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Rolling risks
Moving hazardous chemicals by rail or
truck is dangerous business, but a com-
petitive insurance market is making
coverage easier to find. Extended cov-

erage, page 1 Tough safely programs
for haulers are helping to stop disasters.
Perspective, page 17.

Papa Raab
The father of Allianz in the U.S. de-

scribes how he is building the German-
owned company into one of the most
aggressive of the new international in-
surers here. Page <L
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Township may fight
pollution suit alone

By ELLIS SIMON

JACKSON TOWNSHIP, N.J.-
This municipality may be forced to
defend itselfagainst a $51.5 million
class action suit arising from the
contamination o fwells near a pub-
lie landfill used as an illegal dump
for toxic chemical wastes.

Liability insurers, including
INA, Fireman's Fund, U.S. Fidel-

ity & Guaranty Co. and National
Union Fire Insurance Co., are re-
fusing to defend the township
against the suit initiated by mem-
bers ofthe Legler neighborhood to
guarantee cleanup and medical as-
sistance.

Jackson Township's dilemma,
like that of Niagara Falls, N.Y.,
wheremore than 200 families were
evactiated from the Love Canal

neighborhood, points out pre-
viously unforeseen municipal lia-
bility exposures few have insured

themselves against.
In New Jersey, the problem is

compounded by the concentration
of chemical manufacturers within

the state and constitutional limits

on increased spending by munic:-
palities.

Contamination of groundwater
tapped by wells used to provide
drinking water to 165 families in
the community of Legler resulted
from long-term seepage rather
than pollution ofa "sudden oracci-
dental" nature, insurers have
charged. Only the latter is covered
in standard liability policies.

The landfill opened in 1972 and
since then the township freely per-
mitted dumpers to use the site be-

cause it produced revenue for the
town, charges James McCarthy, a
spokesman for the Legler commu-

nity.
New Jersey permitted the dump

to be used for solid waste and sep-

Risk Retention Act

fails to excite buyers
By SUSAN ALT

CHICAGO-Risk managers generally know little and ap-
parently care little about the federally proposed Risk Re-
tention Act that is heading for a vote in the House of
Representatives.

The act, designed by the Commerce Department, would
allow companies
to pool their prod-
uct liability risks risk management
in federally char-
tered self-insur- board
ance funds.

Risk managers' ambivalence toward the act was apparent
in the survey results ofthe first mailing in 1980 to nearly 100
risk and insurance managers who have volunteered to
serve on Business Insurance's Risk Management Board.

These insurance buyers represent large and small cor-
porations and non-profit entities. They usually have out-
spoken views onthevarious subjects they're asked about in
the regular opinion polls that constitute Risk Management
Board projects.

But this poll produced only 19 responses, supplemented
in the end by phone calls to 16 more members of the panel.
It was evident during the phone conversations that many
insurance buyers are confused and uncertain about what
the Risk Retention Act would accomplish. Moreover, they

Continued on page 25
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tic tank disposal but certain dump-
ers illegally deposited toxic
industrial chemicals not found in

septic tanks, said township attor-
ney Joseph Martone. The landfill
was ordered permanently closed

two weeks ago.
Ninety-six Legler families filed

suit against the township Aug. 29,
1979. The case is in the discovery
process, said plaintiffs attorney
Arnold Lakind ofLawrence Town-

ship.
The suit seeks $25 million for

cleanup expenses, a $25 million
performance bond to guarantee
coverage for medical expenses of
Legler residents, their children

Continued on page 25

To the rescue
Groundwater contamination forced

Jackson Township residents to
look elsewhere for drinking water.

Pension plans
Appeals court allows offset
for workers comp payment

PHILADELPHIA-Pension benefits can be offset

by workers compensation payments to retirees, the
U.S. Third Circuit Court of Appeals here has ruled,
reversing two lower court decisions.

The decision, if followed nationally, could save em-

ployers hundreds of millions of dollars in future pen-
sion plan contributions. It also increases the prospect
for Supreme Court action on the question since
lower courts in two other circuits have found other-

wise.

One such case, Utility Workers Union of America
vs. Consumer Power Co., is expected to be ruled on
shortly by the Sixth Circuit Court of Appeals in Cin-
cinnati (BI, Feb. 19, 1979).

In reversing Buczynski vs. General Motors and
Alessi vs. Raybestos-Manhattan, though, the Third
Circuit said the lower courts incorrectly ruled that
workers compensation payments could not be used
to offset pension benefits under ERISA.

The appellate court further found that ERISA pre-
empts a New Jersey statute outlawing the workers
compensation offset, in effect declaring the state stat-
ute unconstitutionaL

Marc Gettis of Weiner, Staubach, Edleson & Hop-
mayer of Roselle Park an4 Michael Scrola of Gelman
& Gelman of Patterson, plaintiffs attorneys in the
Buczynski and Alessi cases, respectively, say they
are considering an appeal to the U.S. Supreme Court,
but might ask for a rehearing instead.

"The case is ripe for further action since it reverses
a lower court decision," Mr. Gettis said.

The Third Circuit ruling could have a detrimental
effect upon class actions pending against five steel
manufacturers in Pittsburgh, notes plaintiffs attor-
ney Martin Singer of McArdle, Caroselli, Spagnoli &
Beachler of Pittsburgh.

U.S. Court for the Western District ofPennsylvania
could rule against the plaintiffs based on the Third
Circuit decision or it could await the outcome of fur-

Continued on page 25

Congressmen introduce
public ERISA measure

By JERRY GEISEL

WASHINGTON-Rep. John Erlenborn (R-Ill.) and
Rep. Frank Thompson (D-N.J.) are renewing their
drive this month to exert control over the nation's

7,000 state and local government pension plans.
The representatives introduced the Public Em-

ploye Retirement Income Security Act Feb. 13 to es-
tablish reporting, disclosure and fiduciary guidelines
for public plans.

But their latest effort to extend to public plans the
same pension plan standards that now govern pri-
vate pensions isn't expected to even get out of com-
mittee this year.

Congress is now more concerned with shoring up
the thousands of ailing multiemployer pension plans
than with establishing new reporting requirements

for public plans, public and private benefit experts
agree. The multiemployer legislation (H.R. 3904) to
give the Pension Benefit Guarantee Corp. more as-
sets to pay benefits to participants of terminating
multiemployer plans is being considered by the

House Ways and Means Committee (BI, Feb. 11).

