce to
suicidal," says Peter J. F. Green
of the Janson Green Syndicate at
Lloyd's.

His characterization of the un-
derwriting environment in petro-
leum-related insurance markets is
also indicative of competi.ion in
the entire marine insurance field.

But a discussion of the oil drill-
ing business causes a deep furrow
to cross the brow of the method-
ical and seemingly unflappable
Mr. Green. He worries that his
syndicate has recently lost several
major accounts and is getting only
reduced orders on other accounts
because of heavy competition from
U.S. companies and pools on this

marine insurance business.

He also worries about the impli-
cation of this competition while
the risks, already huge, are still
growing. What happens, he asks,
when the capacity is needed to
cover a $1 billion drilling plat-
form in the North Atlantic off the
U.S. East Coast? Will under-
writers be able, and willing, to
meet the demand for insurance
then?

His example isn't farfetched.
There's a rig to be completed next
summer, Mr. Green points out,
that is worth almost $1 billion and
is due to drill off the East Coast.

Marine shipping losses in the
first nine months of 1977 looked
hopeful, as the figures on total
losses-both number of vessels

lost and tonnage-ran low, he
said. But in the last three months
of the year, losses were "running
true to form.” Mr. Green believes
marine losses for the full year
"won't prove. too different from
the previous two years when loss-
es were very high.”

One loss that didn't help was
the collision in a South African
harbor of two Bethlehem Steel
tankers topping off the year with
a whopping estimated loss of about
$28 million.

Despite the competition in the
oil rig insurance field, premiums
are probably still rising because
of the increasing values of the
rigs, particularly the inflationary
costs in value of the fixed plat-
forms, says Mr. Green. -

Your Eyes

Industrial Risk Insurers helps update and maintain your

uptime. That's why IRI loss prevention personnel frequent your
plants, taking a fresh look at your facilities, hearing about
planned changes, recommending improved fire safety and

\ |OSS pE?LYIQngtJI%nremc%% uIrg—srﬁonth period, our loss prevention staff
1, delivered more than 1,000,000 hours of such loss prevention

04 service il of whichgansumesthe gsatesarionofdhe R!

sincere effort that helps keep your facilities operating
and your plants producing. IRI's commitment to a
11 million and one details - all the way from checking
sprinkler heads to complete loss prevention

4 Programs - heéps Brevent loss. _ _
ince 1890 our loss prevention service
has been painstakingly thorough in
*-inspecting and qualifying a company for
preferentialinsurance consideration.
Our staff, working through agents and
brokers, has encouraged our insureds to follow good
fire prevention and loss control practices that thereby
qualify them for attractive insuring conditions and
premium consideration through reduced loss potential.
An Association of 45 leading insurance companies,
Industrial Risk Insurers - with domestic and foreign
coverage in excess of $375,000,000,000 - offers
proven stability, enlarged capacity, broad property
coverage and prompt indemnification. For more
information, contact your agent or broker or one of

% .D: our offices listed adjacent to this message.

.
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319
Few industries have had agreater impacton the world business become indispensable businesstools, and rail/truck transport
community than transportation. have made the land bridge concept a reality.

Within the last decade, every mode of transport has initiated As a resultof these and otheradvances, transportation today
dramatic changes which have collectively revolutionized is as much ascienceas aservice-one in which Corroon & Black
transportation/distribution patterns and the movement of people is totally involved.
and products. In addition to arranging coverages forone of the nation's

Forexample: today'ssupertankers-someoveraquarter largest commercial airlinesand corporate fleets, we are actively
mile long-carry over 400,000 tonsof crude oil, on-and-off-load engaged in all forms of marine insurancaand offer a full range of
atdeep water ports and remain atsea foralmost ayear. services for clients who own or utilize all public or private

On equally impressivescales, containerization hastriggered transport facilities.

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

Corroon & Black

Head Office: 150 William Street, New York, N. Y. 10038 Tel: 212-732-4900
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The improved economic situation has been the main boost to bank bond
inderwriters, says John W. Twitchett, ole of the most influential under-
writers of blanket bonds at Lloyds. THe director of Merrett Underwriting
Management Ltd. is posed on the gcllery at -he famous underwriting
room at Lloyd's.

Blanket bond restrictions lower
* claims, but rates remain firm

LONDON - Restrictions- or
clarifications as Lloyd's under-
writers prefer to call them-in
bankers blanket bond coverage
during 1976 apparently have low-
ered the incidence for losses for
bond insurers.

Losses under blanket bonds are
"encouraging," said John WV.
Twitchett, a director of Merrett
Underwriting Management Ltd.
and a key bond underwriter at
Lloyd's. The number of losses re-
ported for 1977 was lower than
in previous years.

"There are not as many claims
being reported over the last two
years as there were three years
ago," he told Business Insurance
during an interview at Lloyd's.

He attributes this to economic

24.

improvement and the policy
changes. "But the improved eco-
nomic environment is helping us
the most,” he maintained.

The number of claims being re-
ported under bank bonds started
leveling off at the end of 1976,
while the claims "actually went
down somewhat" during 1977, he
explained.

Bond premium rates "certainly
won't go down" with this im-
proved experience, but they might
stop rising as fast as they have
been over recent years, he added.

When asked whether there
would be any further restrictions
or "clarifications" added to bank
bond forms, Mr. Twitchett said he
"wouldn't like to say.” But in the

same breath he expressed concern

INn self insurance,

the game-gees to those
who serve.

LiLE

All of a sudden, everyone's getting into the self
insurance game.

They've just discovered what we've known for
over 30 years: clients want profitable, efficiently
managed self insurance programs.

You can't be a Johnny-come-lately in this busi-
ness. It takes experience to be able to self insure
million-dollar clients in billion-dollar industries.

And we have it. Unlike commercial carriers, Ebasco
Risk Management Consultants does not sell insur-
ance. We design programs for and manage domestic
and overseas captive and industrial mutual insur-
ance companies. And it is because we don't sell
insurance that we can approach a client's needs
from an unbiased and ibjective viewpoint.

Our services cover the total range of prerequi-

sites for gcod self insurance programs, including
claims administration, loss control for safety and
fire protection, and program administration.

If you've been thinking about converting to self
insurance or would like to have a professional's
appraisal c,f your present self insurance program,

contact ERMCI.

We'll show you how to improve your game.

ERMCI

EBASCO RISK MANAGEMENT CONSULTANTS. 1NC.
A Subsidiary of Ebasco Services Incorporated
NewYork: 100 Church Street New York N.Y 10007. Tel: (212) 785-8712
Chicago: 100 South Whcker Drive, Chicago. lll, 60606. lei: (312) 346-3438
l‘;lgawg?rt Gate-A,ay Plaza. 130 Newport Center Drive. Newport Beach. CA 92660.

Tel: (114) 759-7100

Bermue€la: Airlie House, P.O. Box 1617. Hamilton 5-24. Bermuda: (8091 292-0124
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over increased opportunities for
fraud and theft, particularly in
relation to computer operations.

Merrett has succeeded in chang-
ing most of its smaller U.S. and
Canadian bank clients to annual
policies, but is still working on
the larger banks, which are re-
luctant to relinquish the three-
year policy form and can exert
more leverage.

"The big banks don't like this.
They go through the ceiling when
we mention” that Merrett wants
everybody on an annual renewal
basis, said Mr. Twitchett.

Some underwriters who pulled
out of bank bond business a cou-
ple of years ago are coming back
in, because "things are looking
pretty good" now, he said.

Despite an improving climate
for bank insurance buyers, seven
out of the 10 largest U.S. money
center banks now have their bond
covers in London. Four of those

came to London as new business
inNn the last 18 months. -

Minet sees

competition

Simon R. Arnold, managing
director of J. H. Minet & Co.

Ltd.'s international non-ma-
rine division, sees much of
competition returning to the
bankers blanket bond markets.

New markets are opening
up, enabling U.S. banks to buy
their blanket bonds from in-
surers who previously wanted
only Canadian bank business,
he said. The reason for im-
proved availability, he noted,
is that insurers are in a posi-
tion to charge practically any-
thing they want to charge for
bonds. Bond underwriters are
even looking to sell insurance
to distressed banks, he added.

"We've quoted on quite a
lot of these accounts in the

last year,” he went on, "but
without a great deal of suc-
cess." Rate competition from
U.S. insurers proved too tough

for the London markets, said
the broker.
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By REBECCA A. FANNIN

MONTREAL-John Grunde was
working for Steinberg Industries

here when he received a job offer
from another Montreal firm.
But instead 6f accepting that of-
fer, Mr. Grunde took a j ob as
risk manager with Edmonton Lus-
car Ltd. in Alberta at a lower sal-
ary.

Mr. Grunde has no regrets..

Neither does Ladis VVegh, cor-
porate risk manager for Canadian
Utilities Ltd., also in Edmonton.
He left a job here as assistant
treasurer for Canada Celanese Ltd.

Both risk managers moved west
to escape the changing political
and business environment in Que-
b€c brought about the election vic-
tory of the separatist and socialist
Parti Quebecois.

In last year's International Is-
sue, Canadian risk managers said
the victory of the separatist party
hadn't had any impact on their
jobs although many said the situa-
tion was very tense.

Insurance companies and bro-
kers are also affected by the new
Quebec government. Decisions by
the government to make the
French language mandatory in
business led Sun Life Assurance
Co. to propose moving its head
office from Quebec to Toronto.

"The language laws make it dif-
ficult to attract and hold on to
quality people who speak both
French and English,"” said a Sun
Life spokesman. "We can't just be
locked into recruiting only French
people because it stymies careers
and is unfair.”

Another possible ramification of
the French language mandate is
that insurance contracts would
have to be written in French
rather than the typical insurance
language, English.

"This could have a very serious
effect because I'm not sure wheth-
er excess and reinsurance could
take to the legalese of French,”
said Dan Sullivan, risk manager
at Northern Telecom Ltd. in Mon-
treal.

Reed Shaw Stenhouse, Canada's
largest broker, is also gearing up
to cope with law and language
changes, said president Sedrick
Gyles.

"It's ' a highly delicate situation
in Quebec. There are so many
unknowns but we are watching it
closely, Mr. Gyles said.

"But we aren't afraid,"” he add-
ed. "We cope very well in our
operations in other countries and
we don't think this situation is
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any different.”

Reed Shaw has already begun
to teach its English speaking peo-
ple French and may eventually
begin teaching English to those
only fluent in French.

But perhaps a larger adjust-
ment lor the big broker is a 10%
to 15% loss of its premium vol-
ume, caused by the government's
takeover of auto insurance. By
March 1, the Quebec government
will run -auto insurance on a no-

fault, compulsory basis.

"This is going to reduce the
number of people needed to han-
dle it, but we're certainly not
going to lay off anyone, certainly
not at this point and not in the
foreseeable future,” said Mr.
Gyles. Staff reductions will come
from attrition.

The no-fault, compulsory auto

r "t€rnational

Update

insurance may well create prob-
lems for commercial policies of
large fleets, said risk manager Mr.
Sullivan.

Commercial fleets will be cov-
ered twice for bodily injury, both
under workers compensation and
auto insurance policies, he said.

Although these problems may
sort themselves out, one of the
difficulties that will remain is re-
cruiting well-rounded managers to
the province.

"They're just hesitant to move
here because of the French, lan-
guage requirement,” said Mr. Sul-
livan.

But for risk managers Mr. Vegh
and Mr. Grunde, language wasn't
the motivating factor in their de-
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cision to move west.

"It was a personal decision for
me to move," said Mr. Grunde.
. There was a tremendous amoun:
of distrust and increasing hostility
toward me personally. | was one
of the other guys and there was a
hardening of the battle lines;
you're on one side and they're on
the other.”

Mr. Grunde said this resent-
ment occurred even though he was
considered bilingual by the com-
Ppany.

Mr. Grunde also noted that
risk management salaries in Que-
b€c are depressed because a ready
replacement of agents, who have
had to close up shop, await the
openings.

Among other annoyances to Mr.
Grunde were the "endless, time-
consuming arguments about lan-

guage issues._" -

DAN SULLIVAN: Risk managers are
‘iust hesitant to move here be-
cause cf t-e French language re-
quirement.’
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Many eye captives
for overseas benefits

CHICAGO—U.S. multinationals
are looking into insuring their
overseas employe benefit plans in
their offshore captives.

“It's a question we are all
talking about,” said Alexander
& Alexander vp Gilbert A. Orl-
hac.

But there are obstacles. “In
general, to get a tax deduction,
countries require that the fund-
ing be done locally,” Mr. Orlhac
said. “That's understandable.
Why should the money go some-

| place else?” he conceded.

“Some employes aren’t very
happy about seeing their pension
funds invest in another coun-
subject to devaluation or
currencies,” said A&A’s

[: International :]

national b ts.

Explaining the differences be-
tween insuring propert asualty
risks in a captive and employe
benefit plans, Mr. Orlhac said,
“We're talking about people, not
assets. ts belong to the com-
pany s ‘holders but the bene-
fits belong to the employes.”

Still, the of insuring
overseas benefits with a captive
are appealing to the U.S. multi-
national. “Instead of investing

¢ lly, it can be used
al in the captive,”

accident insurance
r to put in a cap-
noted.

would be
tive than life

A&A is
idea, he s b anticipates
there will be ° of difficulties
with local governments and local
management.”

Others are not as enthused
about insuring benefits in cap-
tives. One consultant observed
that he knows of three multina-
tionals trying to reinsure their
group life policies in their cap-
tives. “Th okay, but most cap-
tives are be naged by firms
that keep % retention on
premiums.” The retention by a
multinational pool would be less,
he noted. These arrangements are
also restricted to countries that
don’t preclude reinsurance out of
the country, he added.

A few international benefit ex-
perts observed there is some in-
surance of benefits for third
country nationals going into cap-
tive insurance companies.

“As a general rule, captives
should not play a role in bene-
fits,” said Woligang Glage, vp of
Towers, Perrin, Forster & Crosby.
“Most countries require that
premiums go to licensed insur-
ance companies to get a tax de-
duction. And there are currency
exchange problems. If’s very
complicated.”

William M. Mercer Ine. di-
rector William D. Welsford said,
“I don't see any ftrend to-
ward the use of captiv You
don’t need one for a pension
plan. You can have a trust in-
stead. A captive doesn’t offer
anything to an employe benefit
plan,” n
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By KATHRYN J. McINTYRE

CHICAGO-Overseas, employe
benefits translate into pension
plans that generally are not in-
sured, international benefit ex-
perts say.

But for every generalization,
there is an exception. INn some
countries, such as Switzerland, 10-
cal market conditions and regula-
tions make insurance the pre-
ferred alternative. VWhere other
alternatives are preferred, financ-
ing varies all over the globe from
trust vehicles in Commonwealth
countries to book reserving in
Germany and Japan. Trusteed
plans are numerous.

Pension plans overseas, how-
ever, provide more than just re-
tirement the

benefits, experts

stress. The plans are likely to in-
clude such immediate risks as
liberal survivors benefits and dis-
ability benefits. While the actual
retirement benefit isn't insured,
the immediate risks often are, the

experts note.

Hewitt Associates consultant
Burt Murdock said he has ob-
served a trend toward insuring
long term disability which had
been part of the pension plan. "In-
sured LTD is becoming available
a,t a competitive price,"” he said.

American companies tend to in-
sure death benefits overseas be-
cause they do so in the U.S. for

tax reasons, observed Kwasha
Lipton partner Jim Bolland. But
with differing tax laws, they don't
Nneed to insure death benefits

overseas, he said.

Other insurance plans that are
typical for U.S. employe benefit
programs, such as health and life
insurance, are not as predominant
overseas. When they are provided
they are usually insured.

Health insurance isn’'t in such
demand overseas because medical
care is often provided by the gov-
ernment. Medical insurance does
exist as a supplement to govern-
rnent plans and American expa-
triates are generally privately in-
sured because they travel exten-
sively and prefer private treat-
ment.

INn less developed countries
where both the government spon-
sored medical care and private
insurance policies leave sorne-
thing to be desired, Hewitt's Mr.
Murdoek said companies are self-
insuring their medical plans.

Because liberal survivors ben-
efts-based on projected earnings
and not accrued benefits-are
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tied to pension plans, group life
insurance isn't as important over-
seas as in the U.S., the experts
add.

And employe stock option
plans, popular in the U.S., "are
Nnot found in Most countries be-
cause of the tax laws,” said
Kwasha Lipton's Mr. Bolland.

Still, employe benefits as a per-
centage of payroll cost more
overseas than in the U.S., said
Wolfgang Glage, vp of consul-
tants Towers, Perrin, Forster &
Crosby Inc. When considering
statutory as well as voluntary
contributions, employe benefits
overseas can cost a company 50%
of payroll, he said.

The savings by not insuring
are greater overseas than in the
U.S., says Hewitt's Mr. Murdock,
"because the insurance industry,

except for instance in England

 International 3

and Australia, isn't as competi-
tive.”

Comparing those who insure
their pension plans with those
who don't, Alexander & Alexan-
der vp Gilbert A. Orlhac said,
"Maybe 70% of the companies
insure their pension plans, but
80% of the employes are under
non-insured plans.”

AEA reconnrnends that the
small operation with 50 to 100
employes insure its plans, in-
cluding life, accidental death and
dismemberment, long term disa-
bility, medical and pension.

When there are more employes
and they are highly paid, thus
generating more money, A&A

recommends book reserving in
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Not insuring benefits gains global popularity

Germany or placing the money in
a managed trust in England.

"When there is a large number
of employes and quite a lot of
money involved, we recommend
self-funding-going to an invest-
ment firm or perhaps the mer-
chant banks in the U.K_," said
Mr. Orihac.

Non-insured but funded pen-
sion plans are quite common in
England, noted Hay Associates
consultant I. Michael Hanrahan.
"There's a very attractive equity
market there, though it's volitile,':
he said. For example, one com-
pany saw less than a 3% return
in 1976 but landed almost a 90%
return in 1975.

Companies at the top of the
pole, "with assets that can be
larger than the largest insurance
companies,” can consider funding

their employe benefit plans out
of the till, said A&A's Mr. Orlhac.
That includes paying as they go
on the risk benefits.

The experts agree that self-
funding becomes more advanta-
geous as operations grow and
companies become more sophis-
ticated. And they agree that
American operations overseas are
growing.

AIG Risk Management Inc.'s
interest in adrninistering self-
funding employe benefit pro-
grams overseas is evidence of a
developing trend.

"We see a market there,"” said
Allan Hall, AIGRM benefit
consultant, including American-
based multinationals, European-
based multinationals and Euro-
pean nationals. AIGRM has

opened an office in Brussels
Continued on following page
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Benefit managers flex their muscles

CHICAGO-U.S. employe benefit managers
for multinational corporations are flexing their
international muscles.

"There's been more interest in management of
international benefits in the last few months than
there has been for a long time," said consultant
Burt Murdock of Hewitt Associates.

"Benefit managers were so wrapped up in
ERISA they didn't have time to consider foreign
benefits," he continued. "Now we're talking to
companies everyday that want to know what
they have and how they should fund it and ab6ut
accounting procedures."

Though ERISA compliance was time consum-
ing, some useful lessons in focusing objectives,
funding mechanisms and accounting procedures
were learned, Mr. Murdock added.

Consultant Wolfgang Glage exclaimed, "You
bet your life there's more interest in overseas
benefits now." The Towers, Perrin, Forster &

Crosby Inc. vp said, "more and more multina-
tionals are adopting the philosophy of worldwide
organization, planning and ccordination.”

Much of the interest is financially motivated.
"These are heavy investments that need to be
managed,” Mr., Glage maintained. "You can't
have 12 benefit managers spending money in-
dependently.”

Hewitt's Mr. Murdock noted that multination-
als are particularly concerned with pinning down
the true costs of their overseas benefit plans
rather than just looking at contributions.

Hay Associates consultant I. Michael Hanrahan
said that except for the big multinationals, U.S.
companies didn't go overseas until the 1960s
"and benefit planning was at the bottom of the
list." As operations mature and companies look
forward to continued growth, benefit planning
becomes more important, he said.

SERVICE

Overseas funding...

Continued from preceding page
which will be equipped to handle
employe benefit programs.

How to self-fund depends on
conditions in the country, notes
William M. Mercer Inc. direc-
tor William D. Welsford. Estab-
lishing non-insured but funded
plans depends on whether the
country offers a good stock mar-
ket and its insurance laws, he
said. "But to the extent inflation
keeps up at a high rate, there's
Nnot much incentive to fund a
plan,” he suggested.

Some benefits experts dis-
missed pension trusts from the
category of self-insuring, arguing
that self-insuring means not
funding. But TPFC's Mr. Glage
conceded, "When assets are seg-
regated in a pension trust, you
could argue its a self-insured risk.
If it's a defined benefit plan and

two-way
street.
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with the ability to underwrite at a profit
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Southern California: 3345 Wilshire Blvd., Los Angeles, CA 90010 (213) 385-6266
San Francisco: 1 Market Plaza. San Francisco, CA 94105 (415) 777-4300

there's terrible mortality and in-
vestment experience, the compa-
ny will have to make it up.”

The American trust vehicle,
though available in England and
Australia, is not used in most
countries, Mr. Glage noted. Hew-
itt's Mr. Murdock explained that
the trust is an Anglo-Saxon con-
cept. On the continent and in
South America, one must create
non-Trofit corporations or foun-
dations. They can be more diffi-
cult to work with because they
are subject to government regula-
tions, usually the insurance laws,
he said.

Funded trusts in Germany are
subject to insurance laws, but the
Germans allow book reserving.

In Switzerland, companies that
don't insure their pensions must
establish a private fund, called
a foundation, said Kwasha Lip-
ton's Mr. Bolland. Most compa-
nies, except for the largest, end
up insuring their benefits there
because the foundation decides
how to invest the contributions,
observed TPF&C's Mr. Glage.
Hewitt's Mr. Murdock added that
the foundations are subject to the
same investment regulations so
there isn't much gained by self-
insuring.

But in Belgium, where the self-
insurance vehicle is a non-profit
organization, Mr. Murdock s'aid
self-insurance is very attractive.
"For the moment there are no
regulations on investments or
contributions with a non-profit
organization while the isurance
companies are highly regulated,”
he said.

In South Africa, as in Australia,
the insurance companies offer
modern funding facilities, do a
good job and have a large por-
tion of the pension market, Mr.
Glage said.

There are countries

many
where government programs pro-
vide so much there is no room
for an extra pension plan, ob-
served A&A's Mr. Orlhac. The
French and ltalian systems leave
companies only with the immedi-
ate risks to carry. South Ameri-
can countries are also notorious
for rich mandated benefits.
Multinational networks have
slowed the development of self-
insuring overseas benefits, said
Hewitt's Mr. Murdock. "WWith
their international experience
rating policies providing more
flexible underwriting and cost
based on experience,” he said,
many multinationals have opted

for the mnetvworks. -
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Swiss may
make firms
offer pension

GENEVA, Switzerland—Em-
ployer-sponsored private pension
plans could be compulsory here
as early as January 1979, says a
Hay Associates international bene-
fits consultant.

It would be the first time truly
private pension plans were re-
quired by law, said I. Michael
Hanrahan of Hay Associates's Chi-
cago office.

A bill that mandates private
pension plans, which already cov-
er about 80% of the Swiss popu-
lation, has passed in the lower
chamber of the legislature and is
expected to be approved by the
upper house in time for the sys-
tem to be introduced next Jan. 1.

The law intends to insure that
retiring employes and survivors
receive a combined social security
and company pension plan bene-
fit equal to 60% of the final aver-
age gross salary after a normal
working career. That means the
company would have to provide
a pension of at least 40% of the
employe’s average covered earn-
ings in the three years preceding
retirement, Mr. Hanrahan said.

This is the goal for a single
person; there has not been an
amount specified for a married
person, Mr. Hanrahan noted. Gen-
erally, a new or revised Swiss
pension plan today provides 60%
to two-thirds of final average pay,
Mr, Hanrahan said.

Under the compulsory system,
employers will be required fo
establish plans covering all em-
ployes 25 or older who are earn-
ing $6,000 (S. Fr. 12,000). The
law applies to earnings up to
$18,000 (S. Fr. 36,000)—the aver-
age Swiss wage earners.

Because of this ceiling on cov-
ered earnings, Mr. Hanrahan said
the estimated cost to industry of
a pension plan satisfying the law
would be 10% of payroll. “There
are some plans now that run as
high as 20% of payroll,” he said,
with the typical U.S. subsidiary
paying 12% to 15% of payroll
for its pensiocn plan.

Under the compulsory system,
death and disability benefits
would have to be provided from
as early as age 18 for employes
who meet the earnings require-
ments.

In contrast to the pay-as-you-
go funding approach wused for
Swiss social security, under the
“second pillar’” system of pension
plans, benefits must be capltahzed
or prefunded.

And full and immediate vesting
of reserves—not accrued benefits
—would be required in an
amount equal to the minimum
contribution needed to fund the
compulsory benefit levels, Mr,
Hanrahan said.

Equal employe participation in
the administration of the plan is
provided for in the law. The em-
ploye may also be required fo
contribute up to half the cost
of the plan. Though most Swiss
plans are contributory, Mr. Han-
rahan said “it’s unlikely the em-
ploye would be asked to pick up
half the tab. That's not a very
competitive thing to do.”

A compulsory private pension
plan system was demanded by
the Swiss in a 1972 vote to amend
the constitution.

Meanwhile, in The Netherlands,
where the concept of compulsory
pension plans was first formulated
in the late 1960s, final legislation
has yet to be presented to parlia-
ment, Mr. Hanrahan said. (]
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Experts cheer Social Security footnote

CHICAGO--Regardless of how
you feel about changes made in
the U.S. Social Security system
by the 1977 amendments, there's
something to cheer on the inter-
national scene.

International benefits experts
are hailing the widely overlooked
provision of the legislation that
allows the President to enter into
agreements with foreign countries
to eliminate the long standing
problem of duplication of social
security coverage for U.S. citi-
zens working overseas.

Hewitt Associates consultant
Burt Murdock estimates that
such agreements could save U.S.
companies 10% to 20% of the
payroll cost of keeping an
American overseas where social
security costs are high. Johnson
& Higgins vp Harold R. Conners
estimates there are 130,000 U.S.
expatriates.

The new law allows interna-
tional agreements under which a
person with at least six quarters
of coverage under the U.S. Social
Security system.and a period of
coverage under a foreign coun-
try's system will have both peri-
ods of coverage combined for de-
termining eligibility and benefits.
Payments by each country will
be pro rated for the period cov-
ered by each system. This is
called a totalization arrangement.