Rep. Thompson, who is supporting the multiem-
ployer pension legislation, contends PERISA is im-
portant, too. His legislation "will improve
administration and operation of pension plans cov-

ering public employes and establish certain rights
and protections for participants," he said.

ERISA, which only applies to private plans, is the
model for PERISA, but there are maljor differences
that separate the two far-reaching reform efforts.

ERISA divided pension plan regulation between
the Internal Revenue Service and the Department of
Labor. PERISA would establish a single federal pen-
sion agency,. known as the Employe Benefit Ad-
ministration, to regulate private and public plans.

A recent Office of Management and Budget task
force report (BI, Feb. 4) recommended sticking with
the dual administration approach to pension regula-

Continued on page 25
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r-for your information--1 -
Congress passes bill allowing bomputer leasing risk
federal war risk insurance

WASHINGTON-The House has passed and sent on to Presi-
dent Carter legislation (H R 5784) that would give the secretary of churns more lawsuits
commerce authority to set up an insurance pool to provide war risk
coverage to shippers whose commercial policies are canceled By SHARON WATSON $226,000, leaving B€Il wr:h the the equipment was resold, Bell"At this time of growing tensions in the world, it is imperative Special to Business Insurance $361,854' loss Soi:hwes:ern Be.1 would be obligated to p:.1 only thethat war risk insurance be available to our merchant fleet," said filed proof ofaloss *q·.h Lloyd's in difference between the resale priceRep John Murphy (D-N Y.), a mK}or backer of the bill DALLAS-The federal district May 1979 asking fcr payment un- and the contract price

War risk msurance was provided by the federal government dur- court here must decide not only h- der :he Inte-cap pchcy, In 1978, crimmal indicirents foring World Wars I and II ability but also which parties are Further czying fiu, on Feb 8 conspiracy, bribery End rack-
plaintiffs and which are defen- Southwestern Bell asked for eteering were brought against In-

Senate panel to study exchange dants in a suit and countersuit be- realignment of parties, making _t tercap o fficials Richard
tween Lloyd's of London and the plaintf m a $361 654 claim Wadsworth Jr and Irv -1 Eugene

ALBANY, N Y -Fearing overregulation could kill the New Southwestern Bell Telephone Co filed with Lloyd's in kia> 1379 b Barlow and then Sou-hwestern
York Insurance Exchange, state senate maJority leader Warren An- here over computer leasing risks Bell The su.t said Bell was not in- Bell vp Ray Allen Acker in connec-
derson has appointed a task force to study and recommend The original suit involves indem- formed of rejection of the claim tion with the leasing co-_tracts
changes in regulations governmg the exchange nity policies between Lloyd's and until after Lloyd s filed:s SUlt ln

Among the possible changes is loosenmg regulations that now 16 other underwnters of computer federal 2curt in No„ember Acker allegedly was paid $2 mil-
make it difficult for the exchange to directly underwrite domestic leasing risks and Intercap, a Dal- thereby gaining a ' tac: cal advan- lion for his part in helping Intercaprisks las-based computer equipment tage " win the contracts

John Dunne, the former senate insurance committee chairman leasing company, which has con- Bell s attempts to reeD:er a loss The first trial of Wadsworth and
who was a central figure in efforts to enact insurance exchange leg- tracts with Bell (BI, Feb 4) on a leasing contract differ from Barlow, whc pleaded _rnocent,islation, will chair the panel Serving with him will be Sen Roy When it filed suit in November other $340 mill.on in comfuter ended in a hung Jury Later, theGoodman and Sen Donald Halpern - and amended its action in January, leasing cla ms pending against pair signed pretrial liversion

Lloyd's asked that the policies be Lloyd s under compLter leasing agreements tnat placed them un-
CAB sets higher liability limits declared void and unenforceable polines In the =ther claims the der court supervision fo - c ne year,

because of evidence that the lease leasing companies themselves are with charges to be drop-red if they
WASHINGTON-Domestic and foreign airlines operating in the contracts between Bell and Inter- seeking to -ecover losses. In th.s didn't violate the terms of the

U S will face higher liability insurance requirements when a new cap were obtained through crimi- case Soushwestern Be 1 u as hit agreement, similar to Drobation
Civil Aeronautics Board proposal takes effect in April nal action on the part of Intercap uith a loss ander a si€clal agree- terms

The move will force all passenger and cargo carriers operating officials and a former Southwest- merit with Intercap Acker, who had pleadei gullty,within the US to increase therr liability insurance limits to ern Bell vp }n 1975, Lloyd's.ss led Ir.tercap reversed his plea He 1. currently$300,000 per occurrence for death and bodily injury from the cur- In its counterclaim, Southwest- a computer equipment lease in- serving time in federal prison forrent mandate of $75,000 In addition, the requirements will be ern Bell says all but one lease con- demnity Nollcy, renewing it in 1976 income tax evasionspread uniformly for carriers operating all types of aircraft tract are in force It asks for and 1977 The Ir.tercap pC11Cy lS Lloyc's contends it wasr't awareThe separate per occurrence limits for liability for death or payment "as loss payee" on one one of the earliest c fthe Domputer of the material facts as ciuilined in
bodily Injury will be abolished in favor of combined single-limit contract involving early termma- leasing pollnes Llc,yc's wrote the criminal -ndictments and thatcoverage, the agency said The proposal also calls for consolidating tion of a lease Ir.tercap entered nto leasing it wouldn't have issted -he policyall present insurance regulations into one new section ofthe CAB's contracts a,rth Be.1 latarin 1975 As had it known of these aztivitieseconomic regulations The phone company says it has part ofthese contracts, Southwest- Lloyd's lS asking that t.-e pohciesAlso, minimum insurance requirements of $2 million for small sustained a loss because it ter- ern Bell anc Int€reap came to cer- be nullified, offering to return theaircraft and $20 million for large aircraft will be established for per- minated one of its contracts with tam remarketing agreements tv premiums it Dollected
sonal or property damage to persons on the ground, the CAB said Intercap early Southwestern Bell which Intervap agreed to remarket Southwestern Bell counters thatComments on the proposal may be submitted through March 12 paid Intercap $589,924 to cover eq ipment Southu esteri Be-1 no the .ndictments and p eas aren'tto the CAB docket section 37531, Washington, D C 20428 early termination of the contract longer wanted to use out was obh- sufficient cause to void the policy,