The Department of Health, Ed-
ucation and Welfare, which win
handle the negotiations, has pre-
pared a pro forma agreement.
According to Johnson & Higgins,
the agreement generally provides
that:

« A U.S. citizen working over-
seas for an American company
and participating in the U.S. So-
cial Security system will not be
required to participate in the host
country's system.

< An employer will continue to
have the option under certain
conditions of signing an agree-
ment with the Treasury Depart-
ment that will allow all its U.S.
expatriates employed by overseas
subsidiaries to participate in the
U.S. system. These employes
would not be required to partic-
ipate in the host country's sys-
tern.

- If such an agreement with
Treasury is not signed, all the
U.S. expatriates of the compa-
ny's overseas subsidiary will au-
tomatically be covered by the
social security system in the
host country and standard total-
ization rules will apply.

Hewitt's Mr. Murdock said
that totalization arrangements
have been in force among Com-
mon Market countries for a num-
ber of years. For example, if an
employe retires with 40 years of
service, 15 years in England and
25 years in Belgium, he receives
15/40ths of his English benefit
and 25/40ths of his Belgium
benefit. He paid into only one
system at a time.

But uU.s. citizens working
overseas have systematically ei-
ther been cheated out of Social
Security benefits or have been

expensive employes.

If the U.S. company has not
signed an agreement with Treas-
ury to continue U.S. Social Se-
curity for its American expatri-
ates-or hasn't found some other
way to continue their participa-
tion in the U.S. system-the em-
ployes lose credits under the U.S.
Social Security system.

And though they contribute to
the social security system of the
country they are working in, it's
likely they won't be there long
enough to qualify for the benefits.

But uU.s. companies

when

maintain their employes' partic-

ipation in the U.S. system while
they are abroad, their employes
also have to participate in the
host country's system. The U.S.
companies often reimburse their
employes for the employe share
of the foreign social security

tax. said Hewitt's Mr. Murdock.

Then the company finds it has
to up the employe's salary again

El"ternational-1

to compensate for the additional

ity amendments can in theory
correct these costly problems,

Kwasha Lipton partner Theresa

H. Stuchiner cautions "some

countries' systems may not be

tax on the reimbursement. "It compatible with ours"” for total-

makes the American expatriate

very expensive," said Mr. Mur-
dock.

WWhile the 1977 Social Secur-

ization agreements.

The law provides that Con-
gress may reject the interna-
tional agreements entered into by

the President if it acts within 90
days of their submission.

An agreement with Italy will
probably be the first to be signed
by the President sometime this
vear.

But an agreement with West
Germany that has been under
negot.ation may be more compli-
cated to work out, noted John-
son & Higgins's Mr. Connors, be-
cause of the large number of
German refugees in this country

and tne possible fiscal impact. -



WASHINGTON-Spectacular
kidnap and terrorist incidents in
Northern Ireland, once considered
the number one danger spot by

many security eased

experts,
markedly last year.

Many feared that the February
1977 murder of a Du Pont execu-
tive in Londonderry would be fol-

lowed by a rash of attacks on ex-

la a .

While
Northern Ireland, West Germany
emerged as a hot spot with the
abduction and murder of indus-
trialist Hanns Martin Sehleyer.

In a story in last year's Inter-
national Issue, Business Insur-

violence declined in

r more ac s circ e

ance found that corporations
with branches abroad were tight-
ening their security to protect
overseas executives and plants
from attack. That trend continues

today with security firms report-

on rep y car
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Germany new hot spot as terrorism continues
jaunYes:BitzScna-rosfpeart” r!|€p/lational -

ing increased demand for their
protection service. by clients with
overseas interests.

Meanwhile, terrorism seems to
be declining in the U. S. The FBI
recorded 987 bombing incidents in
the U. S. during the first nine
months of 1977. That's down from
1,207 bombing incidents for the
same period in 1916.

But if terrorism is measured
over a longer period of time, a
different picture emerges. Accord-
ing to a CIA report released in
July 1976, there were 239 sepa-
rate terrorist attacks, including 61
involving American citizens or
property. In 1968, the CIA re-
corded only 37 such incidents, five
involving U. S. citizens.

With a dramatic increase like
that, it's no surprise that Fred
Rayne, president of Rayne Inter-
national, a Miami-based security
firm with branches in Switzerland,
Italy, Germany and South Ameri-
ca, reports that his company's
business has doubled in the last

year.

A big chunk of that increase
has come from Central and South
America where wealthy and up-
per middle class Latin Americans
have become increasingly vulner-
able to terrorist attacks. Mr.
Rayne ranks Guatemala, Venezu-
ela and Argentina as among the
most dangerous countries in the
Western Hemisphere.

With the rise in spectacular ter-
rorist incidents, interest in kidnap
insurance has picked up after be-
ing in somewhat of a tailspin for
the last two years.

Depending on who you talk to,
brokers and insurance company
executives report anywhere from
a slight increase in business to a
"rather dramatic increase." The
biggest providers of this sensitive
coverage continue to be Lloyd's
and the American International
Group.

Prices generally are holding
steady after a period of extraor-
dinary volatility during the early
19705 when $200,000 or $300,000
premiums for $1 million of cover-
age were not uncommon.

"Renewal premiums often are
the same as a premium on an ex-
piring policy if all the risk fac-
tors remain the same," said Nich-
olas Taube of the E. L. Harris
brokerage firm in Washington,
D. C.

One of the biggest surprises of
1977 was the revelation that sev-
eral countries, including the U. S.,
have set up crack military units
to combat terrorism.

The 064 warns that the lure of
ransom demands and the symbolic
value of U. S. firms as represent-
atives of the capitalistic system
means "there is a real danger that
terrorist attacks on the U. S. busi-
ness community abroad will be-
come even more frequent.”" m

"Hey, doc! Need primary or excess
hospital malpractice insurance? I'm
in the business!”

Specializing in
Hospital Matpractice
Product Liability
Municipal Public Liability
Kidnap-Ransom

Captive Insurance Programs

600 Watergate Suite 960
Washington, D.C. 20037

I I I S Telephone 202 965 2052
9 Telex 248362

DAMA COMPAHY

INCORPORATED
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Icy Policy

The truly international
underwriter should maintain

its own major presence in

every country in which you
wish to do business.

An American insurance agent or broker acting on
behalf of a multinational company will, as a rule, make
every effort to seek overseas insurance coverages that are .
consistent with the client's domestic standards and prac-
tices. But this goal is difficult to achieve if your intema-
tional underwriter is only partially or indirectly repre-
sented around the world.

INA International maintains its own foreign facilities
that together represent the largest such U.S. based insur-
ance organization. 62 fully-staffed service offices and an
even larger number of claims facilities make up the core of
this network. These, in turn, are directly linked to seven
domestic "international” offices.

Even though INA International conducts business in
19 languages and nearly 100 currencies every day, the
important thing to note is that you are dealing with a
single underwriter, worldwide.

For further information and a new brochure write
INA International at 1600 Arch Street, Philadelphia, PA
19101, or call one of our seven domestic offices in
Philadelphia (215-241-2460, Houston (713-626-5060),
Los Angeles (213-480-4270), New York (212-233-5010),
San Francisco (415-391-9310), Atlanta (404-688-3228),
or Dallas (214-688-0326).

INA International, whose network of worldwide facilities
is the largest of any single U. S. based insurance company, has
developed a number of operating standards that should prove of
interest and benejit to agents and brokers.

This is the first in a series.
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3)fanci AND \,cean 5 w larine

FACILITIES AVAILABLE
TO AGENTS & BROKERS OF MEMBER COMPANIES

MUTUAL MARINE OFFICE, INC.

100 PARK AVENUE, NEW YORK, N.Y. 10017 - 212-953-0580

General Managers
NEW YORK MARINE INSURANCE CO.

Marine Managers

ARKWRIGHT-BOSTON INSURANCE COMPANY
ARKWRIGHT-BOSTON MANUFACTURERS MUTUAL
INS. COMPANY.

LUMBER MUTUAL FIRE INS. CO. OF BOSTON, MASS.
MERCHANTS MUTUAL INSURANCE COMPANY
MUTUAL FIRE, MARINE & INLAND INS. CO.

NEW HAMPSHIRE MERCHANTS INSURANCE COMPANY
UNION MUTUAL INS. CO. OF PROVIDENCE

UTICA MUTUAL INSURANCE COMPANY

EMCASCO INSURANCE COMPANY
EMPLOYERS MUTUAL CASUALTY COMPANY
GRAPHIC ARTS MUTUAL INSURANCE COMPANY

STEWART SMITH REACHES
AROUND THE WORLD

Little insurer reaction

to property captives

By ELLIS SIMON

NEW YORK-While use of cap-
tive insurance subsidiaries to in-
sure overseas property risks has

grown over the past 10 years, the
international and local commercial

insurance markets for the most
part have not taken steps to un-
dercut the movement.

While there have been excep-
tions, the insurance industry's re-
sponse to captives has not been
to cut rates or expand forms of
coverage despite the loss of mil-
lions of dollars in premiums to
captive.

What the industry has done is
choose to work with the captives,
providing them with services such
as fmnting and reinsurance. "The

TO SOLVE YOUR MARKETING PROBLEMS !

Stewart Smith is an integral part
of the Stewart Wrightson insurance

group. That makes their 82 offices
in 23 countries around tie world

immediately accessible to respond

to the market neecs of our clients.

The Stewart Smith/Stewart Wrightson
tradition of keen professionalism and
insurance marketing ingenuity combine in an
exceptional brokerage facility to serve you.

Aviation o Board of Education o [
Directors & Officers o

Fiduciary/Trustees Protective o

Kidnap & Ransom o Product Liability o

Professional E&0O Property o
Ocean Marine o Public Official o

Railroad Protective o Reinsurance: Life,
Property, Casualty, Treaty & Facultative o
Truck & Transportation o SEC Liability o
Umbrella OWorkmen's Compensation Excess

Stewart Smitll f -

Member Stewart Wrightson Insurance Group

CIl'F,.."

Atlanta
(404) 688-0963

Boston
(617) 426-0615

Chicago
812) 236-7333

Los Angeles

New York, NY
(212) 7914865

Philadelphia
(215) 925-0432

Pittsburgh
(414) 232-0430

Teaneck, NI
(201) 569-5680
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(213) 382-6201

Washington, DC
(2021 466-3810
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industry has pragmatically said,
'If you can't beat them, join
them,”  explained H. Donald Lin-
dell, senior vp art The Continental
Insurance Co.

Mr. Lindell said that "on a
worldwide basis, the impact of
captives isn't that great.” While
the native markets may have lost
the premium on plants owned by
multinational firms, these insurers
are more concerned with nation-
ally owned industries.

The inflexible position of these
local insurance companies, partic-
ularly regarding the granting of
deductibles, led many multina-
tional firms to establish captives
in the first place, noted Marsh &
McLennan vp Anthony Demas.

Although some of the more so-
phisticated foreign markets have
responded to the captive move-
ment by offering deductibles, this
movement has not been universal,
said Bill Mather, administrator Of
risk management for Gillette Co.
Gillette started a captive 2 66 years
ago because of the overseas de-
ductible situation.

Foreign insurance companies al-
so have not been quick to respond
to implementation of loss preven-
tion measures, noted the risk man-
ager for a U. S. food products
company using a captive for over-
seas risks.

Loss prevention will not result
in a reduction in rates, but if a
general rate increase is coming
up, foreign insurers usually ex-
empt preferred risks, he said.

However, Charles Ruoff, vp at
Fred S. James, noted a greater
willingness on the pant of foreign
markets to write difference-in-
conditions (DIC) coverage and
accept deductibles as a result of
the captive movement.

As far as coverages are con-
cerned, less space is consumed
with policy exclusions, he noted.
"Where you'd expect a restriction
of coverage, you often don't find
it," he said.

The international property in-
surers have been quicker to re-
spond to captives than the locally
held companies, noted Harold R.
Talbot Jr., manager of mul tina-
tional insurance service at Marsh
& MclLennan.

The native insurance companies
have less expertise than their in-
ternational competitors and often
where they have wanted to offer
broader coverage, their coun-
tries' reinsurance markets have
not been able to back them up,
he explained.

In addition, strict tariff ratings
in many countries prevent insur-
ers from reducing rates to respond
to captives, even if the companies
wanted, he said. However, in
some nations local markets are
so competitive that a captive could
not afford to reinsure locally
fronted risks, Mr. Talbot added.

The captive phenomenon has
worked to the advantage of inter-
national insurance companies that
have chosen to work with them.
U.S.-based international insurance
firms have been particularly ad-
gressive at pursuing this business,
said Mr. Demas.

The international insurers have
a viable economic injterest in cap-
tives, since they provide a goodly
portion of the reinsurance on cap-
tives and have an opportunity to
retain the entire business in coun-
tries where a captive and reinsur-
ance mechanism will not work, he
e><polaiimaed . -
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Centralizing can solve woes abroad

NEVWVV YORK Your risks are
spread all over the world.

Too often that can mean a dis-
jointed insurance program. Local
offices arrange their own pro-
grams, with whims and local reg-
ulations defeating home office
control. Nationalism in some
countries means you can only use
local insurers. Often crucial gaps
are left in your international cov-
erage.

Centralized risk management
can be the solution, but the pro-
cess of consolidating your insur-
ance is often tiring. Just ask Peter
Butler, director of insurance and
risk management at Gulf & West-
ern Industries Inc. Mr. Butler
visited each G*VW foreign subsidi-
ary in changing the conglomer-
ate's program last year.

His goal was to present over-
seas directors for G&W's approxi-
mately 100 companies in 29 coun-
tries with a proposal to consoli-
date insurance coverage and to
convince them the change was
necessary.

"The management's attitude
overseas was excellent,"” Mr. But-
ler said. "You can't possibly im-
plement a program wtihout visit-
ing the operations. You just don't
try to force changes down man-
agement's throat."

The consolidation involved fold-
ing the overseas insurance risks
into one insurer, AFIA. Previous
long term agreements with other
insurers overseas prevented com-
plete consolidation, but as these
contracts expire, the coverages
will be written by AFIA. To fill
gaps in insurance left with over-
seas insurers, G&VV bought dif-
ference in condition coverage.

"The biggest problem in setting
up a centralized plan is trying
to convince local management in
foreign countries the value of a
coordinated program," said Wil-
liam F. Crowley, vp of the North
American region of AFIA. "They
want to deal with people that they
know."

Crucial ingredients to success-
ful completion of an international
program are the joining of forces
by the broker, insurer and - risk
manager.

Brokering the G&VV account
was Edgar S. Clark, vp of Al-
exander & Alexander Inc., who
traveled extensively with Mr.
Butler in making the changes.
AFIA was also cooperative, Mr.
Butler said, because they were re-
ceptive to large deductibles.

"It takes all three working to-

The people with

know-who in

LOS ANGELES

are
KINDLER & LAUCCI

1545 Wilshire Boulevard

484-0220

SEE OUR AD ON PAGE 3

gether to bring it all together,
said Mr. Crowley of AFIA. "You
have to have a good international
broker who is equipped to han-
dle international risks."”

Dennis D'Oca, director of insur-
ance for CBS, also completed a
smooth transition to a centralized
program. He said convincing the
foreign subsidiary of the need to
centralize was also his most diffi-

cult step.

r'it€pliationall

"After you're over this initial
hurdle in getting the philosophy
started from the home office,
then the rest is easy,” Mr. D'Oca
said.

But CBS did have problems in
obtaining data to do a feasibil-
ity study for setting up the cen-

tralized insurance program.

CBS has only centralized ita
property coverage. "There's just
not much premium savings in
converting casualty,” Mr. D'Oca
said.. "Anyhow, local management
overseas should be in touch with
liability claims, since these hap-
pen more frequently than prop-
erty claims.”

Also confronting the risk man-

Continued on following page
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Introducing The
FrankR Hallof Fame

Named after the world's most inventive corporate insurance broker.
Here,Frank R Hall stands behind a handful of his 190,000 unique clients.
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Where is Greenwood, Indiana? Centralized plans...

. . L. Continued from preceding page
The leading Benefit Consultants and Administrators know! ager in a large multinational
company are contracts which
sometimes aren't translated cor-
rectly from the foreign language.

Greenwood is the headquarters of the Brougher Agency, Inc., tile ex-

clusive United States Representative of a leading London Broker, for "You just can't imagine the
the placement of employee benefit stop-loss reinsurance. confusion and people getting up-
set at one another because of an
If your client needs aggregate stop-loss, specific stop-loss or catastrophic incorrect translation,” said Clint
coverages to transfer risk on a self-funded program, call or write the Springer, international sales man-
ager for Allendale Mutual In-

Brougher Agency, Inc. We also offer a special reinsurance package for surance Co.

coverage of groups of 50 to 250 lives and over.
Different contract language

Incidentally. Indianapolis is close to Greenwood, Indiana. may also confuse the risk man-
ager about coverage provided, ac-

a4/

/\ cording to David M. Evans, seni-
Brougher gency’ InC' or vp at Marsh & MeLennan Inc.
Noting that the basic form of EDGAR CLARK: "You car do crty-
] property insurance worldwide is thing overseas that yot son do
Greenwood, Indiana 46142 the Fire Offices Committee inthe U.S."
(317) 888-3531 (F.OC), Mr-. Evans explained that . ) )
this form isn't used in the U.S. fire perils named in the contract,
While the FOC form covers only the U.S. form covers fire fcllcw-

ing practically all exigencies, Mr.
Evans said.

188 South Madison Avenue

Another inconsistency from
country to country, according to
Mr. Evans, is that in some conn-
tries the discount allowed witnin
the fire tarriff for installation of
a sprinkler system is rot suffi-
cient to permit an insured to
amortize the cost of such an
installation over a relatively j. ort
period.

Tantion problems car__ also af-
feet a risk manager's decision, Mr.
Evans said. In some jountiies,
where non-admitted insaranee is

* * prohibited, premiums can': be ap-
plied as a tax deduction.
The nonadmitted insurance

contract also causes probl€rns
when a major loss occurs, he

said, adding that proceeds of
indemnification of that liss will

be considered as a capita: remit-
tance and in many cases will be
e e - m m taxed as imported capital.
Nationalism can be seen very
clearly as foreign countries in-
creasingly require risks witnin

national boundaries be placed with
only licensed insurers.

| A | Belgium, Switzerland and Ja-
I l Z pan prohibit non-admitted ins.Ir-
ance. Venezuela and France also

require that all proper:y insir-
ance be placed with licensed ecm-
panies and the premiums paid
locally, according to Mr. Evans.
These problems are al "sir-

mountable for large risks," said
A&A's iMr. Clark. "You can do

anything overseas that you can
in the US."

Bruce Shinabarger, senior vp
of Schiff Terhune, noted, "every-

Allianz. The company everybody body's simply careful.” m
knows... but can't pronounce. The

people at Allianz give you the best in

coverage and servizes. Every

department is built on experienced

personnel, and backed by a worldwide

network of insurance expertise. The

next time you need help on your

preferred commercial accounts, call us. *
We're the experts you should know.

(Even if you can't pronounce our name.)

Allianz ®

Allianz Insurance Company

A Center of Excellence NEW JERSEY

6435 Wilshire Blvd., Los Angeles, CA 90048

(213) 658-5000 are
DE LANOY & KIPP INCORPORATED

80 Pompton Averie
Verona, N.J. 07044
857-0700

SEE OUR AD ON PAGE 3
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We help keep your program healthy.

The ESIS Hospital Malpractice Loss Control which is far less expensive than malpractice claims.
Program (HMLC) was developed as the result ofan Every hospital, self-insured or not, needs
extensive study of national claims over a five-year people who are trained to assist in controlling loss
period. HMLC is an on*going effort ofsophisticated exgosures and handling hospital malpractice claims
risk management which helps you to control loss when they arise.
exposures. These people are at ESIS. We have 160 offices

HMLC begins with an in-depth examination throughout the world handling hospital malprac-
of the hospital's practices, procedures, policies and tice liability claims without any additional burden

programs. Where variances from on your management.

standards and norms are dis- N A/ - 36 find out how good the
covered, they are identified and U J ESIS HMLC program is, call us
corrective action suggested. The for case studies. Chances are we

n INA CORPORATION comp

result is a program of risk control 4050 V\7i|shirpe;r5_|r\n/d.c,_iLos Angeles, CA 90010 can help you, too.

f.ri 1. 74 .. Fo.1.,



Wefigure
this man is worth$72,000,000.

It's 5: 30 on a Friday afternoon. And if
this maintenance man forgets to check
the sprinkler valves before he locks
up for the weekend, the $72,000,000
factory he works for rnight not be there
on Monday morning.

At Arkwright-Boston we know

that insurance is only a back-up system.

For more facts circle 68 on reply card

The companies we insure have excel-
lent loss prevention records because
they have excellent loss control manage-
ment programs. We have the toughest
standards in the business.

In fact, it happens sometimes
that we demand a better program than
a company is wling to set up. And
sometimes it costs us a client. But we'd
ratherlose a piece of business now
because we demanded too much, than
a whole factory later because we
demanded too little.

Regional Offices:

Boston, Cleveland, New York, Chicago,
Atlanta, San Francisco.

Arkwright-Boston Insurance

A most unusual company
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Benefits abroad: Experts
say information, travel
can unlockyour problems

OMMUNICATIONS
C CONTROL are two major problems
international benefit managers grapple

with on a daily basis, Business Insurance
discovered in a roundtable discussion

AND CcCOsT

with four Bay Area representatives of
multinational corporations. Gathered re-
cently at the. Embarcadero Center in
San Francisco to discuss international
benefits were Josephine Wright, benefits
manager for Raychem Corp., Menlo Park,
which is involved in the electronics,
energy and telecommunications industries
with operations in 33 countries, and
James E. Howell, manager, employe ben-
efits at Del Monte Corp., the food pro-
cessing giant with facilities in Europe,
South America, Africa, Mexico, the Far
East, Guatemala and Costa Rica.

Other members of the discussion group
were Chris Kinard manager, international
personnel administration at Levi Strauss
& Co., which has apparel manufacturing
operations in 25 countries, and William A.
Weiler, international benefits manager for
Bechtel Corp., the engineering and con-
struction firm with major offices in 18
foreign countries and major cities of the
U.S. Bl reporter Margaret LeRoux was
the moderator. The following are high-
lights of that discussion.

MS. LeROUX: How do you cope with
the communication problem®?

MR. KINARD: From the standpoint of
dealing with the U.S. management, it's
a careful nurturing process and depends
a lot on your ability to sell the concepts.
On the other side of the coin, you have to
develop a close working relationship with
local personnel people. If you establish the
dialogue and maintain it, you can work
to build up the trust faotor.

MR. WEILEIt: Among the sources we
rely on are insurance companies, to,the
extent that we like to keep up to date
ori their country profiles-what prevailing
practices are in a particular country. Pre-
ferably we get information from at least

Sp€akina Out

two different sources, so we are not
dependent on one company's approach to
a problem. That is the reason we rely
on brokers and consultants in addition-to
get an overview of a given country or
problem.

MR. HOWELL: We rely on local man-
agers to report on what they see as a
growing trend or what has been mandated,
so we’'ll know if there has to be an
adjustment in a program. ldeally, if we
allow local management to have their
own consultants, brokers and insurance
companies, | would still like to have a
consulting firm or broker in my corner
so we could get some verification dr
authentication.

MS. LeROUX: How important a role does
travel play in your responsibilities?

MR. KINARD: | think- it's extremely
important. You can't rely on correspond-
ence. | find that for areas | haven't visited,
I have a greater difficulty understanding
what the problems are. | don't know that
much more about the Philippines, for ex-
ample, from a week's visit every .year or
two. It's just that you get a better feel for
the country, the local operations, the man-
agement and its problems.

MR. HOWELL: It increases the cred-
ibility.

MRS. WRIGHT: As an example, we
recently had to ask the European offices
for benefit information going back to 1975
for insurance purposes. The brokers had
been trying for the last two years to get
the information and they couldn't, so
they finally came ta me. AIll | did was
send a Telex and the next day | had the
answer. | don't think they would have
done that if | hadn't met them, became
friendly with them and gained their trust.

MR. KINARD: You have a language
problem in some cases. For example |
was caught up in an emergency situation
of having to explain a change in benefits
at the last minute for our people in a
Latin American country, so | used slides

Phob: Margaret LeRoux

Four international benefit expers discuss the problem they face for Business Insurance.
Seated are James E. Howell, nnanager of employe benefits at Del Monte Corp., and
Josephine Wright, benefiTs manager for Raychem Corp. Standing ore William A. Weiler,
international benefits manager for Bechtel Corp. (left), and Chris Kinard, monoger, inter-
national personnel administration at Levi Strauss & Co.

and brochures in Spanish prepared for our
employes in the Southwest U.S. But it'g
not the same Spanish that's spoken in
Latin America and when | gave the slide
show, they laughed because the translation
was not the same. That just emphasizes
my feeling that you shouldn't rely on
translations.

MR. HOWELL: | just had a similar
experience in Puerto Rico-it was a verb
translated by a Berlitz person who was
Cuban but he had been reared in Puerto
Rico and he simply used the wrong verb.
It could have been crucial, but we were
able to correct it. | think that trying to
develop communications from a central
location is fraught with all kinds of
problerns.

MR. WEILER: 1 think it's probably as
simple as 'keeping in touch with,- your con-
stituents, whether it's domestic or inter-

national benefits people, brokers or con-
sultants. It's important to keep in touch;
learn first hand what the problems are.

MR. HOWELL: To quote a line from
"The Music Man," "You gotta know the
territory.’

MS. LeROUX: How do you fund inter-
national benefits?

MR. WEILER: Wherever possible, we
fund international benefits through an in-
sured plan. It's more important in our
industry (construction) to insure benefits
than it might be in an industry that
enters a country and makes a large capital
investment. Our jobs are at the beck and
call of our clients and an insured plan
is a more equi-able way of spreading the
cost of benefits than it would be if we
were to book reserves. We nave found
that you' can substantially reduce the

Continued on forlowing page

Lloyd's characters shaped a unique institution

By Peter Downes

Manager of Insurance

American Trading & Production Corp.
Baltimore

HEN. READ.that there was tebe

ance concerning international markets, it
reminded me that it was more than 25
years ago that | first went to work for a
firm of Lloyd's brokers. The Room where
| worked was the predecessor of the pres-
ent marble palace and it was there that
| got my training on the job. On my first
day at work, my trainer led me to a box,
chatted briefly with an underwriter and
got a couple of lines renewed. After that
he handed me a slip case crammed with
paper and said "There you are, that's
how it's done. Now get on with it."