Intercap remarketed the equip- gated to ecntin.le leasing under which could be canceled only for
111. exchange picks officers ment to Memorexin April 1979 for contract T) e prov.sic,nwas that if nonpayment of premiums

CHICAGO-Donald Montgomery, president ofthe Celina Group
of Celina, Ohio, is the interim chairman of the Illinois Insurance
Exchange, elected Feb 8 with two other officers Last minute policy coversJeremiah Marsh, attorney with the Chicago law firm of Hopkins
& Sutter, was elected vice-chairman Elected secretary-treasurer
was Peter Van Cleave, secretary for the James S Kemper insur-
ance agency in Chicago gutted N.Y. luxury colopsThe officers and interim board that elected them will be respon-
sible for soliciting members and investments for the exchange Af- BROOKLYN, N Y -The Hart-
ter nine months, the interim directors will call for election of a ford Insurance Cos wrote a prop-
permanent board erty pollcy on the Margaret Hotel

In other action, the board adopted a schedule of apphcation and m Brooklyn Heights that took ef-
start-up fees for prospective syndicate members Syndicates will fect only a few days before the 11-

.
thave to have $2 million in capitahzation plus pay a $10,000 fee to the 55story building, being renovated

exchange It consists ofa $9,000 start-up assessment, a $750 charter into luxury cooperative apart-
membership fee and a $250 nonrefundable apphcation fee ments, was destroyed by a

multimillion-dollar fire

'Not guilty,' federal jury says Conversion of the 91-year-old
structure was about 80% complete

COVINGTON, Ky -Aluminum wiring didn't cause a disastrous when the Feb 1 blaze occurred
1977 fire at the Beverly Hills Supper Club here, a federal Jury con- Mutual Inland Marme Office Inc
cluded after a two-month trial, dismissmg charges against 23 alu- of New York wrote builders risk
minum wire manufacturers coverage for the project

Attorneys who represented more than 200 plaintiffs m a class-ac- The Hartford pollcy was in effect
tion suit charged that the manufacturers knew the winng was ln- at the time of the fire, confirmed
herently dangerous New York property claims man-

Owners ofthe Beverly Hills Club, where 165 persons died in a fire ager George Roberts He didn't
- May 28, 1977, previously settled out of court for $3 million Insur- know how long the coverage had

ance covered that settlement (BI. Aprn 16, 1979) been m effect but said it was more
than three hours, as reported in a

Bill would raise nuclear limit local newspaper
A Mutual Inland Marine official

WASHINGTON-Rep Morris Udall (D-Ariz ) has introduced said he was uncertain whether ltS
long-expected legislation (H R 6390) that would increase nuclear pollCy remained in effect at the
plant operators' liability per nuclear accident to $5 billion from time of the fire
$560 milhon

The Udall legislation also would extend the statute oflimitations The cause and extent of the
for compensation recovery to 40 years from 20 years from the date damage has yet to be determined.
o f the accident. The fire smoldered for a week, de-

laying inspectors from entering

index the premises
Neither developer Bruce Eich-

K/ ner nor Edwin Hochberg of Sap-
perstein, Hochberg & Haberman,

1 Someone you should know ..4 BI ticker..
...............

.26 the public adjusting firm retained
Editorial opinion.. ....... .6 by Mr Eichner to represent his in- Lost investment
Letters... ... 6 Vol 14, No 8-Busmess Insur- terests, would discuss the loss Co-of apar-ments being developed in New York's Margaret Hctel were
Around the states..........10 ance (ISSN 0007-6864) lS Real estate experts in Brooklyn BC % cornolete and sellng for $85,000 to $250,000 when a fire oroke outLondon line.....

........ ..22 published weekly at 740 Rush Heights said more than $3 million
Info....

................. ..22 St,Chicago, Ill 60611 Applica- had been spent on renovations Any insu-ance satt.e-rent couli 'preservationists who p-efer lt toDatebook ........
....... ..22 tion to mail at second-class Had the building been completed be affected by acceptarce ofa plan replacement with a modern struc-Perspectives .......... ... .17 rates is pending at Chicago, Illi- and all 43 apartments sold, its propcsed ty Mr. Elchnitr to save ture that would be out c f characterLegal briefs...............21 nois and at additional maihng Value reportedly would have been and rebuilc the _cwer five Coors, with tne historic neigniorhoodComings & goings: buyers..24 offices Copyright 1980 by Crain $7 million rather than demolish :he entire But neighbors, fearing for their Benefit beat......... .... ..24 Communications Inc At the time of the fire, 22 apart- structureas order€d i> the couns safety, sought immediate demoll-

ments had been sold This plan is supponed by sonie tion



Federal law has required since 1971 that
incidents involving the release of hazardous
chemicals be reported. These accidents

have multiplied to 18,022 in 1978 from 2,266
in 1971, according to the U.S. Department o f
Transportation. DOT acknowledges that

one of the reasons that figure has grown so
much is increased awareness o f the report-
ing rule.

But because spills of hazardous chemi-
cals are few considering the volume moved
and because transporters generally have

Bob Cook, vp c f the casualty department
for Cal Union, sa}s the market has eased for
railroads in the past couple of years, be-
cause ''there is much more capacity in Lon-
don, which writes most of this. They have
adied a lot o f names in the past few years
ani they are looking for premium."

]5 there is a prcblem in finding capacity,
Mr. Cook said, it is for those railroads that
want more than $50 million in individual oc-
currence limits, and even that has recently
improved.

Firms in the iansportation business

aren't the only ones having an easier time of
it. Chemical companies, too, have found
more underwriters willing to provide cov-
erage.

We have no groblem buying adequate
limits," said W.C. Zacharias, director of in-
surance for Dow Chemical Co. in Midland,
Mich. "In fact, rates have even been moving

Continued on page 27
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Market eases for chemical haulers
By STUART EMMRICH

NEW YORK-Two separate train derail-
ments last Nov. 11 and 12 spilling hazardous
chemicals forced :he evacuations o f nearby
communities and scared the nation.

More than 250,000 -esidents of Toronto,
Canada, fled their homes when chlorine gas
escaped from an overturned boxcar on the
Chessie System Inc. train.

A derailment the next day of a Louisville
& Nashville train carrying propane forced
the evacuation of 500 people from Moline,

Fla., when local officials feared an explo-
sion.

No one was injured ir. either accident. but
the threatening dangerleft chemical manu-
facturers and shipping companies shaken.