My training completed, | spent the next
five years educating myself in what
Lloyd's was all' about. Indeed the one thing
I enjoyed most in working for a small firm
of brokers was that the.man in the Room
did everything-marine, casualty, avia-
tion, property and anything else which
might come to hand. He placed. business,
settled claims, did - various administra-
tive chores and performed a multitude

Lloyd's of London today. Many of the characters Peter Downes knew are Frobably gone,
but the former Lloyd's worker thinks some of his contemporaries may now be characters.

Doubtless things are no longer the same,
but at that time the Room contained a host
of characters. On my first day, for ex-
ample, | made my way to a marine under-
writer, seeking coverage on a shipment of
goods to West Africa.

"No sir," he said, "l know -nothing about
this-perhaps .you should go elsewhere."
He had been writing insurance for similar
shipments for years, | had been told. and
I could not understand his refusal. An

hour or so later | learned the reason-we

had not been properly introduced.

That afternoon, too, somebody pointed
out Mr. Meacock making his way to his
box where he conducted business for a
couple of hours. He was 94 years old at
the time.

On another occasion a very elderly
underwriter wrote some trivial risk of
mine and filled .n a premium of 10 shil-
lings, saying as he did so, "Somebody
must pay for that typhoon off Japan."

Many underwriters operated without

records of anv kKinrl. Their A:rmlintgnk

handled their finances and told them
how they stood from time to time. Rec-
ords maintained by others were more
elaborate. | recall one underwriter who
had an index with every significant re-
mark made by various brokers during the
preceding 25 years or so. He reminded me
once that my firm had promised him an
additional line at least 10 years previous-
ly. I no longer had the heart to refuse
him, whereupon he carefully erased the

note.

Even the staff, known as waiters and
liverymen-titles retained from coffee
house days-contributed to :he atmos-
phere. | recall the doorman once refused
entry to a shirt-st€eved messenger until
he returned wearing a jacket and tie.
They, too, had standards to maintain.

Indeed, there via. a host of such char-
acters to be found in the Rocm. bu,t all their
quirks and quiddities never d.d amount to
a hill of beans in terms of business, al-
though they did help give th€ institution
its atmosphere, if not its style.

Style is difficult to define-it is one of
those things you know when you see it. In
the Lloyd's underwriter cf my time, there
were perhaps three main ingredients. The
first of these was that he knew- when and
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PE SPECTIVE
Advancing domestic insurers in developing nations

By H.B. Leslie

directly in the coverage. If there are no
qualified surveyors available locally, they
can be recruited abroad or the leading

reinsurer may be requested to assign
Many large risks in property insurance,
particularly in the fire and engineering
: C r classes, can be subdivided into smaller
suggestions are contained in a report units provided that no risk of conflagration
adopted by the eighth session of the exists The breakdown of values and the
United Nations Conference on Trade and assessment of estimated maximum loss
Development in Geneva in December (EML) for each of them serve to fix re-
I was amon g the experts from both de- tention and reinsurance on these EML
values. Since in most cases the EML is
lower than the sums insured, the insurer
can increase bis overall retention of the
risk and curtail his outward reinsurance

Senior vp
Allendale Insurance

I I OW CAN WE SOLVE the problems
presented by the task of insuring
large risks in developing countries9 Some

veloped countries who contributed Ideas
for UNCTAD

While it was agreed that domestic in-
surance companies should undertake risks
wherever possible, this is usually only
feasible when the nsks are below a certain
level However, as large companies move

requirements However, for EML estimates
to be appliance for retention and reinsur-
ance purposes, they have to be acceptable
to all other parties involved.
- . ; ) In view of the difference of opinion as
surance covering large industrial units to what constitutes a single risk and the
such as the textile, paper and metal in- criteria on which the EML is based, it
dustries, petrochemicals, 011 refineries, WQUld be particularly helpfql if the under-
writers in developing countries adhered to

iron and steel plants, car assembly plants,
foodstuff and chemical Industries There definitions established by international as-

are also extraordinary risks where there

marin nul. aviation, arge enainesring A cement plan tinka Galere, Colurrbia Insurance problems grow as larger risks are fS1¥Raf fe cdd Mg 80MBAN ShaTRTe:

marine hull, aviation, large engineering
sks, nuclear power plants insurer reach an agreement whether reten-

The domestic insurance markets of most
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into developing countries, the risks become
larger, particularly in the fire class of in-

sociations such as the Reinsurance Offices'
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- Forj tyou can Ret
evelythingyouneed to know
aboutpropertyins ance.

El Inland Marine

El Multi-Peril/Special Programs

N Fire Insurance

El Difference in Conditions

11 Builder's Risk/Installation

El Hospital Operating Income Insurance
1 Valued Fbrm Business Interruption

El Manufacturer's Output Policy

E-1 Depreciation Insurance
El Specialty Lines/All Risks

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

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

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

We also innovated with our difference in con-
ditions protection. We were among the first to come
up with ways to protect your clients against 16sses due
to catastrophic occurrences.

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

For years now we've been tailoring policies to
fit the needs of a particular business in a particular
place at a particular time. We've always managed t6
stay flexible enough to give good rates togood risks.

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

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

American Home Assurance Company
National Union Fire Insurance Company of Pittsburgh, Pa.
Department A, 102 Maiden Lane, NewYork, NewYork 10005

Please send me information about your property lines.

Name

Title Phone

Company

Address

Ciry State —m— i >

1[' Member Companies of American International Group BSIN-2-143

We welcome inquiries from any licensed agent or broker. You don't have to be a regular producer to do business with an AIG company.

FAr mnre fr,rk cir,10 44 n rel, r,ard
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Avoid more regulation on product liability

By Robert Clements respect to individual-owner captives re-

fleet a poss-ble misunderstanding of their
Executive vp Robert Clements was a member of the

Marsh & MclLennan Inc. tives could lead to increased insurance

New York advisory committee for the Interagency costs because they lack the pooling of risk
Task Force on Product Liability. This is  ©°77e" o omer insurance ventures.

function The report says that such cap-

HE INTERAGENCY TASK FORCE

The main point of a single-owner cap-
T RerorT on proauct liabiity is a * an edited version of Mr. Clements's tive ts to provide a means of funding and
significant piece of research, a synthesis administering that portion of the owner s
of an enormous amount of information #008* I I_ k critique of the report. risk that he is able to absorb and does
from a wide variety of sources concerned not need to transfer to a conventional in-
with product liability It attempts to de- surer. To the extent that the use of captives
scribe current practices in product liabil- is inhibited by regulatory and federal in-

ity insurance, underwriting and rate-mak- lock in permanent place a problem begin- to insure his house when it is alreadY come tax considerations, risks are trans-
ing and brings a welcomed emphasis on ning to be solved by the forces of the mar- burning There are other better ways to ferred to the conventional insurance mar-
the potential of Industry and insurers to ketplace shorten the underwriting tail and reduce ket unnecessarily,
reduce product liability losses through pre- Continuing its emphasis on regulatory the speculation in product rate-making This results in a wasteful Increase of de-
ventive techniques solutions, the report discusses surplus lines For example, the definition of occur- mand on an insurance market which al-
Nevertheless there IS cause for concern and reinsurance It is correctly observed rence" can be tied to the date when injury ready suffers from limited capacity Fur-
with those policies which are implicit in that these are both important sources of IS first manifest. thermore, It IS demonstrable that captives
the report's conclusions pertaining to in- product liability insurance capacity How- e The report says "to be statisically lead to a reduction of the overall costs of
surance mechanisms ever, a fundamental misunderstanding of sound, rates for each product class should Insurance, not an Increase
Unquestionably there 15 a "credibility" the actual surplus lines function and its be based on the claims experience per unit
pi oblem connected with product liability significance in the overall insurance mech- of exposure that has occurred .n the past.

- . . . R - g Single-owner captives
insurance Insurers are not generally be- anism is apparent when the implication is That is, assessments of the probability of

heved to have had sufficient reason for the left that surplus lines ought to be more claims in the future for a given class The report also suggests that an in-
sharp increases in rates imposed over the closely monitored in order to control costs should be based on knowledge of claims adequately capitallzed single-owner cap-
last two years In pursuit of that belief the and minimize the risk of insolvency in the past ™ tive may not be able to compensate claim-
report concludes that better data should Th.s is a decidedly arguable point which ants In addition to noting again that there
be collected and product rates should be Surplus lines ought not to be made as a statement of is no demand for compulsory product lia-
closely related to correctly assessed prod- fact For example, a growing number of bility coveiage, one might point out that

uct risks The report suggests that this The concept of surplus hnes and the rating experts are exploring the possibility the lisk of insolvency is not of paramount
might be best accomplished through gover- tel m itself are as unique to the United that environmental or exposure rating concern to the policyholder when he is the
ment regulation and that the thrust of States as our form of rate regulatiin It techniques are more valid in product lia- sole owner of the insurer in which he has
iegulation in the product liability field could be said that the development of the bility rate-making than the mere extrap- placed i isks he has chosen not to transfer
should be directed in these areas sui plus lines market and its continued ex- olation of loss experience. It would have to the conventional market

Such a conclusion assumes the neces- istence is a direct reflection of tne failure been preferable to see the report speak to - The i eport recognizes the potential
sity that a given line of insurance (and of regulation to accomplish its intended the point that for product rating to be value of structured self-insurance pro-
within the line itself each individual rate purpose whel e business insurance is con. statistically sound, .t is necessary to grams, but expresses concern over their
classification) can and should be statistl- cerned It Is a form of escape halch or achieve technological improvements in un-  potential impact on federal tax revenue

cally credible for rate-making purposes relief valve which allows the system to derwriting techniques and about the prospect of giving special
and that the packaging of product liabil- continue to function despite regulaticn and treatment in the tax code to product lia-
ity with any of the many othei third-party is tolerated by regulators as such Rate Federal reinsurance bility However, there IS reason to be-
lines of insurance 15 Inappropriate iegulation of surplus lines is a contradic- lieve that the deductibility of pa>ments to

tion in terms = In the discussion of federal reinsur- structured self-insurance programs can

With respect to the risk of insolvency it ance in chapter VIl there IS the suggestion lead to an increase in tax revenue rather
is well to bear in mind two points: first, that retrospective rating and ftll credit for than a reduction Experience has proven

However, there is room for another the insolvency record of regulated com- investment income generated by reserves that much insurance is purchased purely
point of view Lack of data on a single panics is far worse than the record of the might limit the amount of the subsidy in- for tax reasons
peril does not necessarily justify estab- surplus lines market; second, in the ab- herent in the federal reinsurance proposal Since the deductibility of such contribu-
lishing laige-scale reporting mechanisms sence of any demand for compulsor, cov- The long tail in product liability and the tions would load to a significant increase
with their attendant Costs, nor is it a basis erage the prospect of insolvency shoild be essential need for conservatism in rating in the practice of self-insurance and a
for imposing rate regulation in an effort consideled primarily from the standpoint (from solvency considerations alone) are coliesponding decrease in the purchase of
to accomplish what may be actual-ially irn- of the policyholder rather than the acci- factors which make retrospective rating conventional insurance, it is argued that
possible For example, the peril of eat th- dent victim To my knowledge no ckimant and ciedit for inestment income highly the lesult would be an increase in corpo-
quake is an actuat ial puzzle and IS offered in a product liability case has failed to desirable facets of any rate-making rate profrs and corporate tares This

Rate regulation

as a separately insured and rated risk only collect his loss due to the insolvency of the scheme, not only federal insurance would obviously be offset, but only par-

at prohibitively high premiums When defendant's insurer and no one has sug- These concepts are increasingly adopted tially, by a reduction in corporate tar rev-

packaged as part of "all-lisk" propeity in- gested compulsory product liability insur- by product liability underwriters today It onue where credit is given for risks al-

surance policies, however, the coverage iS ance for the benefit of accident victims should also be noted that the idea of group zeady self-insured

generally available at reasonable cost Several details of the report are espe- captive insurance companies and struc- A number of factors ai e now at work
Recognizing that the report's conclu- cially worthy of comment- tured self-insurance plans are both es- which can improve the availability and the

Slons in this area are not specific recom- = The discussion of "claims-madf ha- sentially adaptations of the idea that equi- cost of insurance Among these are the in-

mendations for legislation, it is none- bility insurance coverage is very m_slead- table pricing of long tail risks requires sui ance companies, the generally impres-
theless cleai that the report calls for in- ing The "claims-made"” form is useful in giving insureds a stake in investment in- sive curient piofitability of traditional in-
cleased | egulation in an ar ea which does ceitain tvpes of Insurance, princtpally pro- come generated by the premium and in surance companies and the accelerating An-
not | equire late regulation Current un- fessional indemnity coverage, but It 15 any ad]Justment of the overall cost dictated flux of foreign investment through the en-
derwriting results are an indication that potentially dangerous to the buyer of pro- by the claims experience tiy of foreign carriels in the domestic mar-
the ploduct liability rates may fall in the duet liability, especially if he does not - The Task Force IS to be commended ket Each of these developments represents
absence of government regulation The understand fully ItS limitations The real foi its generally favorable position with an encouraging new form of additional in-
conclusions of the report, howevm, suggest pi oblem with "claims-made" in product respect to the encouragement of captive in- surance capacity and the effect thereof will
a reporting system which would primarily liability is that it will occasionally put the sui ance companies, including association inevitably be favorable in terms of avail-
be of use to regulators and which could buyer in a position of in effect having captives However, the conclusions with ability as well as affordability -

were no longer her husband's prgperty. while Lloyd's underwriters would not
LI d ] b d All this imphes a very sti ong measure of write everything that was placed before
Oy S rel I lel I l e re === self-responsibility which made the third them, they were more likely to do so than
ingredient possible The typical Lloyd's the underwriters at any other institution
Continued from page 49 they failed and there was any suggestion underwriter would nevet look at a piece

how to be geneious Probably there nevcr of dishonesty, Lloyd's was ruthless An of bwiness and simply say that he would Much can happen in 20 years and cer-
was a broker who has worked at Lloyd's underwriter la personally liable to she ex- not write it He might prefer not to insure tainly Lloyd's 1: not what it was No doubt
who could not retell some story demon- tent of all his assets including the shirt on a risk because of past experience or be- many of the people | knew have retired or
strating the generosity of underwriters It his back cause it was hopelessly substandard or for died or have left the business entirely Pos-
often seemed that if contractual obliga- scme other reason Bit, generally speaking, sibly some of my contemporaries who re-
tions got in the way of a reasonable soli.- In my day this was demonstrated in the if there were an insurance risk then some- main are now characters in their own
tion to a pi oblem, then so much the worse Alex Wilcox failure This underwriter had whele there was a price for insuring it right In the meantime, my own feelings
for the contract incui red massive liabilides which he at- without benefit of manuals or rate tables about the institution are that so long as the
The second Ingredient was the utmost tcmpted to conceal by manipulating his ac- or social pressures Decisions of the kind underwriters retain their integrity and ex-
good faith When you showed a risk to an counts, kiting checks and the like Lloyd's underwriters made, required sound under- eicise the-r imaginations untrammeled by
underwritei you told him everything and pursued charges and ultimately a long writing judgment and many respected bureaucia-s and politicians telling them
he accepted yout word for it If you failed prison sentence was imposed On the day names were capable of exercising it how to conduct their business, they will
to do so-a process known as "picking up" the incident became known, however, Mrs Abcve all, the underwriter would never 1 emain a force to be reckoned with for as

-and you were subsequently discovered, Wilcox wais out shopping and when she | efuse a piece of business merely because long as inszrance is of any significance
you never did business with him again ard returned, Lloyd's representatives are re- nobody had ever underwritten such a risk How dc they measure up against Amer-
probably nobody else as well ported to have taken her car and refused be fore Rather, he would look for ways of ican undeiwriter-s9 Well, as Dogberry said,

As for the underwriters themselves, if her permission to enter the house-they coping with the problem and as a result, capai isons are odoroust



HOVWVVW DO YOU KNOW IF

YOU HAVE THE RIGHT

FIDUCIARY LIABILITY POLICY 7?7

THE INSURANCE BUYER'S ERISA QUIZ

D Does your policy limit coverage to persons defined as fiduciaries?

0 Does your policy limit coverage to wrongful acts of insureds only?

El Does your policy provide defense costs within the limits of liability?

0 Does your policy limit loss to damages by definition, and exclude non-pecuniary

claims?

[3 Does your policy by definition exclude employee benefits liability losses?

El Does your policy include outside persons as insured fiduciaries?

[3 Does your policy contain a limited retroactive acts exclusion?

Il Has your policy been purchased without the advice of competent legal counsel who
has rendered an opinion in writing as to which contract he felt offered the broadest

coverage?

If the answer to any of the above questions is
"Yes;' the chances are you have probably pur-
chased the wrong policy. And the real problem
is that you will probably never know until you

have an uninsured loss.

How do you know you have the right fiduciary
liability policy? There's only one way -to coyn-
Dare. Remember-aU policies are not created
equal. While all contracts may appear to be
similar, there can be substantial differences in
their terms and conditions -differences which
can be very significant - and costly. And, un-
fortunately, it's impossible to compare policies
without a thorough understanding of the law.
(ERISA)

The Professional Indemnity Agency, direct
Lloyd's correspondents, is one of the very few
insurance underwriters qualified to make sound
recommendations. Fiduciary liability coverage
is our business -our only business. We under-
stand this is a difficult business -and we re-
fuse to take the easy way out. Combining a
Fiduciary Liability and a Directors and Offi-

cers Policy may serve the best interests of the
insurance carrier and the broker, but it may
not serve your best interest because it may not
give your people the complete protection as
provided by the RI.A. form. The responsibil-
ities of persons covered under each policy are
quite different; in fact the law (ERISA) man-
dates this conflict. RI.A. does not deal directly
with insureds, but we will be happy to make
our facilities available to your agent or broker.

Before the enactment of ERISA, your sole re-
sponsibility was the guarding of corporate as-
sets. But now, because of this law, (ERISA)
you are faced with the tremendous additional
responsibility of protecting the personal as-
sets of your directors, officers and other em-
ployees. You've got to be sure. Youte got to

compare. You'Ve got to talk to the experts ...
NOWwV!

Professional Indemnity Agency
3901 North Meridian Street

Indianapolis, Indiana 45298
Tel. (317) 924-5311 (212) 421-2033

For more facts circle 78 on reply card
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Chief defends endangered OPIC

By JERRY GEISEL

WASHINGTON-When the Fi-
lon Exploration Corp. of Denver,
Colo., sought drilling partners in
the search for oil in Jordan, it
found no takers. Companies told
Filon that the political risks were
too great to risk a major invest-
ment.

But thanks to the assistance of
a poorly understood outfit known
as the Overseas Private Invest-
ment Corp., Filon was able to ob-
tain $20 million in political insur-
ance that protects the company
from such risks as war, insurrec-
tion and currency inconvertibility,
Filon's search for oil can go on.

Other companies seeking in-
surance protection for their in-
vestments abroad may not be so
fortunate. A strong move is under-
way in Congress to kill OPIC.

This isn't the first time brick-
bats have been tossed at OPIC,
the government agency that in-
sures companies against expro-
priation, inconvertibility and war
risks to encourage U. S. firms to
invest in less developed countries.

But this year the attacks seem
especially sharp and OPIC offi-
cials fear they may induce Con-
gress not to renew OPIC's under-
writing authority and to disband
the agency.

While the Senate voted 69- f2
last fall to continue OPIC until
Sept. 30, 1981, the House still has
not acted on companion legislation
extending OPIC. A vote on the
House bill is scheduled for later
this month and the outcome is in
doubt.

In the meantime, OPIC's un-
derwriting authority expired Dec.
31, 1977. That means OPIC no

r'"'t€rnational-1

longer can issue new policies un-
til Congress decides its future.
Current policies remain in effect.

As in past years, OPIC's biggest
foe is the AFL-CIO. During its
December convention in Los An-
geles, AFI=CIO president George
Meany caned for

OPIC's termination.

personally

The AFL-CIO maintains that at
a time of high domestic unem-
ployment, there is no need for a
U. S. agency that encourages in-
vestment abroad and results in a
loss of jobs for American work-

But, acting OPIC president
Rutherford M. Poats takes issue
with the oft-repeated charge that

OPIC decreases employment op-
portunities for U. S. workers.

In the first place, OPIC rigor-
ously screens applications to de-
termine what effect each invest-
ment project will have on the
U. S. economy. Applications that
have an overall negative impact on
U. S. jobs are rejected, Mr. Poats
said.

Imports do cost American jobs,
he admitted, but those imports
come from major industrialized
nations such as Japan and Ger-
many, not from the less devel-
oped nations with pel- capita in-
come under $1,000, where OPIC
encourages investments.

The availability of OPIC in-
surance against expropriation, rev-
olution and insurrection has en-
abled U. S. companies to intensify
their . costly search for oil and
raw materials. Many companies,

s SOME PEOPLE"S QUICK PAYMENT POLICIES
. ARE JUST IDLECLAIMS

The company s#:1, K,you.1*,d an acci- .bebns*ered promptly and efficiently.
dent, you'd be 6191 El&kly. But after a In the evert of an accident, our expert

week on the gr und wjth no payment claimsmen will respond immediately,

,In sight, you' re -wonderin g+
cia*n went.

Sound irrcredible? Fact istsmany so-
called quidl< payment policiES are not faction with our service. Ask your agent
what they're made outto beijut

. when you're'in'sured witA As-
sociated Aviation Underwriters,
you can be sure your clajms will

Associated Aviation Underwriters
90 John Street N.Y., NY. 10038

ATLANTA

CHICAGO

DALLAS DENVER

-

DETROIT

e the because we know how valuable your
operating time is.

Our reputation rides on your satis-

or broker about us today and

KANSAS CITY LOS ANGELES

For more facts circle 56 on reply card

fina out how quick, reliable ser-
7 vice can be a reality- instead o f

4 | just an idle claim.

SAN FRANCISCO

like Filon, would not risk ex-
ploration without insurance pro-
tection, he argued.

Other critics charge that OPIC
only aids "fat cat” Fortune 1,000
companies and isn't doing its part
to help smaller companies.

Mr. Poats said OPIC is doing a
"manful effort” to increase small
business participation. The agen-
cy, for example, on an experi-
mental basis pays brokerage fees

to U. S. brokers who bring small
business investors to OPIC result-

ing in a contract

These fees typically range from
10% to 15% of the first year
premium. OPIC will pay 10 % of
the first year premium, or a min-
imum of $250, provided that does
not exceed half of the first year
premium. OPIC will also pay 2%
of premium for renewals.

Still, Mr. Poats acknowledges
that smaller company participa-
tion never will rival that of the
large companies since smaller
firms often lack the capital and
the technical expertise to go
abroad. Others simply are not in-
terested.

One change OPIC can live with
is Congress's move to reverse a
1974 decision that required OPIC
to turn all underwriting arrange-
ments over the private insur-
ance companies, which had shared
underwriting arrangements with
OPIC, by 1980.

Now Congress has told OPIC to
end ts joint underwriting ar-
rangements with private insurers.

Under the new underwriting
arrangement, OPIC will supply
direct underwriting coverage. The
role of the private insurers witl
be limited to reinsurance.

To that end, a consortium of 14
U. S. and foreign insurers, known
as the Overseas Investment Re-
insurance Group, has been formed.
It will replace the old Over-
seas Investment Insurance Group
formed in 1975 in which OPIC
shared direct underwriting risks
with the private insurers.

The Reinsurance Group has pool
liability limits of $40 million per
country and $80 million annual
aggregate subject to per project
stop losses of $2 million for in-
convertibility and $10 million for
expropriation. The 14 members of
the Reinsurance Group have sub-
scribed to $5.3 million per country
and $10.6 million annual aggre-
gate of the pool.

But the Reinsurance Group
may only be a pipe dream.

If Congress does kill OPIC, it
will mean the death of an agen-

cy that has provided insurance

and investment assistance for

U S. companies investing in 90
foreign countries. -
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Consolidated program

is finally completed;
Mattel looks ahead

By JOANNE GAMLIN

HAWTHORNE, Calif.-With the
Incorporation of its Australian
coverage this month, Mattel Inc.
heaved a sigh of relief. Its inter-
national insurance program, begun
in 1974, was complete at last.

For the next three to five years,
the nearly HOC) million multina-
tional company, known best for
its toys, can turn its attention to
new approaches for the program
which provides comprehensive
property and liability coverage for
subsidiaries in eight nations and
two hemispheres.

One obvious possibility is a cap-
tive.

"Our foreign subsidiaries will
have to grow some in order to
make the captive concept worth-
while,"” observed assistant treas-
urer John G. Pinner.

Eventually, Mr. Pinner believes,
Mattel would like to take advan-
tage of the cost savings offered by
a captive for foreign subsidiaries.
rhese savings are more signifi-
cant, he said during an interview,
than they would be for domestic
companies because of the tax im-
plications.

"There are a number of com-
panies that utilize captives only
for offshore properties,"” he said.

Mattel, which derives about
25 % of its toy sales outside of the
United States, began the transfor-
mation into a multinational con-
cern in the late 1960s when it ac-
quired companies in Germany ana
Italy and formed a firm in France
to market toys. In the other half
of the globe, Mattel has a sales
organization for toys in Australia
and Japan as well as production
facilities in Hong Kong, Taiwan
and the Philippines.

A large manufacturing and sales
facility also exists in Canada, al-
though insurance coverage for that
northern neighbor has long been
included in Mattel's domestic in-
surance program. Canadian prop-
erty insurance, therefore, is han-
dled by Allendale Insurance, the
parent's insurer. Liability cover-
age As also underwritten by Mat-
tel's domestic carriers.

Mattel became conscious of a
Nneed for an international insur-
ance program with its expansion
into Europe and Australia.

"In the early 1970s, Johnson &
Higgins cautioned us that the kind
of international exposure Mattel
had should be handled at the cor-
porate level," he recalled.

Mr. Pinner said that Mattel
senior management later agreed
and gave the nod to J&H to form-
ulate an international program.

At the time J&H made their ini-
tial presentation, Mattel did have
one worldwide coverage in place
arranged by the Los Angeles of-
fice of Marsh & MelLennan. It
was a worldwide business inter-
ruption policy, protecting all di-
rect and contingent business in-
terruptions throughout the world.