These two accidents and a long history of

similar mishaps, in which liability losses
have cost hundreds of millions of dollars,
dramatically illustrate the chances manu-
facturers, transporters and underwriters
take every time hazardous chemicals are
transported across the country.

large self-insured retentions, a limited num-
ber of insurers a=e still willing to take the
risk. Harbor Insurance Co., California

Union and Lloyd s of London are the major
underwriters of railroads.

Insurance comranies have traditionally
stayed away from providing coverage for
rai]roads because ofthe chance that one ac-

cident will result in huge losses. But that

has improved in -ecent years.
"Until the last year or so, there has always

been a capacity problem," explained John
Sticker, vp oftransportation for Alexander
& Alexander. "That is when the market so ft-

ened up and things relaxed a bit."

extended coverage

The Chemical Manufacturers Assn. says
its commitment to improving safety pro-
cedures and dealing swiftly with acci-
dents has kept losses down.
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Experts help firm polish safety record
By LEN STRAZEWSKI

BUSHNELL, Ill.-Top execu-
tives of small to medium-size firms

must be ready to accept that their
safety programs may be lousy be-
fore they can improve a poor safety
record and expensive workers
compensatiDn rates.

That's one of the tips Don E.
Crowl, vp for manufacturing of
Vaughan & Bushnell Inc., learned
when the National Safety
Council's new loss prevention con-
sultants came to call. V&B was the
council's first client.

"The other thing I learned is that
top management must not try to
second guess the consultants.
You've got to try and get complete-
ly behind an improved safety pro-
gram," he explained.

Safety wasn t a strong point for
this small manufacturer of ham-

mers, hatchets, crowbars and
other solid metal tools. The plant,
filled with polishing and grinding
tools, has a long history ofeye inju-
ries caused by foreign objects and
dust

The heavy loading and raw ma-
terial.receiving also meant contin-
ual muscle injuries.

V&B's combined accident rate

growing pains
was seven times the national aver-

age, said Mr. Crowl, a statistic he
also learned from the Na:ional·

Safety Council consultants. "We
knew our safety record was bad,"
he noted, ''but we really didn't
know how bad it was compared to
everyone else."

Using an accident frequency
rate formula provided by the NSC,
Mr. Crowl multiplied his number
of accidents by 200,000 hours
worked and divided the total by
the number of man-hours V&B

employes worked. The result was
more than 40.

"The ideal accident rate, alittle be-

low the average, is 6.5," he ex-

plained. "We were not doing well."
V&B gave up self-insuring

workers compensation shortly be-
fore the safety council audit and
placed workers compensation cov-
erage with The Travelers Insur-
ance Co. for a premium of more
than $120,00(, for the firm's 250 em--
ployes.

The rates may come down, follow-
ing the advice of the NSC

"We knew our safety record was bad," says Don Crowl, "but we really
didn't know how bad it was compared to everyone else."

"The NSC started with a full

safety audit," Mr. Crowl explained.
"We found out that we didn't have
a good program and they put it in a
formal report that recommended a
complete program."

The NSC then followed up with
a complete safety course for the
firm, four six-hour sessions that
started with safety basics. The vi-
siting consultants also hosted a
dinner session for V&B employes
and spouses with more safety ad-
vice, emphasizing tips tailored to
the industry, including the impor-
tance ofsafety glasses and apparel.

V&B cooperated with the pro-
gram by reorganizing its internal
safety committee, Mr. Crowl
noted. The firm's personnel direc-
tor joined the safety committee

and a safety engineer and first aid-
trained employe were assigned
specific safety duties.

In the tradition of the FBI's "10

Most Wanted" list, V&B set about
preparing a changing list o f the 10
most dangerous accidents or situa-
tions, based on employe sugges-
tions. The employes with the best
suggestions will get safety blazer
jackets and the supervisor who
cleans up the problem gets one,
too.

New employes at V&B first
watch an NSC-recommended slide

presentation on safety, part of an
intensified safety orientation train-
ing program designed to eliminate
accidents caused by ignorance.

The new NSC loss prevention
service is aimed at employers with
less than 1,000 employes and will
review a firm's loss control organi-
zation, investigating record keep-

ing, safety rules and practices and
the types of accidents most com-
mon to the firm. The consultants
offer an estimate of costs after the

audit.

Ifneeded, the client can be given

specific formats for accident and
health records, fire protection
equipment inventories and prop-
erty damage reports.

"Illness costs on the job are in-

creasing faster than the rate of in-
flation," noted Vincent L. Tofany,
president of the safety council.
"And for the last several years the
cost of employe lost time due to
injuries and occupational illness
has been rising at the average rate
of 15%. Each lost workday now
costs an employer an average of
$10,000 to $14,000."

The average company, he added,
will have approximately 2.5 lost
workday cases per 100 employes
per year. •

Work comp costs stump
small companies: Study

ATLANTA, Ga.-Many firms,
especially small to medium-size
corporations, don't know how to
fight the rising costs of workers
compensation insurance, accord-
ing to a Marsh & McLennan Inc.
study released this week.

M&M surveyed executives in At-
lanta and Seattle and discovered

that many firms in those cities
never tapped outside consultants
or considered self-insuring
workers compensation.

Atlanta respondents-of whom
almost a third employed less than
250 persons-reported that
workers compensation premiums
averaged 4% of annual payroll,
more than twice the U.S. average.

The majority, 74%, said they
never considered a self-insurance

program and 72% did not know
what the basic requirements were
for self-insuring workers compen-
sation.

"It seems that Atlanta busi-

nesses are paying more for
workers compensation coverage
than they have to," noted Nicholas
F. Munson, senior vp in the M&M
Atlanta office.

"The 4% of payroll Atlanta com-
panies are paying on the average
forworkerscompensationisabove
what we consider to be a reason-

able figure," he continued. "When
a company begins to allot more for
workers comp than other busi-
nesses within its industry, it
should take a close look at its acci-

dent control and seriously con-
sider self-insurance."

The survey also revealed that
more than half the respondents
have had claims they consider un-
reasonable, and more than 25% of
those surveyed said their insurers

have paid phony claims.
Atlanta firms responding in-

cluded merchandising wholesale
and retail firms (23%) and indus-

trial manufacturers (19%). More
than half of the respondents were
principals of their firms. Nearly
one-third of the respondent firms
posted annual gross revenues of
$10 millionto $25 million, with 95%
of the firms having less than $25
million.