The program was later com-
bined into the J&H international
coverage and in 1975 Mattel
named Johnson & Higgins of Cal-
ifornia to be its major broker for
domestic coverage replacing M&,M.

The-J&H-.designed international
program was begun by placing,
one by one, the eight countries
under the - worldwide property
policy underwritten by American
[nternational Underwriters (AlIU),
he said. The bldnket policy will
automatically compensate if any
ipecific exposures should be found

Flit€rnational-1

to be uncovered.

Elva Wilson, who works for Mr.
Pinner as Mattel's insurance man-
ager, pointed out that the local
coverages under the worldwide
policy are designed to be as ex-
tensive as possible in order that
the subsidiaries being covered can
pay the premiums locally.

"Income tax difficulties could
arise if the local companies ,could
not pay the premiums locally,”

Continued on following page
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Mattel program .

Continued from preceding page
she elaborated. "Moreover, pre-
miums are required to be paid 10-
cally in some countries.”

Mr. Pinner observed that the
property insurance requirements
vary markedly among the seven
nations (excluding Canada) where
Mattel has facilities. In order to
standardize the varying local
property coverages the interna-
tional program is similar to a
domestic difference-in-conditions
(DIC) policy.

The one important common
thread that pervades the interna-
tional property coverages are low
deductibles. "Outside of the Unit-
ed States and Canada, you don't
get much credit for deductibles,”
observed Mr. Pinner.

Mattel has four other interna-
tional coverages: liability, direct
and contingent business interrup-

tion, marine open cargo and a
blanket crime bond.

Liability coverage is not the
searing concern that it is in the
United States, he said. Many of
these countries lack a contingency
fee system for attorneys, meaning
that much of the population is

without the means to sue.

Granite State Insurance Co., a
part of AlU, underwrites the in-
ternational liability policy. It has
no deductibles except for $1,000
for each loss under the fire legal
liability.

The international direct and
contingent business interruption
coverage consists of six insurers in
addition to MU. This blanket pol-
icy replaces Mattel's old world-
wide Bl policy drawn up by
Marsh & MelLennan. It carries a
self-insured participation oh any
adjusted loss or occurrence on the
first $4 million of coverage.

Marine open cargo coverage is
underwritten by a Japanese firm,
Taisho Marine & Fire. It has sep-
arate limits for any one vessel
and for any one aircraft. Under-
writing the blanket crime bond is
The Hartford Accident & Indem-
nity Co.

The foreign toy subsidiaries
take their 1css reporting clues from

'Outside the United States and Canada, you
don't get much credit for deductibles.'

a 20-page booklet entitled, natur-
ally enough, the "International In-
surance Guide." It outlines basic
information on the five coverages
and details precise loss reporting
data. For example, foreign insur-
ance personnel are advised that
property losses are to be reported
to Mr. Pinner "as soon as possible
by telex-followed by letter.” In
addition, they are given the
name, address and phone numbers
of the local J&H office in their
respective counties arid instructed
to report all loss information there
as well.

As for loss control efforts, Ital-
ian and German subsidiaries have

A Risk Management |
Program Witnout A L
Recovery Conti

iIncomplete.

Loss Recovery by professional

Contact USCC now. Sure.-ycu hope

salvors is a proven way insuraince com-
panies minimize their losses on claims.
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(Chicago)
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-John G. Pinner

Mattel Inc.

up-to-date sprinkler systems, Mr.
Pinner pointed out, noting that
loss control overseas is under the
auspices of Johnson & Higgins
Loss Prevention in conjunction
with *1U.

"They do almost too good a
job," he commented. "They try to
apply U. S. standards to the for-
eign operations and we attempt to
comply with them most of the
time.”

Nevertheless, he said that the
loss control standards act as ex-
ce11ent guidelines.

On a par in importance with
the nicely styled interna,tional in-
surance booklet is the conscious
public relations effort Mr. Pinner
and Ms. Wilson make on behalf
of the program.

What the two insurance officials
want to avoid is having "a bunch
of hostile people sitting over
there." Consequently, the assistarYt
treasurer, who spends only about
35% of his time on insurance is-
sues, said that the effort strives to
enlighten foreign personnel on
what he and Ms. Wilson are doing
in the intern'ational area.

Employes of the foreign- opera-
tions are first introduced to the
J&H  representatives in their
country. In addition, these em-
ployes meet with Mr. Pinner and
Ms. Wilson during their semi-an-
nual visits to Mattel headquarters
in California.

"At these times, we tell them
what we intend to do and get
their input,” explained Mr. Pin-
ner. "We want them to view what
we are doing in an enthusiastfc
light."”

The local foreign brokers also
visit Mattel in California on the
average.of once a year, he said.

Next year, however, the tables
will be turned when Mr. Pinner
undertakes his maiden overseas
business trip for the international
insurance program.

"I've been to Canada quite a
bit," .he saill, "but | have not
journeyed abroad before because

most of the big dollar values are
in the United States.™ -

Fire losses up

Fire losses in the U.S. in Nov-
ernber caused estimated losses of

$259 million, up 8.8% from the
same month in 1976.

The people with

know-who in

RUTLAND, VT.
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Firms aren't aware

By JOANNE GAMLIN

LOS ANGELES Multinational
corporations employing a sizable
workforce abroad may be invest-
ing an appropriate amount of
time and money figuring out the
cost of their domestic retirement
programs. But are they aiming
for an equally realistic perspec-
tive on the cost of the pension
and mandatory termination in-
demnities of their overseas em-
ployes?

The answer is a blunt "no," be-
lieves Dart Industries's Roger A.
Petersen.

Mr. Petersen, manager of in-
ternational benefits and employe
services for the $1.5 billion
corporation headquartered here,
doubts that U.S. corporations
have more than a dim notion of
their financial obligation in the
pension and termination indem-
nity/seniority bonus areas, par-
ticularly in Western Europe, Cen-
tral America and South America,
where liabilities are rising espe-
cially rapidly.

"Possibly the biggest and most
serious area of neglect for multi-
national companies lies with their
coming to grips with the cost of
the value of mandatory termina-
tion indemnities and company
operated pension plans in foreign
nations," he said during an inter-
view.

"The actuarial basis used in
plans internationally may not be
the same, and in most cases is
not the same, as the actuarial
base used in the United States."

Best known for two lines of
consumer household products,
West Bend cookware and Tupper-
ware products, Dart does business
in over 30 nations. Mr. Petersen
is employed in the employe ser-
vices department which he de-
scribed as an "inhouse broker
or consulting firm" to field loca.
tions.

While the company uses out-
side brokers in various roles,
none is responsible for the place-
ment of business with insurance
carriers.

When Dart sets up an operation
in a foreign nation where it be-
lieves company-sponsored em-
ploye benefits are needed, it is the
task of Mr. Petersen's department
to analyze the statutory benefits
and to evaluate the competitive
environment in which the new
unit operates.

INn concert with the local unit,
that information is translated into
an employe benefit program, If
the program includes a pension
plan, it will be approved by the
retirement plans committee, a
subcommittee of the board of di-
rectors. This group approves all
pension plans before they are
adopted by Dart.

Virtually all the international
retirement programs approved by
this body are integrated with the
local social security laws.

Mr. Petersen says pensions and
termination indemnities/seniority
bonuses deserve more attention
than health aild life programs
because they represent a long
term liability while medical and
life programs do not.

"Group medical is really not an
insurance program,” he asserted.
"It is a transfer concept with
rates tied to experience. What
you are doing with group health
is having somebody dispense
money for medical benefits.

"A pension plan, by contrast,

IN MICHIGAN ......

WORKERS' COMPENSATION

SELF-INSURANCE PROGRAMS

n: . Significant savings along with good Safety and Claims controls are attractive
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For the most part, overseas . .. . .
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per level executives as dictated YEAGER and COMPANY, Inc.
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are accustomed to government 313/353-3000
provided benefits, salaried em-
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Dart benefits...

Continued from preceding page
the legal requirements, he said.

When establishing an offshore
employe benefit plan, U.S. firms
face the choice of whether to
T"contract in'sfcontract out”
of the local social security pro-
grams. He observed "contract in"”
is the current buzz word among
his colleagues at other multina-
lionals.

With long term presence in the
United Kingdom, Dart opted to
"contract in" to that nation’'s so-
cial security program. Mr. Petersen
stressed the decision was based on
financial and not competitive
reasons. By contrast, he noted
that most U.S. firms in Britain
are contracting out from the so-
cial security system there.

"Because of the indexation of
benefits to the cost of living in
the United Kingdom and the con-

If you're exporting the product you make or

commitant potential for invest-
ment loss through private fund-
ing, we decided to not shoulder
the private commitment,” assert-
ed Mr. Petersen.

So far, the United Kingdom is
unique in mandating the indexing
of pension benefits. Dart, how-
ever, is closely monitoring devel-
opments in this area in other
Western European nations in the
belief that this is an area where
multinationals should remain on
the alert.

He went on to explain that one
reason why Dart has a policy of
integrating its benefits with the
local social security systems is
that benefits can fluctuate ac-
cording to the government that
is in power.

A company could design a plan
paying a high benefit that is not

integrated, he pointed out, and
then be ordered a year later to
support a governrment program
that does virtually the same
thing. The result would be twice
as much benefit accruing to em-
ployes as they merit, he said.

INn Spain, for instance, there
has been a dramatic rise in the
social security wage base from
from around 588,000 pesetas to
965,000 pesetas. "This is the basis
for Spain's social security bene-
fit. We have a pension plan in
that country. So if we weren't
integrated, we'd have problems."”

Mandatory termination indem-
nities, as well as seniority bon-
uses, are part and parcel of the
retirement scene abroad, accord-
ing to the international employe
benefits manager. He said the
termination indemnities are as
big a worry in terms of fast
rocketing liabilities as are pen-
sion plans.

Termination indemnities man-

date companies to pay employes,

FCIA

gives
exporters
alotof

credit.

Third, in more than 140 countries
around the world, an FCIA policy is protee-

the services you provide, you should know

how FCIA can help you.

First, FCIA insurance lets you extend

credit terms to your overseas customers.
That makes your products more competitive opening new markets you might have been

Second, in the U.S., an FCIA policy can
be used as collateral for more flexible

financing. FCIA is backed by 53 of our
country's leading marine, property and

casualty insurance companies. And by

Eximbank, the Export-Import Bank of the
United States.

when they leave their jobs, a cer-
tain amount of money for each
month of service. Some countries
such as Mexico, he noted, add a
seniority benefit on top of the
termination benefit.

Dart is ahead of many multi-
national companies in taking a
realistic look at the costs of pen-
sion and termination benefits,
contends Mr. Petersen. Termina-
tion indemnities/seniority bonuses
and pension benefits, for example,
usually are valued by local actu-
aries. What's more, Dart book re-
serves many termination benefits
and in some cases can receive a

tax advantage for doing so.

"In Italy, we book reserve the
cost of termination indemnities
and take a tax credit for the
move," he elaborated. "In Mexico
and Venezuela, we get a tax
credit but only for funding the
seniority bonus."

But while he may be the one
to design the concept for employe

tion against the loss of dollar obligations
due to commercial and political risk That
should make you feel more secure about

just a little hesitant about going into.

It all adds up to this.

You do America a good turn by

exporting your goods and services.

And your profits can be even better

abroad than they are here.

411 in all, it's a pretty picture, right?

F Dl

Foreign Credit Insurance Asso:iation
Foreign Credit Insurance Association Headquarters Office: One World Trade Center New York, NY 10048
Regional Offices: Atlanta (404) 522-2780, Chicago (312) 6414915, Cleve.and (216) 5234520, Houston (713) 6524974

Los Angeles (213) 624-8412, Milwaukee (414) 224-0240, Washington, D.C (202) 638-5028.

acceptance for what Dart is doing
overseas, Mr. Petersen noted that
it is generally company policy to
delegate the actual employe con-
tact to local management.

"It is their company, they are
operating it and their employes
should learn about the plans from
them, the local management," he
said.

The potential employe relations

bombshell of losing money on re-

tirement investments

program
has been taken care of, Mr. Pe-
tersen believes, by Dart's policy
of relying on insurance contracts
for investment vehicles. In Eu-
rope, Swiss Life Insurance &
Pension Co. is used by Dart for
pension reserves. In Australia
and New Zealand, Dart uses an-
other insurance company, Aus-
tralia Mutual Provident Society
(AMP), a John Hancock affiliate.

Noting the financial advan-
tages of Swiss Life's master cov-
er contract, Mr. Petersen said
that Dart employs a variety of
insurance contracts for different
goals.

A deposit administration con-
tract, similar to a managed
fund, is used in Great Britain,

for instance.

Along with protecting the in-
vestments against wrenching
losses, the contract also functions
as a means of helping to provide
portability of pension benefits
for employes transferring be-
tween subsidiaries participating
in the master cover contract. The
contract also provides a means of
reducing medical and life insur-
ance costs, he underscored.

"We have life and medical in-
surance with Swiss Life through-
out Europe,” he explained. "The
master cover contract enables us
to pool the life and medical ex-
perience with subsidiaries within
each country and in other coun-
tries covered by the contract.” The
hefty payoff is second stage divi-
dends for life and medical pro-
grams for subsidiaries all over
Europe.

Generally speaking in the rest
of the world, he noted, life and
medical experience is pooled on
the international group program
(IGP) of the John Hancock Mu-
tual Life Insurance Co. of Boston.

Multinationals that do not uti-
lize the numerous international
pooling networks that flourish
abroad are not only being foolish,
maintains Mr. Petersen. They are
losing money.

Spending any more money than
he absolutely has to on employe
benefit programs is something

that Mr. Petersen does not in-
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Common Market draft

on product liability

By JERRY GEISEL

BRUSSELS-The controversy
that continues to surround a plan
to give the nine rnembers of the
Common Market a uniform set of
product liability laws makes it un-
likely that any proposal will be
implemented before the early
1980s.

European consumer groups ob-
ject to a statute of limitations that
would end a manufacturer's lia-
bility 10 years after a product is
first put into use. Consumers want
a much longer period of liability
for manufacturers.

Business interests believe a 10-
year statute of limitations is too
long-contending five years would
be more appropriate-and they
are concerned about wording in
the directive that makes it un-
clear if contributory negligence by
a plaintiff is a defense against li-
ability.

Despite the objections, observers
of the European product liability
scene believe the European Eco-
nomic Community is on the road
to adopting the theory of strict
liability contained in the directive.

The drive is fueled by a desire
to end the hodgepodge of varying
product liability laws in the EEC
which distort competition by
placing a greater burden of lia-
bility on manufacturers in some
countries than in others.

But before that can happen, sev-
eral roadblocks must be cleared.
The 144-member EEC Economic
and Social Committee and the
European Parliament both must
issue reports on the proposal.
That is unlikely to happen before
1979.

After the European Parliament
and the Economic and Social Com-
mittee issue their opinions, the
Nnine-member Council of Minis-
ters will vote on the directive.

If the Council of Ministers ap-
proves, EEC countries would have
up ,to 18 months to pass legisla-
tion closely corresponding to the
directive's principles.

If the council does approve the
directive, European corporations
will be operating under a code
that in some cases is tougher than
the theory of liability that guides
U. S. courts.

In the U. S., for example, an
injured plaintiff must prove a
product was defective at the time
it left control of the manufacturer.
Under the EEC directive, how-
ever, the manufaoturer would
have to prove the product was not
defective when it left his hands.

"This a tremendous shift in the
burden of proof (from the pdain-
tiff to the manufacturer) which
goes far beyond American law,"
said Frank A. Orban IIl, vp and
executive director of The Re-
search Group of Charlottesville,
Va., a legal consulting firm that
monitors worldwide product li-
ability developments.

Furthermore, another section of
the directive would make a manu-
facturer responsible for "develop-
ment risks"-those resulting from
a defect which was unforesee-
able and unavoidable "in the light
of the scientific and technological
development" at the time the
product was first put into use.

The directive, though, does of-
fer a series of protective clauses
for the manufacturer. The direc-
tive sets a limit of $27 million 6n
the damages that can be awarded
against one company for personal

F "t€rnational
Update
injuries. Liability for property
damage is limited to $18,000
while liability for movable prop-
erty is $60,000 on an individual
rather than cumulative basis.
Damages for pain and suffering
would not be allowed and re-
tailers and wholesale-distributors
would be excluded from liability
since including them would in-
crease the price of products with-
out offering any added protection
Continued on following page
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group with 750 offices
worldwide. Thus we can
offer local, on-the-spot ser-
vice when and where you
need it.

If your organization is
multinational, you know
how valuable that can be.

Royal-Globe affords you
an opportunity to improve
the quality of your

corporateinsurance
program.

Your independent agent
or broker can arrange your
international insurance
coverage with Royal-Globe,
tailored to your precise
requirements.

Or contact us for com-
plete details. Royal-Globe
Insurance Companies, 150
William Street, New York,
N.Y. 10038. (212) 732-8400.

Royal-Globe Insurance Companies, for unrivaled service here and abroad.

For more facts circle 80 on reply card



60 / business insurance, February 20, 1978

Common Market...

Continued from preceding page
for the consumer.

VWhile the British favor the
adoption of strict liability, they
have taken the lead in opposing
the directive. A blue-ribbon com-
mission examining liability law in
Great Britain opposed the direc-
tive's exclusion of damages for
pain and suffering as well as the
financial ceiling on liability.

But what has concerned the
British most is that adoption of
the directive might preempt the
British Parliament from acting in-
dependently to refine its product
liability law and introduce a sys-
tem of compensation.

British opposition could stall the
progress of the directive indefi-
nitely since the Council of Minis-
ters rarely will act on a proposal
unless there is unanimous support
from all nine members, said Mr.

Orban of The Research Group.

Other European groups also are
getting into the product liability
scene. The 17-nation Council of
Europe-which includes the EEC
nations and eight other countries
-is studying a lengthy product
liability proposal that is similar to
the EEC directive. If adopted,
though, the Council of Europe
proposal would not be binding on
member nations.

Even if the EEC directive is
adopted by member nations, few
observers believe product liabil-
ity problems in Europe will begin
to rival the problems that manu-
facturers face in the United States.

Europe lacks the specialized
sophisticated plaintiffs bar that is
found here, experts argue.

"In general, you don't have in
the European bar, the detailed
technical expertise, particularly in

FRANK ORBAN: European lawyers

do not have the technical sophisti-
cation of the American bar.

design defect,” Mr. Orban said.
In the U. S., "we have lawyers
who know about as much as how
a car is put together as the best
designer at Ford Motor Co."
Aside from lacking the techni-
cal sophistication of their U. S.
counterparts, European trial law-
yers generally do not operate on
a contingency fee basis. ,

RIMS panel assists
Iits colleagues abroad

NEVV YORK-The RIMS In-
ternational Cooperation Commit-
tee does not act as "mission-
aries” for risk management
groups overseas, but it has helped
risk managers in several coun-
tries to establish national risk
management organizations.

The eight-member committee,
chaired by Robert E. Abraham-
son, manager of risk manage-
ment and corporate insurance for
Control Data Corp. of Minneapo-
lis, acts primarily as a liaison
between RIMS and risk manag-
ers and their organizations
abroad. Each committee member
is assigned responsibility for sev-
eral- countries.

"We're an international public

relations arm of RIMS,"” Mr. Ab-

Ifwe didn'town ourselves,

m4bewewoukinl: be theleading
US.insurance broker overseas.

Until Johnson & Higgins did, no one

offered American multinationals this

insurance brokerage concept: our
own foreign offices coordinated

with exclusive correspondents in a
world-wide network.

This assures the same direct

service and account management <
control overseas that J&H provides
domestically. Internationally, we
can respond instantly In 104 major
cities of the world. Including

such rising c niE[

-

Bob Beane, J&H Vice President,

headquartered in Madrid.

s asTeh

ong Kong, -

%1

"o «-

Sihgapore and 9:*.] li__

Taiwan.

T his fact

alone can be

vital to the

conception and
management of

the overall risk .d. i1 4 -, -

programs of

major international companies.
Just as vital, we feel, is the
universal way J&H brings its
specialty services to bear.
Property Loss Control is an

example. We perform it -

uniformly everywhere.
Although the idea of Loss

Prevention is really beginning to

blossom overseas, J&H has been

advancing it for decades. Because we major broker that is. And that helps

knew it would eventually be most
cost effective for our clients.

BRI = AL

1 1177 - S\/7

Hugh Hausman, left, Vice Presidert in Teheran, can call on assistance
from Joe Gaudio, J&H Loss Contro Specialist in our Milan office.

us start things sooner. And stick
with them longer. Isn't that what

We're a private company, the only being a leader is really all about?

Johnson™*«iggins

The private insurance broker
We answer only to you

RISK AND INSURANCE MANAGEMENT SERVICES,EMPLOYEE BENEFITAND ACTUARIAL CONSULTING. THROUGHOUT THE WORLD

For more facts circle 76 on reply card

rahamson said.

The committee has helped risk
managers establish organizations
in Switzerland and Sweden and
is working with risk managers in
Brazil, Israel and Spain who
have expressed interest in form-
ing their own groups.

When interest in a risk man-
agement group exists in a coun-
try, a member of the committee
will encourage that a dinner be
given where that member can
make a presentation, lead a dis-
cussion and let those in attend-
ance decide whether to form an
organization, Mr. Abrahamson
explained.

"If they have the right people,
they might get it going and come
back to us for ideas,” he added.

Local brokers. interested in do-
ing business with more profes-
sional people, are often the im-
petus for establishing a risk man-
agement group, said Mr. Abra-
hamson.

That was the case in Switzer-
land, where a leading broker
proposed the idea to the risk
manager at a major pharmaceu-
tical firm. The organization has
since grown to 60 members.

However, setting up risk man-
agement groups all around the
world is not the RIMS commit-
tee's goal, explained Mr. Abra-
hamson. "We're not looking to
set up a risk management organ-
ization in Angola."”

Countries which presently have
risk management groups include
Australia, Belgium, France, Ire-
land, ltaly, Japan, The Nether-
lands, New Zealand, South Af-
rica, Sweden, Switzerland and
West Germany. A European risk
management group, based in Bel-
gium, includes members from
several EEC countries.

An increasing number of for-
eign risk managers attend the an-
nual SUMS conference to take ad-
vantage of worldwide insurance
contacts. RIMS is also planning to
have preliminary discussions with
the European group for the pur-
pose of establishing stronger ties.

However, RIMS does not want
international organizations to be-
come chapters of RIMS, even
though foreign risk managers are
welcome to join the group, Mr.
Albrahamson said. He added that
a worldwide risk management
group isn't on the docket since it

would be too cumbersome. -

The people with

know-who in

NEW YORK CITY

are
JOHN F. CURRY AGENCY
225 Broadway
374-1500

SEE OUR AD ON PAGE 3



International direct

This partial listing of available
services around the world was
compiled from material sub-
mitted by providers of services.
It does not attempt to list all
rzvailable international risk man-

figenfent services.

APIA

AFIA writes all forms of overseas
property, casualty, marine, accident and
health and surety insurance. It also un-
derwrites life insurance in some coun-
tries. AFIA Reinsurance writes all class-
es- of reinsurance except life. Operating
in 80 countries, world headquarters are

in Wayne, N.J., with regional headquar-
ters around the world. The North
American region and AFIA Reinsurance
are headquartered in New York City.
AFIA's system includes more than 5,000
agencies abroad.

Contact Harold Christensen, president,
World Headquarters, 1700 Valley Road,
Wayne, N.J. 07470, phone (201) 696-0200.
AFIA Reinsurance. Lance La Bianca, 110
William St., New York, N.Yy. 10038,
phone (212) . 732-9070. William Crowley,
AFIA, 110 William St., New York, N.Y.
10038, phone (212) 964-4990.

Alexander & Alexander

Alexander & Alexander, international
insurance brokers, provides risk man-
agernent counseling and insurance-re-
lated services for a range of needs in-
cluding risk surveys, risk analysis, loss
control engineering, cost studies, claims
and loss assistance, safety procedures
and programs and marine average ad-
justing.

A&A's foreign credit division analyzes
and places political risk insurance and
offers risk analysis for contingencies re-
lated to overseas investment. Its inter-
national employe benefit services divi-
sion provides counseling and insurance
services.

For information about international
services contact Peter F. Reid; for em-
ploye benefits contact Richard B. Preble.
Both are at A&A's New York head-
quarters, 1185 Avenue of the Americas,
N.Y. 10036. phone (212) 575-8000.

The coordinating office for Europe,
the Middle East and Africa is A&A,
Aldwych House, Aldwych, London WC-
2B 4HH, England. Managing director
(Europe) is William E. Bray, phone 01-
242-0658, telex 22247 ALEX UK G, cable
ALEX ALEX. Latin American opera-
tions are coordinated in Miami by Os-
waldo St. Blanchard, 51 S. W. LeJune
Road, Miami, Fla. 33134, phone (305)
445-3621.

AlU

American International Underwriters
writes casualty, fire, inland marine,
boiler, accident and health, bonds and
surety, auto, marine, aviation, financial
coverages, life and personal insurance
#ackages. It specializes in oil and petro-
chemical risks outside the U.S., large
worldwide casualty retro programs and
builders risks.

AlU has a Bermuda captive manage-
ment operation in Hamilton. It opened
an office in Ireland in 1976. AIU also
maintains a branch of National Union
Fire Insurance Co. in Saudi Arabia, the
only American insurer with a branch
office there.

Contact Michael J. Towmey, AlU, 102
Maiden Lane, New York, N.Y. 10005,
phone f212) 791-7019, telex WU 62435,
cable AMINTERSUR.

The people with

know-whoin

CHICAGO

are
MACK & PARKER, INC.
209 South LaSalle Street

346-1221
SEE OUR AD ON PAGE 3

Arkwright-Boston

Arkwright-Boston Insurance offers

services to mMmultinational companies
with both coverage and engineering
geared to HPR properties. The coverage
offered includes fire and EC, boiler and
machinery, DIC, GAP, inland marine
and ocean cargo. This service is pro-
vided through Factory Mutual Interna-
tional, a jointly owned affiliate based
in London with major offices in Paris,
Frankfurt, Brussels and Melbourne. Fae-
tory Mutual International provides the
legal means to insure properties accord-
ing to HPR standards.

For rnore information contact the
near€st Arkwright-Boston office in At-
lanta, Boston, Cleveland, New York or
San Francisco. Or contact the interna-
tional division, 225 Wyman St.; Walth-

am, Mass., phone (617) 890-9300.