A similar study in Seattle also
found that more than half of the

local respondent firms had never
considered self-insuring workers
compensation and 64% did not
know what they would need in or-
der to self-insure.

More than 90% of the firms said

they received no help with safety
and accident prevention from any
government agency and 75% indi-
cated they never commissioned an
outside risk management audit to
check ifthey were properly classi-
fied.

M&M polled 764 firms in Atlanta
and 650 firms in Seattle with a re-

turn rate of about 10%. i
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"My goal is that this ccmpany will
be a foundation for an empire,"
says Frank Raab.

9 i
-

Raab's infant Allianz grows up fast
By RHONDA L. RU\IDLE - '

Lonieone yodishouldknow
LOS ANGELES-Tnree and a

half·years ago, Frank E. Raab mas-
terminled a seven-year plan to
found a commercial insurance em-

pire in the U.S. Today. chairman

Raab says the Allianz Insurance
Co. is ·:al.ing shape .according to
plan-except in one small detail.
The infant enterp:ise is nearly
three years ahead O.sc hedule.

Geograghic and underwriting.
growth is putting Alliar z on the
national ir surance rap. The· Los
Angele·:-based company has rep-
resentatives in Phoenix, Charlotte,
S.C, San Diego, Fresno and Or-
ange County, Calif. A large-40-per-
son offee opened lasl year in New
York, in addition tc others in To-
ronto' End San Francisco. From a

half-dozen staffers tree years ago,
Allianz has swollen to more than

400 todEy.
Allianz, virtially unknown

when it opened U.S. operations,
ran adrertisements featuring a
parrot teaching readers how to
pronounce its name. Now flocks of
producers are making it one of the,
mcst visible ofthe internationalin-

surers to aggressively seek a share
of:he commerci:1 insurance mar-

ket.n the U.S. in recent years.

And iCs going after tough lines
among the fulllist of commercial
risk s it .vill underwrite. Allianz is

the first company in 20 years to
stan underwriting boiler and ma-
chinery risks. according to the
Federal Trade Ccmmission.

The insurer also caught the

industry's eye last summer when it
snapped- up a seat on the embry-
onie New York Insurance Ex-

change, becoming the only char:er
member west of the Delaware

River. And Frank Raab has been

elected to the board of governors.
"We're in she exchange for the:

long haul," Mr. Raao says. "We
know it won't go up like a sky-
rocket" Nor does·the Allianz chief

expect to make money there in the
first couple of years.

With awealthy parent to pay the
rent, Allianz has never been
pressed to turn a quick profit. The
billion-dollm daddy, Allianz Veisi-
cherungs, is by far the biggest m-
surance company in West
Germany, writing 20% to 30% of

1*.-lE - '' -- . . m j

*T

Yll.

11

4

the nationwide business. It's also
among the top 10 in the world, Mr.
Raab notes.

Despite the growth of Allianz,
profits are not mounting-an ex-
pected development. "The faster
you grow, the worse you look in
statutory accounting," Mr. Raab
notes.

In its three years to date, Allianz
has lost about $3.7 million, less
than half the sum budgeted in the
seven-year plan.

Seeking to carve out a share of
the vast U.S. market, Allianz Versi-

cherungs started casting around
four years ago for an American in-
surer to acquire. Former INA pres-
ident,Frank Raab talked them out
of it, persuading the German en-
trepreneurs to build rather than
buy. "That was back in 1976 when
markets were still tight and capae-
ity was short," he recalled.

After drafting an "Entry into
America" blueprint, Mr. Raab was
hired to put it into practice.

Today there seems.little doubt
that Mr. Raab is firmly in com-
mand. Besides bearing the titles of
president and chief executive offi-
cer, last year he became chairman.
When the New York exchange
swung into gear, for instance, he
dashed off a memo to Munich and

got $6.5 million to finance an ex-
change seat and staff.

Allianz is a U.S. corporation with
an American board of directors

and just one stockholder: Allianz
Versicherungs. "Only 4% of our

underwriting business is actually
German," Mr. Raab points out.
The California connection now

represents about 50% of the
parent's overall international oper-
ations.

Mr. Raab insisted that Allianz in-

corporate in the Golden State, at
first a dubious proposition to his
German sponsors. But the native

son carried the day with three per-
suasive arguments: he pointed to

the open competition law here and
a tradition of top-notch insurance
commissioners; a respected

workers compensation system,
and a healthy state market he says
represents 12.7% of the insurance
business in the entire U.S.

In 1979, Allianz reported about
$60 million in net sales. It writes all

lines of commercial insurance, in-

cluding specialty risks such as
ocean marine and builders risk.

"We've done quite well in workers

compensation and we want more
of the competitive property busi-
ness," Mr. Raab says.

For the risk manager, Mr. Raab's
aggression translates into a will-
ingness to negotiate a. contract.
"We don't want to bid on an ac-

count," he declares. "We would
rather sit down with the agent and

the risk manager and ask them
what the business is worth."

Allianz will answer yes or no
within 48 hours or come back and

dicker some more, Mr. Raab says.
Mr. Raab is a disciple o f loss con-

trol, too. Approximately 9% of
company personnel works on loss
prevention and he credits the fidel-
ity of many Allianz customers to

, the strong efforts of this depart-
ment.

"Everybody wins with loss con-
trol," Mr. Raab stresses. "The
worker isn't hurt, the consumer
pays less for goods and services,
the insurance customer pays lower
premiums and we make more
profit"

Allianz and Frank Raab have
come a long way in three years, but
he has more ambitions for the
company.

The U.S. marketplace is too big
and spread out to talk market
share, he observes. "But my goal
when I retire is that this company
will be a very strong, well-financed
foundation for an empire." m



"25 YEARS WITH ONE
INSURANCE COMPANY SHOWS
GOOD PLANNING.
ON BOTH SIDES"

Mr. Ed Warmack, Proprietor,
Warmack & Company, .r'.. ff u
Fort Smith, Arkarnas
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WAUSAU STORY

 d Warmack's company buildsand leases warehouses,
department stores, strip centers
and regional shopping malls.
Over the last twenty-
five years, they've
expanded their busi- 1
ness. Dramatically.
Twenty-five times over,
to be exact. And

Employers Insurance
of Wausau has kept
pace with them everysquare foot of the way. 

Downtown commitment.
Now under construction,
Central Mall in Lawton,
Ok/ahoma, is a
suburban-type shopping
center, complete with
parking and landscaping
right downtown.

"Starting in 1954, with our
original fire and vandalism
policy, our relationship with
Employers has been very, very
satisfactory" states Mr.
Warmack. "They've done an
excellent job of helping us keep
our problems, our exposures, to
a minimum. But in our business,
some problems are unavoidable.
Like when tornadoes hit our

buildings in Waco, Texas, and
Jonesboro, Arkansas. On those
occasions, Employers helped us
get back into business much

faster, we feel, than if we had
been with some other carrieri'

Auring the course of a
1,Jquarter-century
relationship and growth,
Warmack and Company has
added other coverages. Today,
they look to Employers for
practically all of their business
insurance needs.

A A any people have an
1V1 attitude that you

only need insurance
coverage when you
get in trouble
when you have a
catastrophe;' Mr.

 Warmack advises.
"Nonetheless,
it's the continu-

, ing relationship
with your in-
surance corn-

pany that's
*« really im-

\ portant.
But that's

a lesson

A

»/ you only
learn

through experience."

t Employers Insurance of
Wausau, we're mindful of

the careful planning that is
necessary to make an insurance
partnership work. Because, in
the long run, there's only one
best way for the partnership to
grow. And that's together.

Come to the source

U= #Imb.-71/0 -

er»,7,6;* ..

E k M ;ill ®
Wausau Insurance Companies

Employers Insurance of Wausau
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editorial opinions

Disturbing apathy
UTE RECEIVED A VERY disappoint- of Americai the National Assn. o f Whole-
V V ing response to the first Risk Manage- saler-Distributors, the National Machine

ment Board survey for 1980, particularly Tool Builders Assn., the Scientific Appa-
considering that all the individuals anony- ratus Makers Assn., the Alliance o f Ameri-
mously answering our periodic queries can Insurers, the American Insurance
have Volunteered their time. , Assn. and the National Consumers

This lack ofresponse may be because of League.
a general disinterest and apathy when fed- Business leaders are seldom visible

e;al legislation is concerned, 6r it may be . enough when it comes to standing up and
because people don't respond to laws that being counted as lobbyists and work-
won't take something away from them. It horses seeing to it that proposed legisla-
seems the only time people, including risk tion is practical, workable and palatable.
managers, become vocal is when they're In the case of product liability issues,
losing something or if they perceive that the problem is surely more far-reaching
legislation will restrict them in some way. and long-term than this ho-hum level of

Whatever the case, the lack of interest interest would indicate. The fact that in-

was disturbing. - surance companies are all of a sudden
This is only one instance of many we competitive, rates are falling and insur-

have found over the years where the peo- ance is readily available shouldn't mean
ple most affected for good or ill by federal everyone who hollered "CRISIS" two
legislation-corporate insurance buyers- years ago recedes into the woodwork.
are too -sleepy or disinterested to make Each person buying insurance and read-
their voices heard in the halls o f Congress ing this magazine has a responsibility to
or across. the land. Merely to be able to say be informed about the Risk Retention Act
you oppose legislation 0-r favor it is lauda- (H.R. 5572) and what it would provide.
tory, because at least you've done your Though the law may not benefit your own
homework. But it's not enough. company, which may be large enough that

During the last few months, we've car- it doesn't need to use federally sponsored
ried- at least a dozen major stories about pools for product liability risks. it will
the proposed Risk Retention Act and what greatly benefit your colleagues in smaller
it would mean, along with reactions and companies.
discussion from dozens of business Write a letter to your congressional rep-
groups and other special interest groups. resentatives and to your trade associations
These include the Risk & Insurance Man- supporting the act. The day will come
agement Society, the National Assn. of when you, too, will need help passing a
Manufacturers, the Assn. ofTrial Lawyers law.

Profit sharing plus
TN A STUDY measuring the relative
lfinancial performance of202 companies
in six major industries over a 20-year span,
Bion Howard of Northwestern University
found that companies with profit sharing
plans do better than those companies
without.

This is good news for the Profit Sharing
Council of America, which commissioned
the study by the graduate business school
professor. Mr. Howard used 10 standard
measures of performance to compare the
two groups of companies.

Studied were the companies' operating
income margin, net income margin, return
on operating assets, return on total capital,
return on common equity, operating earn-

ings per employe, sales, earnings per
share, dividends per share and market
price per share.

The level of performance for companies
with profit sharing plans was superior in
more than two-thirds of the measures.
Professor Howard says this indicates
some advantage for companies with profit
sharing plans in terms ofthe efficiency of
their operations.

Particularly in an era of disappointing
productivity ratios, this study merits con-
sideration. Giving employes a stake in the
action is.more important than ever; profit
sharing drives home the point at a per-
sonal level that being loyal, industrious
and honest means money in the pocket.
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PEANUTS

YES, MA'AM,MY ATTORNEY
AND I WOULD LIKE TO
SEE THE PRINCIPAL.WEkE

GOING TO 5UE NIM !

tf Fl
6w ATTORNEV HAA
1 GIVEN THIS CASE A 1
LOT OF TIOU61{T„/
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BECAUSE I'M ALL WEI
THATS WHY! THE CEILING
IN OUR ROOM LEAKS AND
IT RAINS ON MY HEAD!
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"WHEN YOU GO INTO AAN ATTORNEYS OFFICE LOT
DOOR, VOU WILL HAVE OF
TO PAY FOR IT THOUGHT
FIRST OR LAST"
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letters
Business Insurance wekomes letters from its readers. Please keep your
comments as brief as possible and we reserve the right to edit or shorten
letters for clarity or space. Please send your comments to Letters to the
Editor, Business Insurance, 740 N. Rush St., Chicago, Ill. 60611.

Bravo for editorial
To the editor: Bravo! Your edito-

rial opinions column Jan. 21
("Abortion inequities") was accu-
rate and well written. Often arti-

cles dealing with "sensitive"
subjects equivocate and/or moral-
ize-yours does neither. It simply
states the law and supports the
carrying out o f the same. You are a
sane and humanitarian voice that I

hope will echo throughout the na-
tion.

My husband is the gdneral man-
ager of the Surety Assn. of
America and he-endorses my state-
ments.

Beverly B. Pearson
Rumson, N.J.