International Agents Assn.

The Assn. of International Insurance
Agents is a group of 30 executives from
insurance agencies performing risk eval-
uation,.claims adjusting services and in-
surance placement assistance overseas.
Services are available to any client of

any member. Agencies represented in-

60% or 66 2/3% of an employee's basic monthly

clude: Fry-Zelnicker-Mitchell Agency
1 Alabama), Olliver/Pilcher & Associates
(Arizona), Rebsamen & Associates (Ar-
kansas), Cal-Surance Associates and
Crestwood Insurance Associates (Cali-
fornia), Longmont Realty & Insurance
Co. and Warren & Sommer (Colorado),
(Florida),

Oberdorfer Insurance (Georgia), Diver-

Gallagher-Cole - Associates
sified Insurance Brokers (Idaho),- In-
surance & Risk Management (Indiana),
Hartwig Moss Insurance Agency (Loui-
siana), Herbert A. Sullivan (Massachu-
Gilbert-Magill Co. (Missouri),
Slawsby Insurance (New Hampshire),
C. J. Simons & Co. CNew Jersey and
New York City), Sidney I. Friedlander
Inc. (New  York),

Agencies (Ohio), Ledbetter Insurance

setts),

Atkinson-Dauksch

Agency (Oklahoma), Cohen-Selzer Inc.
(Pennsylvania), Arthur L. Owen Co.
and Rathmell & Co. (Texas), S. L. Nus-
baum Insurance Agency (Virginia), Hur-
ley Atkins & Stewart (Washington),
Putnam Knudsen & Weaver Inc. (Oak-
Calif.),

Associates Inc. (Kansas) and Brandow

land, Insurance Management
Howard Kohler and Rosenbloom Inc.
IMinnesota), Hunter Rowell & Co. (Can-

ada).
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Foreign affiliates of the AIlIA are
P. W. Kininmonth Ltd. (London) and
Condedo (Puerto
Rico).

For further information contact the

Insurance  Agency

International Administrative Office of
the AIIA at 368 Cedar Lane. Teaneck,
N.J. 07666, phone (201) 692-1700.

Assurex

Assurex International is a worldwide
corporation of insurance brokers and
agents with over 70 offices in major
cities in the United States, Canada,
Mexico and 16 countries in Europe.
South America and the Pacific. It pro-
vides risk management, insurance and
related financial services to clients. For
information on the international insur-
ance services available through the
partner firms contact Robert P. Ashlock,
executive yp, Assurex International,
6500 Busch Boulevard, Suite 208, Co-
lumbus. Ohio 43229. phone (614) 888~
4869, or call your local Assurex partner.

D. A. Betterley
D.A. Betterley Risk Consultants. a
management consulting firm established
in 1932, concentrates on identification

Quote Us

It was time for a change in our Group Long Term Disability coverages. And we made it.
The result? Our new LTD product is even more buyable. Check these quality features for your
clients, then write and ask us for complete details: First, we will provide LTD coverages without
requiring other coverages; sthedules providing 50%%, - -

FY, pl deliver your Group Long Term ,

earnings are available; monthly maximums of
from $2000 to $3000 are available; for the first

3 years, total disability means the inability to perform |
the duties of one's own occupation. What's more,

groups with as few as 10 employees can buy it.

This is a 20th century LTD Program. Designed for

today's needs. And you can quote us on that.

and control of property and liability
risks. Risk treatment areas such as self-
insurance, captive insurers, purchased
insurance, other loss funding meehan-
isms as well a loss control and risk
management administration are offered.
Comprehensive services on a study or
continuous Mmanagement basis to cor-
porate, institutional or governmental or-
ganizations in the U.S., Canada, Europe
and South America are available. Con-
tact Delbert A. Betterley, VWorcester
Plaza, 446 Main St., Worcester, Mass.
01608, phone (617) 754-1704.

George Betterley

George Betterley Consulting Group
have been risk management consultants
to multinational companies for over 40
years. This firm offers analysis of risks,
loss prevention and loss funding pro-
cedures, including utilization of captive
insurance companies. Evaluation of local
country insurance programs and scrv-
ices are also available. Operational aud-
its include organizational structure and
administrative systems. Contact George
M. Betterley, George Betterley Consult-
ing Group, 200 Clarendon St., Boston,

Continued on following page

Disability Income provides Uving Death Protection

Il Life

brochure. We are interested in knowing more about a
flexible LIDapproach. Weare also interested in Group:
C]Pension and Profit Sharing

O Smile Guard Dental OAllocated Investment Dollars

Other-

1 Name

Firm Name

State Mutual of America |

has a lot of good Group ideas.

Available in ali states except California.

Street Address

City

Telephone

Title

State Zip

Mail to: State Mutual Life Assurance Company of America

Worcester, MA 01605. Attn: Mr. Crawford.
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Continued from preceding page underwriting, engineering and claims Venezuela, phone 283-9344, telex 23291, Ltd IS a subsidiary of Commercial Un- lions as a Lloyd's broker Dale provides
Mass 02116, phone (617) 267-4300 facilities for the multinatioral compa- Fernando Siefken, manager, La Federa- lon Assurance formed to provide world- pl opei ty engineering services, with a
nies cion Cia de Seguros SA, Carrera 7, wide risk management services It uses staff of professional engineers and re-

World headquarters are in New York No 32-33, Bogota, Colombia, phone 324- specialists with skills in technical sub- gional engineeling offices in Toronto,
with U S regional offices in Chicago, 405, telex' FOR FEDECOL" 043326, Ra- Jects such as chemical and civil engl- Montreal and Vancouver Dale operates
B F & M Management Ltd special- New Providence, N J, Houston, Los mon Arosemena, manager, Bolivar Cia neering, industual hygiene, environ- its own ocean marine pools and claims
izes in the management of captive m- Angeles, Plttsburgh, and San Francisco de Seguros del Ecuador SA, Casilla mental science, crime prevention, com- to have pioneered the placing of air-
surance companies and reinsurance International representatives are also in 1047, Guayaquil, Ecuador, phone 522- putel security, Industrial security, ac- craft and allied lines in Canada Its

companies The firm is a wholly owned 28 of Chubb's other U S and Canadian 190, telex 043250 counting and asset appraisal aviation department uses all North
subsidiary of The Bermuda Flre & branches In Australasia contact Peter Rogstad, Contact the London or Boston offices American and British markets for these
Marine Insurance Co Ltd, the oldest Contact H G Parker lll, director, in. manager, Vigilant Insurance Co, 22 of CU In London, phone Pat MeNally risks
and largest Bermuda insurance compa- ternational division, 100 W'lliam St , Bridge St, Sydney. Australia. phone at 01-283-7500. in Boston phone Dick Contact the executive office PO Box
Ny The firm has access to the facilities New York, N Y 10038, phone (212) 285- 27-3117, telex 24408 In the Far East con- Lapham at (617) 725-6028 18. Toronto-Dominion Centre. Toronto,
of its parent, representatives o f legal 6690, telex 127439 or D C Benson. in. tact James L Talley, manager. Federal Ontario, Canada MSK 182, phone (416}
firms and banks are members of the tcrnational marketing manager, 100 Wil- Insurance Co , PO Box 3, Sumitomo Corporate Systems 366-4645
l;:f;: :fai.ar::;i;rsezzn;aoc;iy:gof ham St, New York, N Y 10038, phone BL}:iIding, Shinluku-ku. Tokyo. Japan. Corporate Systems provides risk man- _
e f B (212) 285-6709. telex 127439 phone 3472978, telex 2324650 agement information services in the Dietz & Co.
Hamilton 5, Bermuda, phone (809) 295- In the European Common Market con- U S, Canada and Australia Counseling S | Dietz & Co are International ad-
5566, telex 3331 BFANM BA, cable ) R .
EODAMAN Bormuda tact B K Howson, manager, Federal CNA is offered in controlling cost of nsk Justers and loss consultants They rep-
Insurance Co, Manhattan Center, 21, CNA Insurance has working coopera- with the aid of a risk management in- 1 esent the insured worldwide in the ad
Avenue du Boulevard (Bte 24) 1000 tive agreements with the Wintorthur formation system The risk management justment of first-party claims, includ-
Billig Manders Brussels, Belgium, phone 219-43-85, tel- Insurance Group. Switzerland, the Not- information system produces the re- ing business interruption Contact Ms
Billig Manders & Associates. mass ex 25138, West Germany, J Chapman, with Insurance Group, Great Britain, Ports required for all phases of risk Meegan, S | Dietz, 116 John St, New
marketing specialists, offers services in manager, Federal Insurance Co -Lial- and the Chlyoda Insurance Group, management York, N'Y 10038. phone (212) 233-4228
all English speaking countries Contact son Office for Germany, Sternhaus, Kai- Japan The firm provides life and non- In the U S and Canada contact Cor-
Thomas C Billig, 318 West Franklin serswerther Strasse 115, Dusseldorf, West life insurance and services m over 70 Porate Systems, PO Box 31780, Amairillo, Robert F Driver Co.
Ave, Minneapolis, Minn 55404, phone Germany, phone 211-451-016, telex 8456 countries Tex 79120, phone (806) 376-4223, in Robert F Driver Co Inc, specialists
i612) 874-8402 In South America contact William Na- Contact Richard P Hoskin, manager Austi alla contact Corporate Systems in large propertj and highly protected
macher, manager, Argos Companhia de of Multinational Insurance Services, Na- Australia, 492 St Kilda Road, Mel- risks, offers fire protection engineering
Chubb & Son Seguros, Praca Olavo Bilac 28, Rio de tional Accounts Marketing Division, bourne, Victoria 3004, phone 03-267-4711 services, financial analysis and feasi-
Chubb & Son Inc's international di- Janelro, Brazil, phone 244-5225, cable CNA Insurance, CNA Plaza, Chicago, bility studies for upgrading plants to
vision operates in 109 countries through COMPARGOS RIO, Alfonso HerrEra, Ill 60885, phone (312) 822-5337 Dale & Co. HPR standards and placements in the
its own licensed companies. subsidiaries. manager, La Federacion Cia de Seguros Dal'e & Co Ltd is a 100-year-old major worldwide property markets
affiliated local national companies, CA, Av Francisco de Miranda, Los CU Risk Management Canadian broker with offices m Can- Contact Ted E Davidson or Thomas W
agent and correspondents and provides Palos Grandes, Apartado 6748, Caracas, Commercial Union Risk Management ada's principal cittes The firm func- Corbett. vp. Robert F Driver Co Inc.

Suite 418, 1600 Dcve St, Newport Beach,
Calif 92660. phone (714) 955-0270

Andrew Edwards

Andrew Edwards & Co Inc offeis
international insurance and remsurance
-1 on all types of nsks through their in-
ternational network of correspondents
Contact Andrew J Barile. president,
T . Andrew Edwards & Co Inc , 600 Fifth
Ave, New York, N Y 10020, phone
(212) 582-7850

FM Insurance
FM Insurance Co Ltd . the interna-
1:1 t'Uf. tional subsidiary of the Factory Mutual
4 44*f _ 3,/0 , et System. now insures approximately 1,-
tAJ, 1. 00O industrial locations in more than
.. 'E_I:_LXi 't"* " 'j '"1 ))1 A - _A S ‘P, ti 30 countries The firm offers property
N [} ] insurance and comprehensive property
B engineenng services to foreign sub-
PR sidiaries of North American policyhold-
ers It also offers loss prevention as-
N=" ) 7/ f sistance and guidance on loss adjust-
- - . ment Contact Howard E Wolff, man-
aging director, Kingsgate House, 66-74
t o | Victoria St, London, SWIE 6SQ. phone
7N\ - , 8 01-828-7799. telex 99 919468 Other of-
My 17 fices are located in Australia-Fawkner
44 41 _ . Centre, 12th Floor, 499 St Kilda Road,
Melbourne, Victoria 3004, phone 267.
. _ 118, % 4066, telex 31346, Belgium-140 Chaussee
r ! de la Hulpe. Brussels 81170. phone
660-4930, telex 25.94, France-21-23 Rue
Vernet. 75008 Paris, phone 723-7822
telex 697243, Germany-6000 Frankfurt,
?T Eschersheimer Landstrasse 55, phone
1fL. 611-59-03-59, telex 416931

- r " f FM Research Corp.
Factory Mutual Research Corp 's basic
11 " and applied research division applies
science and technology for the conser-
vation of life and property while its
A approvals group evaluates industrial fire
- a protection and other loss prevention
l l I - - equipment For the research program
contact Myron J Miller, manager of
contract services, 1151 Boston Provi-

' 1 denae Turnpike, Norwood, Mass, phone
S —c 1617) 762-4300 For approvals contact

O P E Johnson. director, at the same

| address Services are available on a

1.-}84-Z- contract basis worldwide Offices of

B .
> Factory Mutual International, an af-

filiate. are in London. Brussels, Frank-
11 16,1 1 furt, Melbourne and Paris

LEAVES MEN DANGLING R anagerent
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PRUDENTIAL RE ,11 |

When an insurance company covered problem We don't just write Umbrella

the manufacturer of specialty excess coverage, we fill in the gaps and

scaffolding equipment, they required buffers, tool

facultative reinsurance And they Prudential Reinsurance welcomes a

turned to Prudential Reinsurance wide range of property and casualty

Company After careful review, we facultative risks You can always count

reinsured a major portion of the on experience, expertise and realistic

Umbrella liability This is one example ternns

of the activities of Prudential Re in Just give us a call Even if it's about a

providing facultative coverage scaffolding company, well never leave The people with

involving product liability, general you hanging .

liability and auto liability In Newark (201) 877-8000 Branch know-who in
Liability insurance is the critical Offices Los Angeles. (213) 385-6261,

problem today And Prudential Re has Chicago. (312) 782-4793, New York, PORTLAND, ORE

taken an independent approach toth is (212) 422-4350 are

JEWETT, BARTON,
LEAVY & KERN

Prudential Reinsurance Company * pPrudential 720 S W Washington St

Subsidiary of The Prudential insurance Company of America viv , 222-1831

SEE OUR AD ON PAGE 3



Risk Management (P.R.) Inc. provide
insurance and risk management ad-
visory services for American firms with
international operations and to foreign
firms with international exposures. In-
ternational experience spans 20 years
and projects during that time have in-
volved 29 countries. First Insurance
Management has a service office in
Copenhagen and an office in San Juan,
Puerto Rico.

Contact Leonard J. Silver, president,
835 Glenside Ave., Wyncote, Pa. 19095,
phone (215) 927-3404, cable RISKCON-

TROL Wyncote, Pa.

R. Greenway Inc.

R. Greenway Inc. handles all classes
of excess/surplus lines and reinsurance
with special facilities for fire, marine
cargo, product liability and fine arts.
As a subsidiary of Greenway Insurance
Brokers Ltd. at Lloyd's it specializes in
rapid access to London and European
insurance markets. Contact the compa-
ny at 505 Park Ave., New York, N.Y.
10022, phone (212) 935-9124, telex 426814
RGI UL

John Hancock

John Hancock. Mutual Life Insurance
Co.'s international group program (IGP)
is an international employe benefits fa-
cility for multinational corporations. It
comprises 24 maijor life insurance com-
panies, covering more than 40 countries,
organized and managed by John Han-
cock of Boston. The IGP aims to re-
duce employe benefit costs through in-
ternational pooling and administrative
cost controls, while improving the par-
ent's control.

Contact Derek Chilvers, John Han-
cock Place, Boston, Mass. 02117. In
Brussels contact Jozef De Men John
International Services S.A.,
Rue Montoyer, 31-Box 4, 1040 Brussels,
Belgium, phone 513-89-15.

Hancock

Hewitt Associates

Hewitt Associates provides consulting
services worldwide on compensation,
employe benefits, communication and
related personnel matters. The focus of
the firm's international consulting serv-
ice is to assist North American multi-
national organizations develop and im-
plement total compensation programs
for employes (U.S. expatriate, local na-
tional and third country national em-
ployes) located outside the U.S., man-
age the actuarial and other financial
aspects of employe benefits and com-
pensation overseas and communicate
with employes located outside the U.S.

A subsidiary of Hewitt Associates,
Management Compensation Services Inc.
i N(ICS) specializes in compensation sur-
veys and analyses.

Contact William R. Pulliam. partner,

International Services, Hewitt Asso-
ciates, 102 Wilmot Road. Deerfield, IIl.

60015, phone (312) 945-8000.

INA
The Insurance Co. of North America
is a major writer of primary insurance
and reinsurance worldwide and one of
the largest American individual insurers

of international risks.

Its worldwide capabilities include
property and casualty coverages, marine

and aviation

insurance, reinsurance,
risk management services and invest-
ment and financial services. In addition.
INA, through partial or total owner-
ships, is affiliated with other providers

of insurance tand financial services

around the world.

INA service and claims facilities are
located in 138 countries. Contact Mr.
Philip L. Richey, vp. INA International
Corp., PO Box 7728. Philadelphia. Pa.
19101, phone (215) 241-4182, telex 834442,
cable NORAMA Philadelphia.

The people with

know-who in

MINNEAPOLIS

are
BRANDOW HOWARD KOHLER
& ROSENBLOOM
3601 Park Center Boulevard
929-5551
SEE OUR AD ON PAGE 3

mc
Insurers Buyers Council provides fee-
paid services in all areas of risk man-

agement, audi

Nng and consulting for
foreign operations of US. corporations.

It has been in business for over 30
years. Services include property and
casualty program studies, self-insurance
and captive insurance company foasibil-
ity studies, investigation of the cover-
ages and exposures of the client's entire
field of employe benefits.

Contact William P. Davis I, presi-
dent, 22 West Road, Baltimore, Md.
21204, phone (301) 828-1656.

Insurope

Insurope, a multinational network of
insurance companies operating in over
20 countries, provides coordinated pro-
grams of insured group benefit plans
for the foreign subsidiaries of multi-
national corporations. These programs
offer benefit information services, cen-
tral implementation and control, regular
reporting and potential multinational
dividends through experience rating.
Contact Frank J. Smolar or Mary Ford,
Insurope Secretariat, 45 Boulevard
Bischoffsheim, 87, 1000 Brussels, Bel-
gium, phone 02-217-81-63, telex 24659.

IsSC

International Service Corp., a wholly
owned subsidiary of the INA Corp., was

formed to render selected risk manage-
ment services including insurance re-
lated services worldwide.

ISC maintains a world head office in
Philadelphia and regional head offices
in Brussels, Sydney and Coral Gables.
ISC also maintains some 30 branch
offices abroad. These branches coordi-
nate the services of about 350 indepen-
dent agents.

In the U.S. contact ISC World Head
Office, Arch St., Philadelphia.
Pa. 19101, phone (215) 241-4374, telex
83-4442, cable Norama; in Europe/Middle

1600

East region contact ISC Regional Head
Office, 39 Boulevard de Waterloo, Brus-
sels, 1000, Belgium, phone 5136870, telex
23637. cable Norama Bru B, 8 the
Asian Pacific region contact ISC Re-
gional Head Office, 80 Alfred St., Mil-
son's Point (Postcode 2061), PO Box 38
Postcode 2061, Sydney, Australia, phone
920-1224, telex 24789 Australia, cable
Norama-Sydney; in the Latin American
region contact ISC Regional Head Of-
fice, Douglas Centre-Suite 1210, 2600
Douglas Road, Coral Gables, Fla. 33134,
phone (305) 442-4660, telex 514756.

Fred S. James
Fred S. James & Co.. international
insurance broker, is presently serving
clients worldwide through a network
of owned and correspondent offices 10-

cated in over 40 countries. Minet James

International Ltd., jointly owned by
London-based Minet Holdings Ltd. and
Fred S. James, employs over 600 pro-
fessionals outside of the U.S.. Canada
and the U.K.

Direct ownership extends to 46 offices
in 24 countries. Minet James also has
established correspondent relationships
with 54 offices in 18 countries.

Fred S. James's international staff op-
erations are in New York, Chicago, Los
Angeles and Atlanta. Multinational ser-
vices include captive insurance manage-
ment and reinsurance service operations.
Contact Jonathan M. Chettle. vp. 55
Water St., New York, N.Y. 10041, phone
(212) 747-6600, telex W.U.l. 667668.

JLS

The JLS Group Inc. specializes in
political risk insurance services, includ-
ing the risks of confiscation, national-
ization, expropriation and contract frus-
tration indemnities. Additionally, ser-
vices for captive insurance companies
are  performed, including feasibility
studies. JLS also offers muultinational
corporations risk management and in-
surance brokerage services on a coordl-
nated, worldwide basis, including em-
ploye benefits, actuarial and pension
services.

Contact Mr. Harvey Mallement. vp,
The JLS Group Inc., 437 Madison Ave.,
New York, N.Y. 10022. phone (212) 759-

1600. telex 426233 (JLSCO).

Johnson & Higgim

Johnson & Higgins provides risk and
insurance management, loss control, em-
ploye benefits and actuarial services on
a worldwide basis through over 800
salaried employes in 33 offices in 17
countries outside the U.S. and Canada
-the largest number of owned subsidi-
ary offices operating under direct man-
agement control. Each local office re-
ports to the main office in New York.
Johnson & Higgins has also established
correspondent relationships with 71 of-
fices in 18 countries. Direct services are
presently provided in Brazil, Venezuela,
Columbia, Argentina, Chile and Peru in
South America; Australia. New Zealand.
Singapore, Taiwan, Hong Kong and
Japan in the Pacific; France, Italy and

Switzerland in Europe, and Iran in the
Middle East.

In concert with correspondents, J&H
has established EUROBEN to coordinate
employe benefit and actuarial consult-
ing. Its Bermuda affiliate, Interocean
Management Co., manages captives.

Contact Johnson & Higgins, 95 Wall
St., New York, N.Y. 10005, phone (212)
482-2000, telex 127873, cable KERODEN.

Kemper
Kemper International Insurance Co.

Continued on joltowing page

How tokeep bank clients
financiallysecure.

Claim Update Report

A large number of financial

institutions still don't carry directors

and officers liability insurance.

MGIC

Our free broker's kit will help you
explain the advantages of D&0
insurance. It contains a summary of

the most recent lawsuits plus a full
explanation of the MGIC policy and

what it covers.

The kit also contains all the forms

you will need plus a detailed
comparison of MGIC versus 21 other

D&O policies.

To date, more than 3,000 financial

institutions and more than 100,000

directors and officers are covered by
MGIC. Our specialized knowledge

of the needs of financial institutions is

what has made our D&O product so

widely accepted.

And the fact that our name is so

well known hasn't hurt either.

If you now work with or are
planning to work with any financial
institution, you owe it to your clients
to send for our new Kit.

Simply use the coupon below
or call: 800-558-9900, Extension 6648.
In Wisconsin: 800-242-9275.

MGICIndemnity C orporation

Dirche/(,174 6™
4 )/Tic-(brA

ijability
Prole(-tion //Ir

Fill:liwial

111*linlii<)11% fr( 1l

Tile Compally

MGIC Indemnity Corporation, MGIC Plaza, Milwaukee Wisconsin 53201

Please send me a free copy of your new broker's kit on Directors and Officers liability insurance.

Name

Firm

Addrea

City & ctatp

Phone (Area Code)

815170R

7ip

|GIC Send for our free «D&O" brokets kit.
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underwntes worldwide outside the U S
and Canada All property and casualty

INn Europe Kemper S A Quai de
I'Ourthe, 44/021, B-4020 Liege, Belgium.
phone (041) 42-76-40, telex 41709 KEMCI

lines are offered with special emphasis S A Quat de I'Ourthe, 44/021. B-4020
placed on large property (HPR) and Liege. Belgium, phone (401) 42-76-49,
boiler and machinery insurance telex 41709 In Australia Kemper Insur-

Together with National Loss Control ance Co Ltd, PO Box 499, 53 Walker
Services Corp, Kemper International St, North Sydney, 2060. NSW, Australia,
phone 92-5100, telex 20555 In Bermuda
Seven Continents Insurance Co and

offers loss control and claim services
m Western Europe through KEMCI S A

Kwasha Upton L. B. Ikahy

Kwasha Lipton's international division L B Leah> Co Inc,
assists multinational companies in the sultants, offer worldwide workers com-
design, costing and implementation of pensation experience rating and clasm-
employe benefit and compensation pro- fleation services Contact Laurence B
grams outside the U S including local Leahy, president, L B Leahy Co. 2
nationals, U S expatriates and third Westchester Ave, Pound Ridge, N Y

Insurance con-

country nationals It performs actuanal 10576, phone (914) 764-4000

valuations and cost prolections of bene-
t programs throughout the world based

Contact David B Mathis, vp. Kemper Kemper Management Co. contact H L on Ioca practices as well as a custom-

International Insurance Co,
Grove, Ill 60049, phone 4312) 540-2630 phone ( 312) 540-2156

WERBEL'S ON APPROVAL-30 DAYS
GENERAL INSURANCE GUIDE

A comprehensive loose-leaf insurance encyclopedia (revised quar-
" teri,) covering virtually all forms of Property and Casualty In-

6- 2/| Hiso surance It contains more than 2,600 pages consisting of analyses
")

M\

and explanations of contracts descriptions of various risk rating
systems and classifications, court case citations, and many po.,cy-
writing and loss procedures For the desk of every insurance
B.1. readers manager, consultant, adjuster, or Insurance producer
SPECIAL DISCOUNT for readers who submit a copy of thus ad with
prepaid order Cost is $30 (instead of $39) pills NY sales tax, if
applicable (Price inclu(les 2 Free Quarterly Revisions.)
WERBEL publishing co, inc

595 old willets path, smithtown, ny 11787

Discount 516-234-1114 212-261-6222
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Long Kennicott Jr, vp, Long Grove, lll, ized uniform worldwide standard that

the parent company can use to deter-
mine its true liabilities and for com-
parability

Contact Jarres J Bolland, partner,
International Division, or Harry F
Bremer. partner, Kwasha Lipton, 429
Sylvan Ave, Englewood Cliffs, N J
07632, phone (212) 279-6800 or (201)
567-0001

Lachance

Lachance. Bertrand, Benlot & Lavin-

MOAC

Marine Office of American Corp has
facilities to underwrite all classes of
ocean marine insurance through 10 of-
fices in Europe, the Middle East and
Pacific In addition .the Singapore
branch is able to underwrite all classes
of ocean marine insurance (hulls, cargo,
P &I, liability) and coverage for offshore

Taiwan. Australia and New Zealand
In other parts of the world there are
wholly owned Marsh & McLennan com-
panies, joint ventures and correspondent
relationships xn about 40 countries

Contact William M Mercer Interna-
tional, 1221 Avenue of the Americas,
New York, N Y 10020, phone t212)
997-2000

Multinational Benefit

Multinational Benefit Associates pro-
vides information and insurance service
facilities to mternational benefit con-
sultants and brokers and to multina-
tional corporations MBA was founded
m 1976 by four leading European in-
surance companies who are members of

operations All offices represent All Insurope MBA acts on behalf of these

American Marine Slip, managed by
MOAC Contact MOAC, 80 Maiden Lane,
New York, N Y 10038, in Singapore,
Richard Yeo, MOAC Singapore. UIC

four member companies as well as the
other Insurope member companies Con-
tact Robert M Pic<rell, Multinational
Benefit Associates Inc, 980 Post Road,

Building. Shenton Way, Singapore 1, Darien, Conn 06820 phone (203) 655-

gne Ltd, insurance brokers, provide phone 220-8511, telex RS24270 Firemans

multiple line facilities for property, cas-
ualty and inland marine insurance
needs Business is placed in US, Ca-
nadian and British markets including
Lloyd's networK of corresponding bro-
kers in US, Canada, UK and France
Contact Robert Lachance, president,
Suite 303. 7000 Park Ave, Montreal,
Quebec, phone (514) 279-7281

: - 1 operations of U S multinational corpo-

Marsh & MclLennan

Marsh & MclLennan International Inc

7928, telex 0131448

Murphy Associates
Robert Murphy Associates, a human

is comprised of separate operating com- resources consulting firm, offers services

panies which offer insurance brokerage
services outside of the US. principally

to insurance clients seeking middle or
senior management staff In addition to

through wholly owned subsidiaries and the US. the firm operates in Puerto
equity affiliations with insurance bro- Rico, Canada, the Middle East, South

kerage firms These subsidiaries and
affiliates located m Canada. Europe,
the Far East and Latin America can

serve the insurance needs of overseas

America, Australia, New Zealand and
England, France, Belgium and West
Germany Contact Thomas Cook. vp,
230 Park Ave, New York, N Y 10017,

phone (212) 661-0460
rations and local businesses in industrial
NIARS Corp.

NIARS Corp offers the official NAIC
liate relationship exists, corresPondent model laws, regulations and guidelines
companies have been appointed repre- service and the National Insurance Ad-
sentatives of Marsh & MelLennan Inter- vertising Regulation service in all Eng-
national In this way the company is lish speaking countries Contact Del
represented in 62 countries worldwide Sachwitz or James F Billig, NIARS

Marsh & MelLennan International has Corp , 318 West Franklin Ave , Minneap-
subsidiary operations or equity partner- olls, Minn 55404, phone (612) 874-1800

and developing nations
INn areas where no subsidiary or affi-

ships in Australla, Belgium, Brazil.
Canada, Denmark, Dutch Antilles, EI
Salvador, France, Greece, Guatemala,
Hong Kong, Italy. Japan, Lebanon,
Mexico, New Zealand, Puerto Rico,
- Singapore, Spain, Taiwan, The Nether-
lands, United Kingdom and West Ger-
nnany
For more information contact Marsh
& MclLennan International Inc , 1221
Avenue of the Americas, New York,
, 4 NY 10020, phone (212) 997-5882
Multinational Insurance Services, a
r technical service of Marsh & MclLennan

Inc . specializes in the international

Philadelphia Manufacturers

Philadelphia Manufacturers Mutual
Insurance Co offers coverage for multi-
national firms throughout the world
through FM International Ltd The poll-
cics offer the same comprehensive cov-
erage offered in North Ameraca Contact
William F Moore Jr, vp, Philadelphia
Manufacturers. PO Box 824. Valley
Forge. Pa 19482, phone (215) 687-8150

Pinkerton's Inc.
Pinkerton's offers a variety of services

aspects of risk management for U S throughout the world through a net-

multinational corporations

For further information contact Mr
7’

work of correspondents including pro-
tection of executives. investigation ser-

Harold R Talbot Jr, Multinational vices and securtty suneys Contact E C

- Insurance Services, Marsh & MelLennan Fay, vp. Pinkerton's Inc, 100 Church

E Inc, 1221 Avenue of the Americas. New St. New York. N Y 10007. phone (212)

- York, NY 10020, phone (212) 997-5258 285-4840

William M. Mercer

Pinkerton's of Canada Ltd offers se-
curity services for corporate headquar-

IE William M Mercer International (a ters, plants and special events as well

= A\L_

,-91 Marsh & McLennan Co ) provides ac. as a variety of investigative services

tuarial and employe benefit consulting Contact L Dagenais, Pinkerton's of
’ i services outside North America The Canada. 9083 Boulevard St. Michel,

: head office research center and world- Montreal.

Quebec. Canada, HtZ 3GB,

wide coordinating office is in New phone (504) 325-0647

York International employe benefits
consultants are located in that office

r and also in Chicago and Los Angeles

Protection Mutual
Protection Mutual International, one

William M Mercer Internatlonal Qas of the companies comprising FM

offices located overseas in the

Switzerland, Puerto

Non-Marine Pollution Liability and Cleanup

A new pool has been established for USA fire business. Call your local W&A Branch
land-based risks to cover Gradual Pollu- manager or Walter Foster, Senior Vice
tion of water, air and property (th,s is not President, Howden Agencies Ltd at 201-
covered in the standard CGL) plus Sudden 272-2500.

and Accidental Pollution where specifi-
cally excluded in CGL policies It is a
unique combination of inspection and in-

surance, like Boiler and Machinery or HPR

VWohlreich & Anderson

Home Office: 6 Commerce Drive, Cranford, N.J. 07016
(201) 272-2500

For more facts circle 85 on reply card

International in London. believes U S

61 Kingdom, Bel%um Slgaln France, policyholders require the same under-
ico. Hong Kong writing and engineering approach for

their overseas properties that IS used
in the U S This is done using Factory
Mutual standard HPR fire and EC
forms. adding DIC. boiler and machin-
ery consistent with the practice of
insurance and loss preventon engineer-
ing in each foreign country To supple-
ment the overall international insurance
program. GAP contracts are negotiated
as necessary

Currently Protection Mutual Inter-
national serves the needs of its clients
in over 40 countries providing regular
on-going HPR engineenng facilities m
each one

Contact Mr Christopher Morrish, Pro-
tection Mutual, 300 South Northwest
Highway, Park Ridge, Ill 60068. phone
(312) 825-4474

Prudential

The Prudential Insurance Co of
America's international benefits program
is a service to its multinational policy-
holders to help meet their employe
benefits needs throughout the world
Prudential has at least one associate
insurer in almost every country in
which private employe benefit programs
are provided

By working with consultants and a
group of multinational insurers, Pru-
dential is able to request information
and offer advice to its policyholders in
setting up a worldwide insurance pro-
grarn

Contact Richard J LaBrecque,
national Benefits Manager, 3 Prudential
Plaza, Newark, N J 07101, phone (201)
877-6030

Inter-

Reed Shaw

Canadian-based Reed Shaw Osler Ltd
offers insurance and remsurance broker-
age and risk management services
through 145 offices in 28 countries
worldwide The company IS the broker
doing the world's largest international
volume of direct business Related ser-
vices include loss prevention engineer-

Continued on page 68






INntermnationalinsurance offers

American companies have over

$ 137 billion in assets overseas that
need insurance protection. Much of
this coverage is written here in the

U.S. Are you getting your share? If
Nnot, consider this:

1 Over 23,000 American compa-
nies have foreign facilities.

2 Some ofthese firms maybeyour
own domestic clients.

3 You could be writing interna-
tional coverages without any special
training and with little extra effort.

Perhaps you feel international
business is just too complicated to
handle. Strange laws. Involved regu-
lations. Currency complications.
Language differences. You're right.
Things are confusing overseas.
But ifyou're a Continental
agent, you needn't worry.
Wehandlealltheforeign
entanglements for you.

Service in 70 countries
We know the interna-
tional scene aswell

as the domestic.We .6
cover over 70 coun-

tries and have 24

affiliates around the world. Most im-

portant, we have international spe -
cialists located in offices across the

U.S. and Canada ready to assist you.

Tb write an international risk, you
simply obtain the same information
from your client as you would on a
domestic risk. We take it from there.
From one plant in one foreign
country to a dozen plants in a dozen
different countries, we work out all

the coverages, premiums and other
details.

A unified program We help pull
your client's foreign insuranc e

P rERNATIONALY

.. The Continental Insurance Companies

subsidiaries of The Continental Corporation Home Ofice: 80 Maiden Lane. New York. N.Y. 10038



youaworldofopportunities.

togethen One, unified Continental they might otherwise have to go to
program covers all his risks abroad. your competition for. And who needs
It takes into account local insurance | ore competition?

laws, taxes, claims procedures, cur-
rency rates and other complicating
factors. You deliver a greatly simpli-
fied insurance program to your
client in the form of a single, clear
document in English.

A flexible approach We know
every company is different. So our
approach to your client's needs is
flexible. We create the insurance
program specifically for his require-
ments. We don't provide off-the-
International makes you more shelfanswers.

valuable Going international
does something else, too. It makes
you more valuable to your clients.
They rely on you for an additional,
important service. A service that

International: Make it your
business We're notjust talking
giant multinationals. Many smaller
companies have overseas opera-
tions. It maybe a single plant or
office. Or a temporary crew on a
constructionj ob. Whatever the expo-
sure, it can mean added premium
! volume, new business opportuni-

INSURANCE Hestorven

N.E. SMITH grown dramatically over the

AGENCY last 10 years. Our premium
volume is over $100 million.

' We' ing t ti t
< 1 TERNAT grow and we invite you to

grow along with us.

Hometown Service. Worldwide.

For more facts circle 62 on realv card
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ing, average adjusting, claims settle-
ment, computerized risk analysis and
employe benefits.

Reed Risk Managemnt Inc., a subsi-
diary in the U.S., offers a worldwide
financial risk analysis service. Sten-Re
Ltd., headquartered in Ikndon. provides
reinsurance facilities. The company is
represented at Lloyd's by its subsidiaries
Wright Deen & Co. Ltd. and Sir William
Garthwaite (Insurance) Ltd.

Contact J. W. Whittall, president, PO

Box 250. Toronto-Dominion Centre, To-

ronto, Ontario MSK 1JB, phone (416)
868-5780, telex 06-219-611. Canadian op-
erations are conducted by Reed Shaw
Stenhouse Ltd. Contact C. G. R. Gyles,
president, same address and telex as
above, phone (416) 868-5677. In the
United States, Reed Shaw Stenhouse
Inc. is headquartered in New York. Con-
tact A. F. Salvatore, president, 127)
Avenue of the Americas, New York,
N.Y. 10020, phone (212) 541-5073. telex
12-5074. Operations outside the Western
Hemisphere are headed by H. Houghton,
managing director and chief executive,

More and more influential business and professional people are

regularly taking the

=T -

_ WORLD INSURANCE REPORT

produced by FINANCIALTIMES BUSINESS NEWSLEITERS
where'Specialist subjects receive specialist attention:

If your business interests demand regular information about the world's
insurance developments, please complete and forward this advertisement,
and we will send you a free sample copy.

Nnmr

Organifmtinn

Send o e
'kell Hous S

res<

A. R. Stenhouse Reed Shaw & Partners
Ltd., Two South Place, London EC2P

2DX. Engla nd, phone 01-628-6011, telex
883329.

RIMCO

RIMCO Inc. is an international risk
management consulting firm, offering
advisory services in the area of insur-
ance and risk management. In addition
to their home office in Dallas, Tex.,
RIMCO also has an office in Greenwich,
Conn., and an affiliate, RIMCO Inter-
americana, which is active in Latin
America.

Services offered include post casualty
claims reviews, risk-funding, profession-
al liability, product liability, mergers.
acquisitions and spin-offs studies; em-
ploye benef,t review, pre-loss property
property
corporate risk management departments

services, Post-loss services,
and loss assumption studies.

Contact William S. Mcintyre, presi-
dent, RIMCO Inc., Suite 180, 10300 N.
Central Expressway, Dallas, Tex. 75231,
phone (214) 363-2451 or (800) 527-5690.

Risk Planning Group

Risk Planning Group Inc. is an in-
ternational research and consulting firm
which assists organizations in risk man-
agement, insurance and loss control
problems. The main office is in Darien,
Conn., with an affiliate office in France
and associate consultant relationships
in Belgium, England, South Africa, the
Philippines and Australia.

Services offered to international eli-
ents include overall reviews of risk
management, insurance and loss control
programs, self-insurance studies and
captive insurance feasibility studies.
Also administrative studies of the risk
management function, including job
descriptions, training, risk/insurance
management manuals and communica-
tions; loss quantification and loss and
risk forecasting:; risk and insurance
management studies for  companies
which are merging or acquiring other
companies; workshops and seminars on
risk management topics and risk man-
agernent and insurance counsel for
associations and groups.

Contact H. Felix Kloman. president,
Risk Planning Group Inc., 24 Old King's
Highway South, Darien, Conn. 06820,
pPhone (203) 655-9791, telex 996358; or
Jean-Paul llecottignies, director, Risk
Factoring, S.a.r.1., 120 Avenue Charles
92200

DeGaulle, Neuilly-Sur-Seine,

France, phone 747-11-55.

Rollins Burdick Hunter

Rollins Burdick Hunter International

The Third
NMarket

Inc. offers complete multinational brok-
ing, captive and risk management fdcil-
ities to its North  American clients
through its international

headquarters in Chicago and interna-

corporate

tional risk specialists located in its
principal offices throughout the U.S.
In partnership with C. E. Heath. branch
offices are maintained in Tokyo, Yoka-
hama, Seoul, Bogota, Rio de Janeiro
and Sao Paulo. In a separate partner-
ship arrangement with C. E. Heath and
Co. Ltd. and Hudig-Langeveldt, branch
offices of HLR Holdings Ltd. are located
in Kuala Lumpur, Singapore. Bangkok
and Hong Kong. HLR Holdings Ltd.
also has several reinsurance and under-
writing agencies in Southeast Asia and
iNn equity interest in a Philippine
broking company.

RBH has correspondent relationships
with C. E. Heath and Hudig-Langeveldt
subsidiaries in all major countries of
the world.

From its central Midwest location,
RBH is able to put together interna-
tional plans of aetion to include bro-
kerage. risk management, research and
planning, marketing, claims, fire prd-
tection and safety engineering, statistical
services, feasibility studies and account
management.

Contact Henry G. Jackson, president.
Rollins Burdick Hunter International
Inc., 10 South Rivenside Plaza, Chicago,
1l. 60606, phone (312) 454-1400.

Royal Globe

Royal-Globe Insurance Cos. are part
of an  international insurance group
headquartered in London which offers
worldwide coverage in more than 85
countries. writes policies in 16 major
languages and collects premiums and
pays losses in 116 currencies.

This group, known internationally as
Royal Insurance, has premium income
of over $2 billion and offers local ser-
vice on a worldwide basis through 750
offices.

Contact John D. Ormerod, assistant
secretary or Camino C. Molano, man-
ager, international department, 150
William St., New York, N.Y. 10038.
phone (212} 732-8400. telex TWX 710-

5813885 NYK), cable

(Royalglobe
ROYAL NEW YORK.

Sapperstein
Sapperstein, Hochberg & Haberman
Inc. and Adjusters Associates Inc. are
public insurance adjusters in business
since 1895. With offices throughout the
United States and England, they service
worldwide. Contact

any occurrence

Our function is to cover the Bermuda Market.

Robin Spencer-Arscott, Vice President and General Manager

E.L. Minugh, Broker

John A. Houghton, Broker

1. H. BLADES & CO. (INTERNATIONAL) LTD.

Insurance and Reinsurance Brokers

P.O. Box 691, Hamilton 5, Bermuda
Telephone: (809-29) 5-0169 Telex: 3280 Cable: "Blacoins"

Edwin H. Hochberg, president, 116 John
St.. New York. N.Y. 10038, phone (800)
221-3324 (toll-free, except N.Y. State)
or (212) 233-4452, cable SAHOHAB.

Schiff Terhune

Schiff Terhune International offers
worldwide service through its offices
and selected correspondents. Compre-
hensive surveys are prepared and rec-
ommendations submitted to risk manag-
ers on operational insurance and em-
ploye benefits.

Terhune Management Services Ltd. in
Hamilton, Bermuda. function as consul-
tants and operating managers of insur-
ance and reinsurance companies, parti-
cularly captive insurers.

Contact Bruce W. Shinabarger, vp, 100
William St., New York, N.Y. 10038,
phone (212) 425-3010.

Servicemaster

Servicemaster Industries Inc. provides
disaster restoration services. including
post-fire and water damage cleanup,
smoke removal and large-loss cleanup
on a worldwide basis. It also offers loss
control  consultation in property/cas-
ualty areas. Contact Robert A. Brewer,
Servicemaster, 2300 Warrenville Road.
Downers Grove. lll. 60515, phone (312)
964-1300. Also Brain A. Smith, Service-
master Ltd., Granby Building, 41 Gran-
by St. Leicester, LEt BEE. England.
phone 44-533-52442. telex SERMAS G
341987. Bruno Schneble. Servicemaster
Operations AG, Ackersteinstrasse 119,
Postfach CH 8037, Zurich, Switzerland,
phone 01-565677. Y. Kawai, Servicemas-
ten Business Division, Duskin Co. Ltd.,
Sekaicho Bldg.. 1-2 Hondori, Nakatsu,
Oyodo-Ku, Osaka 531 Japan, phone
06-385-7476/7. telex DUSKINCO 5234121.

The Travelers

The Travelers Insurance Co.'s interna-
tional department offers a full range of
insurance programs to multinational
corporations. Coordinated coverages for
both  property/casualty and

benefits are provided. Property/casualty

employe

insurance is arranged to satisfy local
legal requirements and can be consoli-
dated into one worldwide master policy
that acts as an excess and DIC cover.

For employe benefits. programs are
designed to provide coverage based on
local conditions and experience rating is
available through the Travelers MIA
Network, which operates in most of the
tree world countries.

Pension Plans for third country na-
tionals are arranged by The Travelers
Corp. of Bermuda Ltd. Funding is on
deposit administration basis. Guaranteed
monthly benefits are available through
terminal funding contracts. The Travel-
ers operates a liaison office in Brussels
to assist clients abroad.

Contact Richard M. Murray, vp, The
Travelers International Dept., One Tower
Square. Hartford, Conn. 06115, phone
(203) 277-3287, 99-4467.
TRAVINCO. Also Michael G. Sandmann,
regional vp, The Travelers Corporation,
Rue De la Lot 83-85, Brussels, Belgium.
phone 512-98-51. telex 84625349.

telex cable

Winterthur Insurance
Winterthur Swiss Insurance Co. in
Winterthur, Switzerland, offers interna-
tional insurance protection for property-

casualty and employe benefits through
its own network in all Western Euro-
pean countries. Outside of Europe cover-
ages can be arranged through associated
companies. Contact Marketing and Ser-
vice Unit, c/o CNA Insurance, CNA-
Plaza, NAMD, Chicago, Ill. 60685, phone
4312) 822-4512.

For European services-Int'l Division,
Winterthur Insurance, General Guisan-
str. 40, 8401 Winterthur, Switzerland.
phone (052) 85-11-11, telex 76785.

The people with

know-whoin

NEW ORLEANS

are
GILLIS, HULSE & COLCOCK
135 St. Charles Avenue

581-3334

SEE OUR AD ON PAGE 3



into for buyers

-2z L~z =7
- Insuring Abroad is a 16-page
brochure in which INA explains
how to obtain sufficient local cov-
erage, legal requirements, allocat-
ing responsibility, difference in
conditions and reviewing and up-
dating. For a free copy circle 266
on the reader service card.

. International Insurance. a book-
let from Arkwright-Boston Insur-
ance, was prepared for risk man-
agers of multinational corpora-
tions. The booklet describes inter-
national services such as loss pre-
vention engineering and loss con-
trol seminars, as well as available
coverages including blanket, con-
tingent and GAP. For a free copy
circle 267 on the reader service

card.

. Fire and Water Abroad dis-
cusses the water facilities in de-
veloped and less developed na-
tions abroad and provides a
checklist and some Wwords of
warning. The booklet reviews
some basic forms and endorse-
ments, coinsurance, fire protection
credits, replacement value insur-
ance and points out how the for-
eign insurer can be of assistance.
For a free copy circle 268 on the
reader service card.

. AFIA uncomplicates boiler and
machinery insurance overseas in a
booklet that lists basic considera-
tions, a comparison of types of
policies, the coverages available,
inspection requirements and spe-
cial factors relating to coverage
abroad. For a free copy circle 269
on the reader service card.

. Plain Talk on Products Liabil-
ity Overseas is a new booklet from
AFIA describing how coverage
for this class is written domesti-
cally for overseas exposures and
how coverage should be written
to provide necessary protection.

For a free copy circle 270 on the
reader service card.

. The World's Insurance Lan-
guages is AF,IA's booklet of in-
surance terms in English, Spanish,
French, Italian, German and
Japanese for those who want to
know the correct words. For a

free copy circle 271 on the reader

service card.

= Il Winds Abroad examines
winds and windstorms, describing
how they occur, measurements
used, how to detect their coming
and what can be done to limit

The people with

know-whoin

SAVANNAH

are
PALMER & CAY
622 Drayton Street
234-6621

SEE OUR AD ON PAGE 3

losses. For a free copy circle 272
on the reader service card.

. Frank Talk on Foreign Royal-
ties Overseas describes why in-
terest in foreign royalties is on
the rise, why,royalties need to be
insured, what to look for in cov-
erage abroad and how to obtain it
in the U. S. For a free copy circle

273 on the reader service card.

. Corporate Insurance in Brazil is
an English language brochure pre-
pared by Argos-Cia. de Seguros.
The brochure contains a general
discussion of the insurance market
in Brazil and specific coverages
available through the company.
General lines insurance and em-
ploye benefits are covered. For a
free copy circle 274 on the reader

service card.

. When You're Not Sure if Your
Construction Site Will Be in a
Friendly Territory, Johnson &
Higgins says it can help. The
pamphlet outlines the complexities
facing U. S. contractors with over-
seas commitments and describes
the company's "all risk" and polit-
ical risk insurance. For a free
copy circle 275 on the reader ser-

vice card.

. A newsletter A Close Look at
National Retirement Programs:
U.S. vs. Canada is available from
Kwasha Lipton, consulting actu-
aries and employe benefit ser-
vices. For a free copy circle 276
on the reader service card.

. DIC Insurance, frorn Ark-
wright-Boston Insurance, describes
a Difference in Conditions policy
and the less common sources Of
loss it is designed to cover, plus
recommendations to help prevent
or minimize these losses. For a

free copy circle 277 on the reader

How to order Info

This is the second of several expanded Info for Buyers sections

Business Insurance will publish this year. To aid our readers

in receiving the information they would like, the free items

may be ordered by circling the appropriate number on the

reader servee card inserted in this issue. Items that carry a

charge must be ordered directly from the supplier. Many of

the items in this issue's Info for Buyers column concern inter-

national insurance, although there are items of general interest

as well.

service card.

= Mulinational Benefits Assess-
ment is a booklet that covers such
topics as the need for an inter-
national benefit system, corporate
benefit planning, local manage-
ment and employe relations and
cost control of benefits abroad.
For a free copy circle 278 on the

reader service card.

"if this is the loss prevention
program at your plant, your
iInsurance company isn't

doing such a hotjob."”

Don Moore, President

You see, it's our feeling that an insurance policy is not the best way to protect
the assets of a company Insurance indemnification never covers all the costs of a
loss. Insurance, by itself, isjust not the way we do business.

At PMMI we emphasize loss prevention. as well as adequate coverage.
As part of the Factory Mutual System, the worldl largest insurers of industrial

= Two promotional booklets that
explain Allendale Insurance's in-
ternational operations are now
available. Affiliated FM Insurance
Co. is licensed in Europe; another
subsidiary, Appalachian Insurance
Co., is licensed in Australia. For
free copies circle 279 on the read-
er service card.

Continued on following page

property, our policyholders have at their disposal the most

advanced loss prevention services available anywhere.

Best of all, with PMMI you'll receive the kind of

personal-attention, competitive prices and creative

' underwriting that only a flexible, aggressive insurance

company can give.

We have a booklet that outlines our loss prevention
philosophy. Please send for it. Or you can call me direct if you
have any questions about our company or our services.

business from going up in smoke.

NeE

Get in touch today Wejust may be able to keep your

FARINERS IN PROICCION

philadelphia

Manufacturers

MUTUAL INSURANCE COMPANY
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Box 824 8 Executive Mall
Valley Forge. Pa. 19482
(215)687-8150
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I - How to protect computers and

info for buyers

data processing equipment from

property loss and damage is found

1 in Industrial Risk Insurers’'s Rec-

Continued from preceding page

- Risk Management, Some Pro-
fessional Considerations is a 12-
page brochure review of the topic
by INA. Among the areas of con-
cern considered are identifying
the risks, risk meamrement, risk
handling techniques, selection of
specific techniques, retention ver-
sus transfer and periodic evalua-
tion. For a free copy circle 280

on the reader service card.

ommended good practice for the
protection of electronic data proc-
essing and computer-controlled
industrial processes. Losses from
Nnatural disasters and man-made
ones are described, including dates
and amounts of damages. Also
included is a glossary of computer
terms. For a free copy circle 281

on the reader service card.

= Industrial Risk Insurers de-
scribes the organization which

provides specialized underwrit-

Shirt-Sleeve Forum -

Do Corporations
Need Risk Management.9

By Dinner Levison

(Asked in the financial dist,-ict)

George Bingham, Insurance Broker
220 Bush Street, San Francisco -

Yes. Effective risk management
could mean greater profitability
through the reduction or elimination
of many risks that may be squeezing
your profits. Dinner Levison pro-
vides a shirt-sleeve approach to risk
management. Down-to-earth, thor- f
ough, and resultful. For a modern >¢ 'm.
risk management program tailored im/4 1
to your company's individual needs,
talk to Dinner Levison today !