Little validity
To the editor: The implication

that second opinion programs
(Benefit beat, Feb. 4) found sur-
gery not recommended in 30.9% of

the cases has little validity with the
inadequacy of the sample. Over a
two-year period, 640 cases were re-
viewed for 1.5 million auto

workers-an infinitesimal sample.
BC/BS would have to perform

longitudinal studies, which in-
clude the following factors, on
each nonconfirmed patient-all
198 of them-for a minimum of

five yeairs in order to determine the
real savings:

. Cases in which the noncon-

firmed patient disregards the sec-
ond opinion and undergoes
surgery immediately.

• The cost of medical treatment

for the nonconfirmed patient who
disregards the second opinion.

• The costof medical treatment
given in lieu of surgery.

• Cases in which the noncon-

firmed patient delays surgery only
to find that symptoms persist or
worsen and then proceeds with
surgery at a later date.

• The future health of the pa-
tient as it relates to the deferred

surgery.

• Future morbidity and mortal-
ity factors.

• A comprehensive set of pa-
tient variables to provide valid
data.

Samuel X. Kaplan
President

U.S. Administrators

Los Angeles, Calif.

Vital difference
To the editor: Re: your editorial

"Nuclear folly" (Feb. 4).
Although extensive research is

being conducted in the field, nu-
clear fusion has yet to reach the
critical breakthrough in contain-
ment of the reaction process nec-
essary to determine its application
in commercial power production.

Nuclear fission is the process
used today in all nuclear power
plants.

The distinction is important. Nu-
clear fusion may very well be the
2lst century's solution to the en-
ergy problem. Although it does
use tritium, the radioactive isotope

Continued on page 25
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How a lapse in insurance continuity
can affecta Board of Directors meeting.

It could bankrupt you.
Here's how it works.

Switching your Directors and Officers
coverage suddenly from one insurer to another
breaks the continuity of coverage you've built
up over the years.

That's because your new insurer will ask
you the following question:

"Does any Director or Officer have knowl-
edge or information of any act, error or omission

A Member Company of American International Group.

which might give rise to a claim under the
proposed policy?"

It's a sticky question. And one you and
your Board might prefer not to have to answer.
Because if there are any skeletons in your
company's closet your new insurer could refuse
to cover them, leaving you entirely unprotected
against what could turn out to be disastrous
losses.

By keeping your D&0 coverage with us,

American Home/National Union, you'll never
have to answer that sticky question again.
Because we'll never ask it.

And that's the kind of continuity a Board
of Directors would really jump at.

The AIG Companies.
Let us take the risks.
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INSURANCENACHIEVEMENT
CPCU SYSTEMATIC STUDY COU RSES

Two-day seminar followed by Home Study.
You receive a complete study outline, rein-
forcement flash cards and a study schedule!

CPCU Home Study Courses are designed with
you, the professional, in mind. Write for details!

CALL TOLL FREE 800,535-3042
OCPCU Home Study Courses

0 CLU Home Study Courses

OFree CPCU Starter Kit

OCLU Courses -

Name

Mailing Address
City State Zip

Telephone: Home Office _ __

Insurance Company

Mail To:

348 LEEWARD DRIVE, BATON ROUGE, LOUISIANA r ...

Pa. bill would cap
product liability
rate increases

HARRISBURG-Passage of
tor: ref:)rm legislation pending be-
fore the state senate would make

Pennsylvania the first state to cap
prc duet liability insurance rate in-
creases.

A rider attached to a measure

passed -earlier this month by the
state h)use o f representatives (BI,
Feo. 18) provides a three-year
mcratcrium on product liability
rat 3 increases.

Insurance industry lobbyists,
who cppose the moratorium,
charge it could make product lia-
bitty insurarice unavailable in the

We're starting our next century and a half
YE

-ith a big little change.

4

Everywhere else in the world, our international group
is known as Royal Insurance. But in the United States
we've called ourselves Royal-Globe to mirror our corporate
history, in which we take considerable pride.

Now, because we think it's time to join the rest of our
worldwide family, we're making a big little change. From
now on, we'll have the same name the world over-
Royal Insurance. And the same logo.

In 16 different languages in over 80 countries, Royal
Insurance is the synonym for quality coverage, reasonable
costs and fast, fair claim settlements.

Royallnsurance. As local as our 125 offices and the
5,00Oindependent insurance agents who represent us in
every state throughout the country.

After all these years, we are on a first name basis with
so many of our producers, we've decided to make itofficial.
From now on, just call us Royal...Royal Insurance.

r

Royal Insu

*Robery

thromi,qer

62*1

Nobody insures it like... Royal  Insurance150 William Street, New York, NY. 10038
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state. "If Pennsylvania rates prove
inadequate, insurers won't sell
product liability insurance in the
state," warned Grover Czech, re-
gionalrepresentative ofthe Ameri-
can Insurance Assn.

Product liability rates, Mr. Czech
explained, reflect the experience
and tort environment in all 50
states. It is a "serious mistake" to
link a rate moratorium to the tort

reform proposal in Pennsylvania,
he argued.

Democratic opponents of the
tort reform measure as originally
proposed offered the moratorium
amendment after supporters ofthe
bill admitted the reform would not

guarantee lower insurance pre-
miums, explained Rep. Michael
Fisher (R-Pittsburgh), sponsor of
the original measure.

Mr. Fisher, who opposed the
moratorium clause, expects it to
pass the state senate with little dif-
ficulty. Mr. Czech noted that the
senate passed a tougher tort re-
form bill in 1979.

Kansas results
TOPEKA-Kansas insurance

companies paid out $4.6 million in
product liability claims in 1978, up
from $2.9 million in 1977, accord-
ing to the state insurance depart-
ment.

Insurers continued to take in

higher premiums for product lia-
bility coverage as well. In 1978,
premium income was $15.5 mil-
lion, up from the $13.5 million the
previous year, the department
said.

Kansas insurers are required by
state law to report product liability
premiums and claims paid out.

R.1. hearing
PROVIDENCE-A hearing will

be conducted March 5 on a request
by the Insurance Services Office to
increase rates for commercial

automobile liability and physical
damage in Rhode Island by 39.6%.

The hearing will be in the hear-
ing room of the department of
business regulation, 100 N. Main
St., Providence, R.I.

Comp revamp
BATON ROUGE-The lack of a

state workers compensation
agency is costing Louisiana em-
ployers higher insurance pre-
miums and leaving injured
workers with less restitution than

they deserve, says a report by the
Public Affairs Research Council.