RAL INSURANCE - LIFE INSURANce

f DINNER i
| LEVISON i

COMPANY m

— — et
"4. Insurance Brokers since 1915 +5'
220 Bush St., San Francisco, CA. 94104. (415) 391-5422

A Regional Insurance Broker Serving Business
Around the World. Now More Than 100 Strong

Brown Brothers Adjusters. . the problem solvingspecialists.

ing and engineering services for
HPR industrial, oil, petrochemi-
cal and service risks. For a free
copy circle 282 on the reader ser-

vice card.

= An outline of the loss control
services offered policyholders of
Industrial Risk Insurers is titled
Engineering Facilities for Loss
Prevention and Control. For a free
copy circle 283 on the reader ser-

vice card.

« Industrial managers, architects
and contractors are offered Rec-
ommended Good Practice for Pro-
tection of Buildings Under Con-
struction by the Industrial Risk
Insurers. For a free copy circle
284 on the reader service card.

= A new International Insurance
Directory, published by Royal-
Globe Insurance Cos., contains
current insurance information for
more than 100 countries. Topics
include legislation, property, cas-
ualty and marine insurance and
general information about each
country. The directory is ar-
ranged in a three-ring, loose-leaf
binder. An optional reprint ser-
vice will periodically supply up-
dated information as regulations
change. Cost $5; one+time charge
for reprint service, $2.50. Write
John D. Ormerod, Assistant Sec-
retary, International Dept., Royal-
Globe Insurance Cos., 150 Wil-
liam St., New York, N. Y. 10038.

- Handling risks abroad requires
up-to-date information on ever
changing rules, policy forms and
regulations, new insurance tax
laws and a multitude of other
complexities affecting proper risk
management. To be up-to-date
with such changes, multinational
insurances services offers a free
compendium of international in-
surance rules and practices. Write
Dept. V, Marsh & MelLennan Inc.,
1221 Avenue of the Americas,
New York, N. Y. 10021. Ask for
Country Data and name the coun-

tries for which information is re-

quired.

Calif. cities activate

$5 million liability pool

By MARGARET LeROUX

PLEASANT HILL, Calif.-A $5
million municipal liability pool
was activated this month by 13
cities of the northern California
county of Contra Costa.

The pool, the Contra Costa Mu-
nicipal Risk Management Au-
thority, "is the first public lia-
bility pool we know of in the
entire U.S.," said Dave Warren,
partner in the risk management
consulting firm, Warren MeVeigh
& Griffin. Mr. Warren's firm did
a feasibility study that led to
the existence of the pool.

The 13 cities, ranging in size
from Clayton with a population
of 3,000 to Concord with 97,000
people, are assuming the first
$500,000 of liability. The cities’
individual deductibles range from
$1,000 to $100,000.

David Bourn, a former claims
administrator, is the pool's risk
manager with an office in the
Pleasant Hill municipal building.
R. L. Hautz & Co. is the claims
adjusting service and Johnson &
Higgins is the broker for the
pool's excess liability coverage.

H&WV Insurance Services of Los

Angeles is underwriting the first
$500,000 over the cities' primary
coverage. Other excess under-
writers for the municipal liability
pool are Admiral Insurance Co.
and First State of Boston; Chart-
er' American and Pinetop Insur-
ance Co., a subsidiary of the
Greyhound Corp.

The first year premium income
for the pool is $1.147 million and
insurance costs for excess cover-
age total $468,000. With $100,000
budgeted for administrative ex-
penses, the pool has approximate-
ly $500,000 in reserves.

"We anticipate the first year's
incurred losses to be in the $250,-

Having trouble putting your
property loss
pieces together?

Property loss problems are no puzzle
at all to Brown Brothers Adjusters.
Our well qualified property adjusters
are prepared to handle your property
claims 24 hours a day, 7 days a

week. We have other services, too,

like temporary, part-time or full-time
assistance. And our adjusters are ex-
perienced in multiple and surplus
lines, self-insureds and special risk.

Call on Brown Brothers Adjusters -

we'll make all the property pieces fit.

License 8-137

4

- 80

83 Brown Brothers Alusters *

Home Office: 545 Sansome Street, San Francisco, CA 94111 - (415) 392-2825
TELEX: San Francisco-34-472 . Honolulu-63-4266. Los Angeles-67-234
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000 to $300,000 range," Mr. War-
ren said, "which means only $70,-
000 to $80,000 would actually be
paid out in the first year.”

The cities are covered "under
the broadest form ever written,"”
the consultant said, "the old Pa-
cific Indemnity Insurance Co. li-
ability form which has very few
exclusions." Auto physical dam-
age coverage was added for pur-
poses of the pool.

Projected costs of the pool in-
dicate about a 10% savings for
the cities, Mr. Warren said, "and
they're getting higher limits and
more coverage" than what was
available to them individually in
the insurance market.

The cities in the pool, suburbs
in the San Francisco Bay area,
all are low hazard communities.
Most have their own police de-
partments but contract with the
county for fire protection. None
of them operate their own hos-
pital or airport.

"They all faced horrible in-
creases in liability premiums,-"'
Mr. Warren said.

The 13 cities plan to pool work-
ers compensation coverage and
property insurance this year. -

U.S. birthrate

is going up

WASHIINGTON-It seems peo-
ple are rediscovering the family.

According to the American
Council of Life Insurance, the
U. S. birthrate is moving upward.
It fell to a record-breaking low of
14.7 births per thousand popula-
tion in 1976, well under the 19305
Depression levels, the Council
said. But in the first eight months
of 1977 the birthrate rose to 15.3
births per thousand.

These preliminary statistics don't
necessarily mean another baby

boom is on the way, the Council

_ e E . _ -

Ebasco taps Cox

Ebasco Risk Management Con-
sultants has named Jay William
Cox as director of benefits and

pension services. Ebasco presi-
dent Robert VW. Self said Mr.

Cox's appointment is part of an
effort to restructure and revital-

ize Ebasco’'s benefit consulting

division.

The people with

know-who in

KANSAS CITY, MO.

are
THE GILBERT-MAGILL COMPANY
Commerce Tower

221-5540

SEE OUR AD ON PAGE 3



U.S. marine pool plans $25 million capacity

By REBECCA A. FANNIN

NEVWW YORK-Capacity for off-
shore oil risks would be expanded
another $25 million in two years
under a proposal to form a pool
among American marine insurers.

The proposal is an attempt to
increase sluggish U.S. capacity.
Total American capacity is ap-
proximately $90 million written
by AIG Oil Rig Inc. and All-
American Marine Slip, currently
the only U.S. syndicate in op-
eration. This capacity compares
to $540 million worldwide, prin.
cipally written by a London syn-
dicate, London Master Drilling
Rig Line Slip.

While the American companies
plan to add capacity rather than
compete with London for the
current limits worldwide, the $25
million in additional capacity falls
short of the amount needed as
offshore oil platforms continue
to increase in cost. Within two
years, offshore drilling rigs will
be valued at $1 billion.

The new pool, American Off-
shore Insurance Syndicate, ex-
pects to generate $500 miillion in

premiums and to begin operation
in mid-March.

Its formation is the first major
attempt by U.S. marine insurers
to actively underwrite marine
risks again. Hurricane Betsy in

1965 was so destructive that
much business afterward flowed

to London.

The syndicate has hired Nor-
man A. Tucker, who has exten-
sive marine underwriting experi-
ence as a Lloyd's broker, as an
underwriter.

Mr. Tucker stressed the impor-
tance of American involvement
in marine risks, alluding to Oil
Insurance Ltd., the oil industry’'s
captive insurance company.

"If we're going to get involved,
we've really got to become in-
volved and not run away,” the
former Lloyd's broker said.

The syndicate is forming in
response to desires long expressed
by American insurers, Mr. Tuck-
er said.

The president of American Ma-
rine Management Services Inc.,
Allen E. Schumacher, is inviting
insurers with Best's A rating
to join the syndicate. Mr. Schu-

macher said "half a dozen”™ con-
panies have decided to join, but
the syndicate is continuing dis-
cussions with other insurers.
Thus far, only two have said no,
he said.

Under the proposal, members'
liability will be individual and
will be allowed to insure or re-
insure independently.

The syndicate will also remain
flexible in that it won't seek ex-
elusive jurisdiction over classes
of business the pool will write.

Insurance contracts will spread
the risk among the companies and
the policies will record the names
and share participation of each

company.

Underu'riting, claims and fiscal
matters will be supervised by a
board of managers elected from
member companies.

The syndicate will insure:

- Drilling barges, vessels, rigs,
submersibles, underwater and en-
gineering systems associated with
underwater exploration and de-
velopment.

- Offshore drilling, develop-
ment, recovery and production
platforms and systems; processing

Labor sues Teamsters trustees;
ever under ERISA

largest suit

WASHINGTON
Department filed suit this month

The Labor

against Teamsters President
Frank Fitzsimmons and other
former trustees of the union's
Central States Pension Fund to
recover millions of dollars in
losses due to alleged mismanage-
ment of the fund.

The suit is the largest ever filed
under the Employe Retirement
Income Security Act (ERISA).
Under ET%ISA, fund trustees can
be held personally liable for fund
losses.

The government is uncertain of
the exact amount of the losses,
but Francis X. Burkhardt, as-

sistant secretary for labor-man-

agement relations, said fund
losses due to questionable loans
may total at least $125 million
and many more losses may be
uncovered as the investigation

proceeds.

It is also unclear if the full
amount of the alleged losses can
be recovered, if the suit is sue-
cessful. "We hope to get it all ...
obviously, if there are no assets,
you can't expect to get blood out

of a turnip.,” Labor Secretary

Ray Marshall warned.

OSHA slashes

benzene levels

WASHINGTON-The Occupa-
tional Safety and Health Admin-
istration has slashed the permis-
sible worker exposure level to
benzene, a clear, inflammable
chemical linked to causing leu-
kemia.

The new standard, which goes
into effect ,March 13, 1978, limits
exposure to benzene to 1 part per
million parts of air over eight
hours, with a ceiling of 5 parts
per million for any 15-minute
period.

OSHA estimates that more than
600,000 workers come in contact
with benzene. About 11 billion
pounds of benzene are produced
annually. It is used primarily in
the production of organic chem-
icals that serve as intermediates
in the manufacture of plastics,
varnishes, lacquers and many
dyes.

Several Central Fund officers
named in the suit are covered by
a fiduciary liability policy un-
derwritten by Aetna Casualty &
Surety Co. of Hartford, Conn.
That policy has a $5 million an-
nual aggregate. It is not known
if Aetna

also covered trustees

Nnamed in the suit.

The suit lists a series of ques-
tionable loan transactions the La-
bor Department claims illustrate
a "pattern of imprudent behavior
by the trustees. Loans were made,
for example, without any attempt
to obtain appraisals of collateral
or were accompanied by unusual
agreennents to forgo interest pay-
ments.”

The suit also contends that
trustees made no effort to collect
on loans and did not take steps
to ensure that loans made were
used for the purposes specified by
the borrowers.

The trustees for example lent
$25 rnillion to two Las Vegas ho-
tels, the Stardust and Fremont,

for hotel improvements. The trus-

The people with

know-who in

LOUISVILLE

are NAHM, TURNER,
VAUGHAN & LANDRUM

29th Floor, First National Tower
589-6070
SEE OUR AD ON PAGE 3

tees allegedly permitted the diver-
sion of a large sum” of the loan
for other purposes.

Defendants named in the suit
include Mr. Fitzsimmons; Daniel
Shannon, executive director of the
Central States Pension Fund; Al-
vin Baron, a former fund asset
manager now under indictment
for allegedly accepting a $200,000
kickback on a loan from the
fund, and 16 former trustees of
the fund who earlier resigned or
were removed during earlier La-
bor Department investigations of
the $1.4 billion fund, the third
biggest in the country.

In a prepared statement, Team-
ster president Fitzsimmons said
he is confident that his perform-
ance as a trustee, "has met the
highest fiduciary standards.” -

and storage facilities; power
communications, and other sup-
port systems.

- Offshore loading and un-
loading facilities, pipelines, ca-
bles, structures and fittings.

- Other vessels, craft, property
and equipment associated with
exploration development, recov-
ery, production, processing, stor-

age and movement of oil, gas
=2araaad miinmaerals. -

When they're worth knowing, it's worth knowing IAC.

Industrial Appraisal Company
222 Boulevard of the Allies
Pittsburgh, PA 15222

(412) 471-2566

Offices nationwide in maior cities
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SECURITY GUARD, DETECTIVE
& PATROL SERVICES

BURGLAR & FIRE ALARM
MONITORS &INSTALLERS

As one of the leading underwriters of this class of business

in the U. S. A, CoverX has the necessary expertise, facilities
and authority to provide the prompt, efficient and competitive
responses required by both broker and insured.

Our comprehensive liability product together with limits of
liability up to $5,000,000 (in most States) makes a Cover X
quote a must for any insurance professional.

Call or write today for applications or further information .

COVERX CORPORATION

30161 SOUTHFIELD ROAD

SOUTHFIELD, MICHIGAN 48076
TELEPHONE: (313) 644-3200
TELEX 23-5635

Affiliated Office:
AGENCY MARKETING. INC. OF COLORADO

180 Adams, Denver, Colorado 80206
(303) 321-2700
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letters

Continued from page 12
Program for Business and Indus-
t,V-" The New York Center's ad-
dress is 133 E. 58th St; New York,
N.Y., 10022; 212-826-6620. In Chi-
cago, the address is 145 E. Ohio,
Chicago, Ill., 60611; 312-467-5570.
The center in Los Angeles is Zo-
cated at 1015 Gayley Ave., Los
Angeles, Calif., 90024; 213-479-
4254. For addresses or phone
numbers of other TM centers,
write OT call any Of the centers
listed.

An example

To the editor: An interesting ex-
perience occurred in the annual
inspection of the 150 properties
owned by the County of Mon-
mouth in New Jersey.

EXTENDED

REINSURANCE GROUP

Responding To The Needs
Of The Airline Industry

0 Meuopoiitan pmdenbef

memveer o | HE

The Guardian

MERICA /«*5%

Mutual Benefit Life

Wi@[IN'Y

ERG MANAGEMENT CORPORATION

A Duncanson & Holt Group Company
99 John Street New York, N.Y. 10038

Telephone: (212) 233-2016

Provided through the Extended Reinsurance Group: - The Equitable
Life Assurance Society of the United States- The Guardian Life Insur-
ance Company of America-Home Life Insurance Com-
pany- Metropolitan Life Insurance Company- The Mutual Benéefit Life
Insurance Company- The Mutual Life Insurance Company of New
York- The Prudential Insurance Company of America - State Mutual
Life Assurance Company of America

Last year a wall collapsed in
one of the highway storage build-
ings. Investigation revealed that
sand and salt mixture had been
stored within the walls of one of
the buildings in an abandoned
garage stall. The material was
moved in and out of storage with
a front end loader. The pressure
exerted by the loader against the
back wall ultimately pushed the
wall out the back of the building
causing a loss of approximately
$4,000. The 10:s wa: less than the
deductible carried and no claim
was made under the policy.

The annual inspection made be-
fore revising the "statement of
values" fcr the county property
indicated :hat this procedure was
being follcwed in two more loca-
tions. These locations were advised
of the consequences of the adapta-
tion of the storage facility and a
change was made.

This would seem to be practical
risk management.

H. M. Farrow, Jr.
Insurance consultant and risk
manager, INnsurance & Risk
Management Consultants, Red

Bank, N. J.

Social Security

To the editor: Plaudits on the
article on Social Security raises
which appeared in your Jan. 23
issue. It shows plainly that the
Social Security increase will in-
crease prices, reduce employment
and maybe reduce employ,e bene-
fits of those already on a payroll
-a great thing indeed .for the
working man, his employer and
even those receiving Social Secur-
ity-who will have to pay more for
goods and services caused by in-
creased c6sts of doing business.
Who's chasing whose tail ?

J. T. Langdon

Wyoming insurance commis-

sioner, Cheyenne

TAA, etc.

To the editor: | greatly enjoyed
the light touch of Rebecca Fan-
nin's riskWatch column (Jan. 23).
I was not aware of the broad ef-
fects of TM and other programs

. and | found it refreshing to
have it presented this way, as op-
posed to the usual bash over the

" head!

Peter Kilduff
Connecticut General Insurance

Co., Hartford, Conn.

-riskVWatch

By GREG DAVID
A look back at the trust crisis:

Some regulators did; some didn't

One year ago this month, Business Insurance published the
first story in what was to become a year-long investigation
of self-funded multiple employer trusts. These trusts operated
in a regulatory vacuum in February 1977, claiming the pen-
sion reform law protected them from state insurance codes.
Only a few regulators seemed to care that health coverage for
millions of Americans was endangered.

The situation is different in February 1978. State insurance
departments have won important court rulings that the trusts
are subject to state laws. As a result
many trusts have found insurers;
others have terminated. Some trusts

continue to operate in states that j

have failed to act.

So, now seems an appropriate ley’'-c
time to examine how state officials rml=—=1/111
tackled and the federal officials 1% Nalmir,r=r
ducked the multiple employer trust I*-
crisis.

No one reacted in late 1976 and

1977 when the trusts exploded 3 -...

. Labor -3---'---

David

early
in size and number. The U.
Del)artment, the agency assigned to
enforce ERISA, merely filed information on the trusts in a
cabinet somewhere. States, unsure of their jurisdiction, kept
their eyes open but their hands in their pockets.

Early in 1977 two trusts filed for bankruptcy, leaving thou-
sands with unpaid medical bills in the millions of dollars.

One of those holding unpaid bills was Thomas Tribolet of ,

Ft. Wayne, Ind. Mr. Tribolet worked for a three-person com-
pany that had purchased medical coverage through an insured
multiple employer trust. The firm's insurance agent moved

the coverage to the self-funded National Multiple Employers 1

Foundation when faced with a large rate increase.

The Tribolets' 19-year-old son was injured in an accident
in the summer of 1975, becoming a quadriplegic. The Founda-
tion at first paid $40,000 in medical bills, but then refused
further payments because the youth had turned 20. Under
Indiana insurance law a company would have been required
to offer the youth an individual policy; the Foundation said
ERISA exempted it from those requirements.

The Foundation filed for bankruptcy in February 1977,
leaving no one to pay Tribolets' mounting medical bills. The
family's attorney turned to the Labor Department, desperate
for help. The department refused repeated requests for help.

At first insurance departments in Indiana and California
weren't much help either. But eventually the National Assn.
of Insurance Commissioners provided important legal exper-
tise and the NAIC and Tribolets' attorneys won an important
federal appeals court ruling this fall. The court ruled the

For more facts circle 67 on reply card

FRISA claim was a sham, said the Foundation was an unau- ]
thorized insurer and held the agents liable for the medical
bills since they placed business with an unauthorized insurer. ,

The medical bills, now over $40,000, would be paid. But for'
over a year the Tribolets faced the prospect of financial min ,
as well as their son's tragedy.

Things might have been different if the Tribolets lived in
Arizona or Kansas. There two young and aggressive insur-
ance department attorneys, Frederick Berry in Arizona and
Michael Mullen in Kansas, spearheaded aggressive efforts
which resulted in two crucial federal court decisions last year
in favor of state regulation. Other states also took action.

But the Labor Department ducked the problem. In the
summer of 1977 California officials warned the department
something was wrong with the Foundation. An investigation
was begun after the trust filed for bankruptcy in February.
Labor officials asked Colorado officials how to audit a trust
operating in that state, then disappeared so the state could not
get the information they uncovered.

Alerted by a private citizen, the department investigated an
Oklahoma-based trust paying a phenomenal 85% of contribu-
tions for commissions. But the department failed to act and
states which moved several weeks later, had to get a court
subpoena to obtain crucial information.

Despite more than a year of work, the Labor Department
has not clarified for anyone who it believes is regulated by
ERISA and who is not. Trusts that solicit individuals are sub-
ject to state insurance law, it has said, and cannot pay com-
missions. Although the courts seem to have held all trusts
are subject to state law, protecting participants will be a slow
process without a more definitive word from Labor.

It's easy for those who have worked on other ERISA prob-
lems to dismiss this as another example of how Labor has
dealt with most problems. It's easy to dismiss, that is, unless
your son is a 21-year-old quadriplegic.

They said the "horseless carriage" would never
work. More than a half century later-after a lot of
trial and error-the automobile industry is one of
the largest in the world.

C.1.U. is entering its fifth year; growing up
is never easy, but...

We are here and we are on our way!

INe» «F*POMA?rED

INTERNATIONAL INSURANCE

Exclusive representatives of
HIGHLANDS INSURANCE COMPANY

cf Houston, Texas

TELEPHONE: 212-943-8100 - TELEX: WU 126586 - RCA 235466
127 John Street, NewYork, N.Y 10038
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Ford iudgment...

Continued from page 1
$6,600 in medical costs.

There were no punitive dam-
ages in the Gray award because
such damages are prohibited un-
der California law in wrongful
death cases.

The $659,680 award in the Gray
case was said by some observers
also to be a record award for a
wrongful death of a 52-year-old

Henry R. Nolte Jr., vp and
general counsel for Ford, said that
the jury award was "so unreason-
able and unwarranted that it will
not be paid.”

Ford will file post-trial motions,
he said, that will seek to persuade
the judge to enter a verdict for
Ford, order a new trial or reduce

the amount of the verdict.

"If we are not successful with
the post-trial motions, we will ap-
peal,” said a Ford Co. spokes-
woman.

The spokeswoman said that
Ford's insurance department
would make no comment on a
case in litigation. However,
sources close to the trial said they
believe the giant auto manufac-
turer is self-insured for the award.
California law prohibits the pay-
ment of punitive damages out of
insurance coverage.

Mr. Nolte in his statement re-
iterated arguments made during
the trial that the 1972 Pinto in-
volved in the accident met all
applicable federal safety stand-
ards and thus was not defective
in construction or design.

He also contested the argument
of plaintiffs' attorneys that the
impact in the crash was light. He
said both Ford engineers and
outside experts concluded that
Mrs. Gray's vehicle was struck at
a speed in excess of 50 mph. "And
at that speed, the fuel system de-
sign of any subcompact car, in-
cluding the Pinto, could not have
withstood an impact of such vio-
lence,” he said.

Byron Rabin, chief attorney for
the Gray family, told Business
Insurance, however, that his side
introduced the "Chiana” memo to
show that Ford had studied the
idea of moving the Pinto's gas
tank because it was aware that
the vehicle failed crash tests due
to fuel integrity or fuel leakage.

"Moreover, Ford must have
known what foreign manufac-
turers were doing in regard to the
positioning oY gas tanks in 1972,"
he said, "by virtue of the fact

The people with

know-who in

MINNEAPOLIS

are

BRANDOW HOWARD KOHLER
& ROSENBLOOM

3601 Park Center Boulevard

929-5551
RFF Olin AnNn mnu DAr= 2

that it introduced the Pinto to
compete with imported automo-
biles. And in 1972, there were 24
European vehicles that placed the
gas tank in front or behind the
rear axle, a position that causes
no fuel leakage."”

He pointed out that Ford's
Fiesta subcompact, manufactured
in Europe, comes with the gas tank
placed forward of the rear axle.

The automobile manufacturer's
refusal to relocate the gas tank in
earlier Pintos was a pure cost/
benefit calculation, charged the
attorney.

As for the defendant's argu-
ment that the 1972 Pinto met all

federal safety standards of that
era, Mr. Rabin said there were

no federal standards for gas tank
rear-end impacts in 1971 or 1972
Ford lobbied

because against

them.

Judge Leonard Goldstein, dur-
ing the trial, prevented any men-
tion of Ralph Nader's campaign
of last summer against the Pinto
gas tank design.

The consumer advocate called
on Ford to voluntarily recall the
Pinto and retrofit it with rubber
fuel cells without cost to the con-
sumer "as a matter of conscience.”
With Ford's failure to respond,
he demanded that the National
Highway Administration issue a
recall order and that Congress
hold hearings on "this corporate
criminal negligence."”

Clarence Ditlow, executive di-

Retrospective plans...

Continued from page 1
Planning Group.

The adjustment is mandatory
for workers compensation since
it has been approved by the Na-
tional Council of Compensation
Insurance.

But use of the adjustment for
auto and general liability may be
a competitive factor among insur-
ance companies since they have
only been advised to use it.

Among these insurance compa-
nies who are using the factor are
Travelers Insurance Co., Ideal
Mutual and Kemper Insurance
cos.

Aetna Life & Casualty is only
using the factor for workers com-
pensation. According to Bob
Smith, director of product man-
agement for workers compensa-
tion at Aetna, insurers who use it
for auto and general liability
would "be put at a competitive
disadvantage."

The ISO filing for auto and
general liability has been ap-
proved almost nationwide, exclud-
ing Louisiana, North Carolina,
Texas, Hawaii, N6rth Dakota,
Vermont and Virginia. ISO filings
aren't made in the "open-rating”
states New York, California or
IHlinois.

The retro development adjust-
ment for workers compensation
ranges from a low of 2 % to a
high of 12.6% in Delaware, aver-
aging about 3% to 4% in most
states. This percentage is multi-
plied by the loss conversion fac-
tor to determine how much of the
first year's premium is retained
by the insurance company.

INn most cases the adjustment
would be a small amount. But on
large accounts it could be a larger
factor, said Frank Snook, spe-
cialties risk underwriting officer
with Kemper.

Despite the importance of the
factor's introduction, few risk
managers contacted knew about
the change.

"They don't want adverse pub-
licity,” Mr. Friday said. "They
don't want to wave the change
like a flag, but want to slip it

in renewals.”

Regardless, insunnce compa-
nies said they have informed field
offices about the adjustmen't. But
part of the communication barrier
may have resulted from ISO's de-
lay in distributing circular letters
to the member companies about
the change, according to Don
Gunyan of the ISO.

Risk managers who are aware
of the change are complaining.

"The insurance companies say
they are under-reserved but they
can't prove it to use,” Mr. Friday
said. "They're turning out to be
over-reserved on 90% of our
claims.”

The change has also spurred
talk about self-insuring.

"It's just another nail in the
coffin toward captives, self-insur-
ing and fronting in lieu of stand-
ard retro plans,” said Mr. Friday.
He added that he's not in favor
of the retro change and would
even change insurers to avoid it.

"l don't want a carrier to lose
a lot of money on an account or
make a lot of money but if this
retro change affects me, then I'm
going to go self-insured," said
James Moore, system director of
risk management at American
Water Works.

Mr. Kloman, however, dis-
counted the importancce of the
retro development factor.

"Those are ways of getting
around it if if you are a good
risk manager and have a good
broker," he said.

The finances of the retro plan
mudt be mutually agreeable to the
insured and insurance company
so that the retro development fac-
tor wouldn't automatically apply
to each policy.

Insurance companies have coun-
tered the complaints, arguing that
the premium returns would be

spread out more evenly with the
adjustment. Sorne have
argued that risk managers with
large accounts are more receptive
to the new approach because R
helps them to budget better.

The old approach "raised havoc
internally"” since the risk manager
would have to ask upper manage-
ment for more dollars during tKe
later years of the retro period
after they had returns in earlier

years, said Richard Cochran, as-

even

sociate diredtor of workers com-

pensation at Travelers. u
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rector of the Nader-founded Cen-
ter for Auto Safety in Washing-
ton, D.C., said his organization ap-
plauds the $128 million award as
a fine imposed on Ford for "egre-
gious conduct."

"If criminal penalties had been
available, Ford would not have
been fined," he asserted, noting
that his group would have greatly
preferred criminal penalties to a
civjl fine.

Ford lobbied in Congress
against the imposition of criminal
penalties in cases of faulty auto-
mobile design. Instead, he said it
asked for and got a milder mea-
sure which involves a $400,000
fine.

Mr. Dillow noted that in 1974
his organization went to the De-
partment of Transportation to
lobby against the Pinto's gas tank
design which he said Ford finally
altered in time for the 1977 mo-
dels.

Victim Richard Grimshaw who
lives in Anaheim, Calif., said,
"If i had a choice of whether to
take this money and go through
all these burns and stuff or just
lead a normal life, I'd lead a nor-

[ gm an = — W | life _"~" -—
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D. R. MEAD & COMPANY

1900 Biscayne Boulevard
576-1101
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EXCESS

UNDERWRITERS, INC.

150 South Wacker Drive/ Chicago, lllinois 60606
312/ 641-0033 / Telex No. 25-4127

We offer excellent underwriting
facilities on big inland marine lines

- from $50,000 to several millions.
This rapidly expanding market offers

the alert producer an opportunity to

cash in on extra premiums, while

providing additional protection and
service. You don't have to be an
expert on commercial inland marine.
Contact one of our 16 member
companies for information on the
types of coverage available.

IMPROVED RISK MUTUALS

15 North Broadway, White Plains, NY 10601
Atlanta - Chicago - Dallas - Detroit

Greensboro - Los Angeles - New England
San Francisco

CONTACT A MEMBER COMPANY: An*rtan Manufacturers - Cemral Mutual - Emp’l\(jers Mutual Casualty - Grain Dealers - Indiana

Lumbermens - lowa National - Lumbermens Mutual Casualty - The Lumbermens Mutual - | S
Michigan Mutual Insurance - Millers Mutual - Pennsylvania Lumbermens - Penns,ania Millers - Unigard Mvtual -

For more fack 6-1. 70 an lani- ,—,01

utual - Merchams Mutual - Michigan Millers -

ica Mutual
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Punitive damages...

Continued from page 1

both using the exclusion that the
issue is so volatile that their deci-
sions to incorporate the exclusion
remain under study.

But while Kemper and CNA
maintain they are now also ex-
cluding punitive damages in their
excess policies, American Inter-
national Group and Northbrook
say they are flexible and will tend
to follow the primary policy.
Northbrook, however, will ex-
clude punitive damages if there is
no underlying policy. On stand-
ard ISO business, AIG is adopting
the exclusion.

Interviews with buyers of com-
mercial insurance, brokers and
insurance company executives in-
dicate that the large commercial
buyer at least should be able to
negotiate the exclusion out of his

policies or else find another in-
surer as Robert Spencer at Fuqua
Industries did.

"l refused to renew my um-
brella with The Home Insurance
Co. of New York because they
refused to delete the exclusion.
I went all the way to the presi-
dent and they still wouldn't delete
it," RIMS president Mr. Spencer
said. He placed his umbrella with
Northbrook, which "for a little
more,"” didn't write the exclusion.

ANnd he hopes other risk man-
agers are taking this strong a
position. "l think we can change
it. | don't think they can make
it stick,"” Mr. Spencer said, argu-
ing that corporations deserve the
insurance as long as they haven't
been "wantonly negligent.”

It's also agreed that since the

1 1/

WORLD-WIDE WEU
CONTROL SPECIALISTS

Protection against disaster... control of well, clean-up and

containment expenses, seepage and pollution liability, re-
drilling expenses and physical damage. Land and offshore.

Taking the Risk out of Business

THE WETZEL COMPANY,INC.

2000 South Post Oak, Suite 2400
- - - Mailing Address: P.O. Box 66452
Houston, Texas 77006

Telephone: 713/6264240
Telex: 76-2053

\kzzSzzsS Only through Agents/Brokers
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insurance industry responds to
demand with a product, policies
specifically insuring against puni-
tive damages will emerge from
the specialty markets,

But buyers and brokers don't
want the exclusion in any liabil-
ity policies. They are questioning
the motivati6n of the insurance
industry, which on the one hand
is arguing that punitive damages
as a form of punishment are not
a subject for insurance, but with
the other hand will eliminate the
exclusion, perhaps for an addi-
tional premium.

Fireman's Fund Insurance Co.
vp Creighton White concedes
"buy backs put the whole thing
in a sour light. It says in effect
that here's an exclusion but cross
our palm and we'll drop our prin-
ciples. But I'm not saying that's
the insurers' thinking. They are
just responding to pressure. Those
buyers have a lot of clout.”

His own company is writing
the exclusion and hasn't made
any exceptions yet. "But we
haven't closed the door complete-
ly. If its a super case, we might
make -an exception. But if the
concept has any validity, excep-
tions should be a rarity,” he said,

Buyers and brokers are also
arguing for a reduction in pre-
mium if the exclusion is written.
But ISO did not file for any
premium reductions. Richard R.
Savage, vp of ISO's commer-
cial lines department, explained,
"There were not enough losses
to warrant a rate reduction, but
looking ahead, if the policies
weren't amended, we would have
needed an upward adjustment.”

Complicating the issue is the
dispute over whether punitive
damages were ever covered by
the insurance contract. CNA
maintains its adoption of the ex-
clusion merely clarified what its
position has been all along and
contends it has never paid a pun-
itive damage award. Aetna and
Continental Insurance Cos. ad-
mit to liberal policies in the past
of paying punitive awards since
there was no specific exclusion.

Then there's the problem of
varying state laws on the award-
ing of punitive damages and
their insurability. Clarifying an
earlier statement from ISO's legal
department, ISO counsel William
Navara said four states do not
allow the awarding of punitive
damages in tort action: Massachu-
setts, Louisiana, Nebraska and
Washington.

Also, he continued, "our re-
search indicates that the case
law in the following states does

not permit an insurer to pay

THE RISKS OF NUCLEAR
POWER REACTORS

A Review of the NRC Reactor Safety Study
WASH-1400 (NUREG-75/014)

A review and revision of the U.S. Atomic Energy Commission's "Reactor Safety
Study”, released by the Nuclear Regulatory Commission in 1975. The Review

was carried out over a two year period by thirteen experts under the auspices
of the Union of Concerned Scientists.

210 pages, 7 figures, 10 tables, with complete documentation, $5.95. Price in-
cludes postage. All orders must be prepaid.

WWrite to:

UNION OF CONCERNED SCIENTISTS

1208 Massachusetts Avenue

Cambridge, Massachusetts 02138

Attn: Publications Department C

A state - by - state rundown

The following 33 jurisdictions have approved the Insurance
Services Office filing for exclusion of punitive damages:

Alaska, Arkansas, California, Colorado, Connecticut, Dela-
ware, District of Columbia, Florida, Idaho, lllinois, Indiana,
lowa, Kansas, Louisiana, Massachusetts, Missouri, Montana,
Nebraska, Nevada, New Hampshire, New Jersey, New Mexi-
co, North Dakota, Ohio, Oregon, Pennsylvania, Puerto Rico,
South Dakota, Utah, Virginia, Washington, West Virginia

and Wisconsin.

ISO has been notified of rejection of its filing in Alabama,
Kentucky, Maryland, Michigan, New York and Rhode Is-
land. Wyoming has rejected the filing; Texas disapproved
it for inland marine and it hasn't been filed for other lines;
the filing was withdrawn in Mississippi for technical rea-
sons, and South Carolina refuses to accept policies with the

exclusion.

punitive damages assessed against
its insured for certain tort actions
arising out of the insured's own
acts: Colorado, Kansas, Missouri,
New Jersey, New York, Penn-
sylvania, Florida, Virginia and
Minnesota.” Mr. Navara caution-
ed that the research was conduct-
ed 1-ast September.

Those quirks aside, buyers and
brokers are asking what' impact
the exclusion will have on the
way litigation is handled. Will in.
sureds have to hire their own at-
torneys to defend the claims for
punitive damages? Could that re-
sult in an adversary relationship
between the insurer's and insur-
ed's attorneys?

Kemper liability claims man-
ager Earl Gurneck said with the
exclusion adopted by Kemper "all
cases will have to be handled un-
der a reservation of rights," a
procedure used in the past in
states that do not allow insurers
to pay punitive damages. That
means Kemper will defend the
suit in its entirety, reserving the
right not to pay any punitive
award, and will also invite the
insured to retain his own attor-
ney at his own cost.

Mr. Gurneck conceded the ex-
clusion does present some prac-
tical problems for the claims de-
partment in handling out-of-court
settlements. "If the plaintiff's
attorney during our negotia-
tions doesn't make any separa-
tion in compensatory and puni-
tive amounts, we have an inde-
pendent decision to make: Is the
case worth what the plaintiff
wants on compensatory alone? If
it is, we'll settle. If not, then we
won't settle. We could relay a
demand for punitive damages to
the insured, telling him it's his

own decision to make.”

As for adversary relationships
developing between the insurer's
and insured's attorneys, CNA
senior vp and general counsel
Ronald A. Jacks said, "It's pos-
sible, but if the lawyers are pro-
Yessionals, they will work in
tandem.”

Brokers have other questions
not addressed yet by the insurers.
"If a risk has nationwide opera-
tions, but the state in which the
policy is issued has not approved
the exclusion, is the insurer en-
titled to attach the endorsement
to have effect in those states that
have granted approval?" asked
Harry F. G. Wey lll, president
of the National Assn. of Insur-
ance Brokers. "Or, if the endorse-
ment is approved in the state of
issuance, is it applicable in a
state where the exclusion has not
been approved or disallowed?"

And Robert F. Bauer, vp of
Johnson & Higgins who prepared
a paper for the NAIB discussing
reasons for its objections to the
exclusion, suggested the exclu-
sion "can drive a wedge between
the carrier and the insured. The
plaintiff's attorney will now know
about the exclusion and we will

get more complaints seeking pun-

itive damages. The insured will
get concerned and pressure the
insurer to settle and the insurer
will resist the pressure.”

As insurance :pecialists debate
the exclusion, they are challeng.
ing the very validity of awarding
punitive damages to plaintiffs
and are asking for reform to
solidify and justify what they
consider to be an amorphous and
abused body of law.

The Risk & Insurance Manage-
ment Society supports the elim-
ination of punitive damage
awards except for intentional
acts and willful, wanton mis-
conduct, said Reg Beane, RIMS
director of government and in-
dustry relations. RIMS further
believes, he said, that coverage
should be available for vicarious
liability, protecting the employer
when he is assessed damages for

the actions of his employes that
he neither condoned nor con-

trolled.

But most insurers argue they
cannot write a policy that would
only apply in cases of vicarious
liability.

INA and SAFECO, which are
adopting the ISO exclusion, how-
ever, believe they have success-
fully written endorsements to
protect their insureds only in
cases of vicarious liability.

INA vp Robert G. Warren said

the endorsement will be "mod-
estly priced," and will protect an
insured, where permitted by law,
when the activity of an insured's
agent that is not known and con-
doned by the insured results in
a punitive award. SAFECO's en-
dorsement will cost 3 % of the
automobile or general liability
premium.

Mr. Warren noted that INA is
also leaving the door open in
negotiations with its large in-

sureds to just delete the exclu-
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the world's truly
iInternational broker?

...reed shaw stenhouse

of course!

With 135 wholly-owned Reed Shaw offices staffed by
more than 4000 Reed Shaw people on 6 continents,
we're obviously fully committed to being truly interna-

tional and to solving the multifarious insurance prob-
lems of our international clients.

An internationally oriented Reed Shaw professional is
likely to be close at hand wherever your business in-
terests may take you. He'll be an active member of
the local business community, knowledgeable of all
its regional peculiarities yet involved with your insur-
ance needs internationally as well as locally.

r--mrn rr

tea~

And, he'll be there when you need him with all the
expertise and resources of Reed Shaw's worldwide
organization to back him up.

For you, the result is the best of all possible insurance ,
worlds...a broker who is knowledgeable, friendly
and responsive to your own very special insurance
needs. and who has all the vast reserves of the
world's greatest insurance brokerage company at his
fingertips.

So, when you think about international insurance ser-

vice, call the nearest Reed Shaw office. It's your key
to the best insurance organization in the world.

REED SHAVW STENHOUSE
INTERNATIONAL INSURANCE BROKERS

With offices in Boca Raton, Boston, Chicago, Denver, Ft. Lauder-
dale. Honolulu. Houston, Kansas City, Los Angeles. New York.
Orlando. Pittsburgh, Portland. St. Louis. San Francisco, Seattle.
Washington and one-hundred six other cities around the wodd.
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David Hampson, 25, has filled
a new position as property risk
analyst for Harris Corp. in Cleve-
land He's responsible for ad-

people

ministering all property risk
functions in addition to coordin-
ating engineering protection serv-
ices and conducting risk funding

York, 29, replaces Troop at Northrop e oo

Gregory York, 29, has been manager. He reports to William J ropolitan governments of Nash- as vp, responsible for insurance, den, insurance manager. Mr.
named director of col porate in- Adams, vp-treasurer He replaces ville and Davidson, Tenn As head pension and profit-sharing trusts Hampson previously was a grad-
surance for Northrop Corp in Los James M. Batcheldor, who has re- of the office of risk management, and financing, He's also vp of uate assistant in the risk manage-
Angeles and its subsidiaries, re- turned to an insurance agency he is responsible for handling Refco Cos, a Marmon affiliate, re- ment department at the Univer-
placing Alan Troop who resigned after working several years at property and casualty programs, placing Lawrence A Zmder, who sity of Georgia Before that, he
to join Alexander & Alexandet, Cook Mr Tompkin previously claims handling and loss preven- is senior vp of Hyatt Corp At worked for Hampson Insurance
Los Angeles Mr. York's position worked for a brokerage firm in tion Nashville has developed a Marmon, Mr Palles replaced Fred Agency Inc in Miami for 256
was effective in early February San Diego, Burnham & Co, for self-insurarce program for its Manning, who was treasurer and years.

At Northrop, he reports to James 18 years liability exposures and will be has now formed his own invest-

D Wilson, senior vp-finance Mr utilizing a loss aggregate deduct- ment company in Chicago, Man- Jack G. Wilson has Joined
York was formelly director of in- Frank J. Petros, 33, has Joined ible in its property coverages Mr ning Investment Co Before Join- Floating Point Systems Inc. a
surance for Personnel Pool of Leaseway Transportation Corp in Sinclair was a partner in a local 1ng Marmon, Mr Palles was with Beaverton, Ore, based manufact-
America, Ft Lauderdale, Fla Pri- Cleveland as national clairns man- agency befcre Pullman Inc for 12 years, most urer of computer equipment, as
or to that, he was assistant risk ager, a new position He reports to -0 recently as vp of business de- special projects coordinator In
manager and contracts adminis- Philhp | Schuster, Leaseway's di- ENSERCH Corp in Dallas velopment and planning for its this new position, his responsibil-
trator for Brevard County Board rector of insurance and risk man- has filled two positions in the trailmobile division. ities include administration of
of County Commtssioners, Brevard ag€Em€nt Mr. Petros is responsible insurance department Mike Whe- —

—_— —

the company's insurance and risk

John P. Sullivan, 32, has been management programs and em-
way's 160-plus subsidiaries Pre- insurance department, replacing promoted to manager of indirect ploye benefits, He reports to
Lawrence Flax, 29, has been viously, Mr. Petros was manager Lee E Baldwin, who moved to compensation for the Penn Mu- Henry G Jansen, manager of
named employe benefit supervisor of insurance at Coastal Industries Zapata Corp, as reported earlier. tual Life Insurance Co He's le- planning and control Mr Wilson
for GTE Lenkurt in San Carlos, Inc in Akron for five years, Before, Mr Whelan was assistant sponsiole for the home office em- was previously with Columbia
Calif, a new position He re-  where he has been replaced by insurance manager for 215 years ploye benefits progi am and le- Corp in Portland for eight years
ports to Ray Patton, manager of Joseph Lewis, 30 Mr Lewis is in Mr Whelar handles all property tirement plan as well as personnel as director of risk management,
industrial relations His duties en- charge of claims, workers com- and casualty. The new assistant data and payroll. Mr. Sullivan,
tail managing all employe benefits, pensation, property and casualty insurance manager is Greg Sosbee, who reports to Daniel Dawley,
including the retirement program and some litigation matters He 27 Mr Sosbee previously was an second vp in personnel, is also the we'd hke to report on staff
Mr Flax was formerly a pension reports to Don Wood, vp of ad- underwriter with Employers In- plan administrator for the com- changes in your risk management
coordinator for the brokerage di- ministration. Mr Lewis previous- surance of Texas for four years pany's home office employe wei- or emplove benefits department
vision of Connecticut General In- ly was a lawyer in a Cleveland Both,Mr Sosbee and Mr. Whelan fare benefit plans Before, Mr Wnte to Rebecca A Fanmn,

County, Fla for all claims filed against Lease- lan, 30, IS tne new director of the

[

surance Co. in San Francisco.

George H Tompkin Jr., 46, has
joined Cook Industries Inc in Robert L Sinclair, 48, has been
Memphis as risk and insurance named risk manager for the met- the Chicago-based Marmor. Group

classified advertising

RATES AND CLOSING TIME: $3 00 per line, minimum charge $15 00. Cash
with order. Figure all cap hnes (manmum-two) 30 letters and spaces
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law firm.

INn a newly created position,

corporate treasurer

SENIOR ACCOUNT EXECUTIVE
Seattle office of large interna
tional brokerage firm seeks ex-
perienced account executive cap
able of serkicing and developing
Iari;e commercial accounts Indl-

Inust possess proven tech-

ephes are forwarded daily. Closing deadime Copy tn wntten form in nical abilities In all commercial
Chicago offzce not later than noon, Monday, 7 days preceding publica- lines of insurance and be well
tion date Published euerv other Mondav. Dlisplay classified takes card versed tri risk management tech-

rate of $3325 per column inch, and card dtscounts on size and fre-
quency. Mail ads to Business Insurance, classified advertising dept.,
740 N. Rush St., Chzcago, Ithnots 60611.

HELP WANTED

Employee Benefit
Consultant

Outstanding Atlanta opportunity to
head up Employee Benefit Consult-
ing operation for a major mterna-
tional consulting firm Exclusive
listmg from our client Compensa-
tion package is in the $30,000 to
$40.000 range If you have either
consulting, corporate benefits or
group Insurance experience, please
contact Richard C Gay Your name
or company identification would not
be released without your approval

CONTACT:

< Richard C. Gay

INSURANCE PERSONNEL RESOURCES
2070 41/htrei Ro N W Su.te 622
A.6 Geggi 30305 /4043 2622972

GROUP
CLAIMS
MANAGER

We are Group Insurance Consultants
and Administrators working on a
fee only basis Because of steady
growth we need a person with 47
years of medical and dental claims
experience including at least 2 years
in a supervisory capacity Must have
the ability to hire and train new
employees as well as manage the
the current staff of 16 Additional
backgrouid in group underwriting or
administration would be helpful but
not required

Call collect or write to

John F. Molloy
J. F. MOLLOY &

ASSOCIATES, INC.
2511 East 46th St., Bldg M-7
Indianapolis, Indiana 46205
(317) 547.5441

RISKMANAGEMENT
DIRECTOR

Our client is a stzeable New York City based privately owned, profes-
sional Risk Management & Insurance Brokerage Firm. They are seeking
a high level individual with broad experience and particular skills in
Risk Management The individual must be able to do risk surveys in
field and to design a total risk management and insurance program for
sizeable clients He should possess explicit and detailed knowledge of
insurance contracts College degree, CPCU and RM designations would
be helpful as well as advanced studies in insurance, risk management
or law This :s an unusual opportunity for substantial personal as well
as financial growth to the exceptional individual.

This Is a chance to perform m the best of both worlds - Brokerage and

Risk Management.

YOUR IDENTITY WILL NOT BE DISCLOSED TO OUR PRINCIPAL
WITHOUT PERMISSION. ALL REPLIES WILL BE ANSWERED.

Apply by sending written detailed resume and salary requirements to-
MORRISON. FRIEDMAN ASSOCIATES, Insurance Industry Management Con-
sultants, 115 Robby Lane, Manhasset Hills, NY 11040

niques Salary and relocation ne
gotiable. Excellent benefit plan.
Send resume and salary require-
ment m confidence to:
Box 991, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611
An Equal Opportunity Employer

RISK MANAGER
CITY OF ANAHEIM

This newly created Division Head
will Involve supervision of a
Safety Administrator, Workers'
Compensation Administrator and
two clerical positions. Risk man-
agement experience required,
with emphasis on risk analysts,
loss prevewion and claim con-
trol. Salary $26748 84-$32510.-
40 per year. Apply Personnel De-
partment nc later than March 1,
1978, 241 S Anaheim Blvd.
Anaheim, Calif, 92805 (714)
533-5375.

LOSS PREVENTION
REPRESENTATIVES

The St. Paul currently is seeking
experienced loss prevention rep-
resentatives who have worked for

a multiple-lines fire and casualty
carrier. Prefer candidates with a

B.S. degree m engineering tech-
nology or the natural sciences.
Openings presently exist In our
Chicago, lllinois and Grand Rapids,
Michigan Service Centers We
would also be interested m cor-
responding with qualified appli-
cants who h: ve interests in other
locations. Ex=ellent opportun :ties
for personal growth and advance-
ment.

Send resume to:

Employee Relations Department
ST. PAUL FIRE AND MARINE

INSURANCE COMPANY

- 385 Washington Street
Saint Paul. Minnesota 55102

astioul

An Equal Opportunity Employer M/F

report to Benjamin A. Brown, Sullivan was manager of benefits Business Insurance, 708 Third
and personnel information He

Ave.,NY,NY. 10017, 212-986-

replaces Tom Goddard, who be- 5050 We'd also like to receive
Allen P. Palles, 37, has jomed came an investment officer.

HELP WANTED

INVESTMENT ADVISOR
Excellent track record, service
and credentials All size pension
and profit sharing plan port
folios managed according to
ERISA laws

Box 993, BUSINESSINSURANCE
740 Rush St , Chicago, 111. 60611

RISK MANAGERS
EMPLOYEE BENEFITS
CONSULTANTS

For over 15 years, don Howard
has served the Insurance Indus-
try at the middle and upper
management levels. Whether
you are in the market" or are
basically happily employed and
would consider a change only
under the most ideal circum-
stances, you will find that the
don Howard organization with
its excellent relationship with
client companies, brokerage
firms, agencies and consulting
firms, ts In the best position to
confidentially handle your situa-
tion Richard Ziober, VP.

ALL FEES PAID

don HOWARD

PERSONNEL SVvC

40 Marietta St. NW (404) 577-9630
Atlanta, Ga. 30303
other offices New York, Chicago, Dallas,
San Francisco, Houston

CORPORATE
INSURANCE
OPPORTUNITIES

RISK MANAGER to $45,000 +
Major NYSE corp with construc-
tion, real estate & industrial expo-
sures Full authority on ins pro-
grams and staffing

SAFETY MANAGER to $30,000+
Leading Texas oil & mining co will
coordinate safety & loss engineer-
Ing programs in subsidiary opera-
tions

CLAIMS MANAGER to $30,000+
International energy co should
have professional level expr in
marine, on-off shore drilling and
Jones Act

INSURANCE MANAGER to $24,000+
Southwestern based food process-
ing and distribution co 5 years+
corp claims, insurance analysis,
plan administration

PARTIAL LISTING ALL FEES PAID
CORPORATE INQUIRIES INVITED
Contact Donald J. Delaney
INSURANCE RECRUITERS, INC.
3707 Rawlins, Suite 416
Dallas, Texas 75219
(214) 528-0090

photographs of persons involved
in staff changes

We are looking for a man or wom-
an with commercial property/casu-
alty underwriting and/or sales ex-
per,ence to handle existing ac-
counts and participate in new pro-
duction If you are interested in
earning $30,000 plus commission,
this year as a Vice President of a
reputable medium sized, all lines,
northern N J Brokerage/Agency
call (201) 991-9100 or send resume

to

Box 992, BUSINESS INSURANCE
740 Rush St, Chicago, 8 60611

INSURANCE

Insurance Service Org re-
quires exp property &
casualty Indiv Commercial
lines knowledge; brokerage
background a plus.

New York City location, ex-
cellent benefrs. Send re-

sume & salary regmts to
Box 220 IS Rm. 305

400 Madison Ave., NYC 10017

INSURANCE
MANAGER

General Insurance office in Palm
Beach County Florida desires
Manager, Property and Casualty
experience to aid in Administra-
tion and development of Com
mercial Accounts Responsibill
ties include supervision of un-
derwriting activity, budgeting,
personnel, marketing

Auto, Fringe, Salary commen-
surate with ability

Reply in confidence to.
BOX 990
BUSINESS INSURANCE
740 N. Rush Street
Chicago, lll. 60611

MISCELLANEOUS

WANTED -

Agenc, with Casualty Company de
slrous of writing profitable book
Casua ty, No Auto. W C (Package)
Business Call Peter Bommer, CPCU.
(201) 447 1000 Willing to establish
Surplus Lines Agency Exclusivity im

portant Assoction business also
available
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Ats consistent innovation in underwriting nsk iniluences pattems
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/\%tiv Reinsurance. Use its innovation to build the financial
strength of your company.
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If your company is buying
onesize fits all"insurance,
that's un-American.

At American Mutual, the only "size" insurance is the right size for
you - and we do a lot of measuring to make sure it's right.
Insurance that fits - and works -because we deal direct. That's the

American way, the American Mutual way.

AmMmerican

AAutual

INSURANCE COMPANIES, WAKEFIELD, MASS. 01880

We want to keep you safe, and sound.