Besides calling for a workers
compensation agency, PARC rec-
ommends the state:

• Base its system for determin-
ing monetary awards on lost earn-
ings rather than the current
percent of disability.

• Eliminate lump sum settle-
ments except for death or certain
injury cases, such as loss of a leg or
finger.

• Establish a mandatory reha-
bilitation program and deny bene-
fits to workers who refuse to
participate.

Insurer fined
TALLAHASSEE-Florida in-

surance commissioner Bill Gunter
has fined the Jefferson Insurance

Co. $10,000 for using unapproved
policy forms and premium rates
on property and casualty coverage.

The New York City company
failed to file policy contracts and
rates with the insurance depart-



around the states

ment as required by the Florida in-
surance code, Mr. Gunter said. The
violations were revealed in a 1978

department examination of the
company's rates. The fine was or-
dered as part of a settlement agree-
ment between the insurance

department and the company.
Jefferson Insurance sold about

$1.2 million ofinsurance in Florida
in 1978, primarily for fire and other
casualty coverages.

Benefit offsets
HELENA-A Yellowstone

County, Mont., man has filed a

class action suit here charging the
state compensation insurance

fund unlawfully reduced benefits
for disabled workers, after the
state supreme court ruled the state
could offset disability payments

by only 50% of the cost-of-living
adjustment in Social Security dis-
ability benefits.

The suit filed by James
Weatherwax, who was covered by
the state fund since he was injured
in an industrial accident in 1970,
seeks reimbursement for Mr

Weatherwax and other disability
recipients who were excluded
from payments between July 1,
1973, and June 30. 1974.

During that period, the state off
set its disability payments by 100%
ofthe cost-of-living increase in So
cial Security disability payments
After the Montana high court ruled
on the issue, Mr. Weatherwax filed
his suit to recoup half of the de
ductions made in 1973 and 1974.

Death benefits

HARRISBURG-The Pennsyl
vania supreme court has reversed
a lower court decision and ruled

the state is required to pay death
benefits to the widow of a state

trooper who died from non-ser
vice-connected disabilities.

The suit was filed by Susan
Gilbert Grottenhaler of Natrona

Heights, whose husband David
Lee Grottenhaler died on Sept. 22,
1976, of leukemia while he was an
active member of the state police
The suit contends that Mrs. Grot
tenhaler was entitled to death

benefits as provided in the so
called Gershenfelder arbitration

award of 1973, which held that the
state must pay benefits when there
is a non-service-connected death

or disability. Later labor contracts
between the state and the state po-
lice contained such a provision.

Attorneys for the state said the
Gershenfelder ruling was not
binding because ofthe subsequent
legislation and because the state
employes retirement code su
perseded the contract.

Mrs. Grottenhaler will receive an

immediate award of about $30,000
and an annual pension of half her
husband's final average salary,
which was about $13,000 at the
time of his death, said Gary M
Lightman, her attorney.

In addition to Mrs. Grottenhaler,
29 widows of other state troopers
who died from non-service-con-
nected disabilities will be eligible
for awards.

Casual employe
ST. PAUL-A woman who

worked at writing a research grant
application was a casual employe
of the University of Minnesota
and is entitled to workers compen-
sation benefits for a 1973 traffic ac-

cident, the Minnesota supreme
court has ruled.

The ruling requires the univer-
sity to help pay for the care of
Florence Kahn, paralyzed from the
neck down in a car accident.

Ms. Kahn was hired in the spring
of 1973 to help develop a proposal
for obtaining a research grant from
Blue Cross & Blue Shield of Min-

nesota.

She drove to the university on
June 8 to find some additional
financial data. While driving home,
her car was struck from behind by
an uninsured motorist.

Ms. Kahngradually improved to
the point where she was able to
talk in January 1974. Her husband,
Dr. Allan Kahn, then learned that
she had been working at the uni-
versity on the day oft he accident,
butt he was told by a university so-
cial worker that she was not eligi-
ble for workers compensation. He
eventually filed a claim that was
approved by the workers compen-
sation court of appeals.

The university could not use a
defense that it had not been noti-
fied of the claim within 90 days af-
ter the accident, the court ruled,
because its agent, the social work-
er. had misled Dr. Kahn.

business insu,ance. February 25, 1980 / 11

SELF INSURANCE PROGRAMS
Complete Casualty Claims Management with Responsibility

For Receiving, Reserving, Adjusting & Defense of Claims

CLAIMS SERVICE BUREAU
of New York, Inc.

A FULLY COMPLEMENTED OFFICE AND FIELD STAFF ORGANIZATION
Licensed Bonded State of New York

Presently Serving: Municipalties, Public Author ties, School Districts,

Private Industry & Insurance Companies

21 Hempstead Avenue, Lynbrook, N.Y. 11563
212/895-2400 516/593-2440
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HOW IRA SAVES YOU CLAIMS DOLLARS:

FINDING NEW JOBS FOR
DISABLED WORKERS.

Papers disclose details

Lloyd's allowed
Gdubious' risks,
Sasse charges

By JOHN H. MILLER

LONDON-Masses of"dubious

business" were passed to the Sasse
Syndicate in 1976 on U.S. fire risks
that undercut FAIR plan rates at
that time, according to a lawsuit
filed by Frederick H. Sasse against
Lloyd's and Brentnall Beard In-
ternational, the producing broker.

Mr. Sasse filed the suit in the

U.K. High Court after being
named a codefendant in a suit filed
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At International Rehabilitation

Associates (IRA), we've learned

from our experience with over 700
companies that injured workers usu-
ally want to return to work. It's our
task to make that road to recovery as
smooth as possible for the worker,

, the worker's family and the
employer.

IRA statistics show that for ev-

ery dollar spent on effective rehabil-
itation, a ten-fold savings in claims
can be realized. IRA's "whole per-
son" approach to worker rehabilita-
tion has been employed successfully
in over 60,000 cases to date. As a
consequence, the potential impact
of disability payments over the long
term has been reduced or eliminated

for the companies involved.
IRAs "whole person" approach

involves the consideration not only
of medical requirement:s, but mo-
tivational, vocational and financial
needs as well. The goal is to take
every practical step in helping re-

SIX SHORT WEEKS

The case of Roberta B., a former
machine operator, typifies IRA's suc-
cess in saving claims dollars by find.
ing prompt and practical solutions to
a disabled worker's employment
difficulties.

IRA was brought into the picture
more than a year after Roberta sus-
tained a serious injury on the job.
Although she had received medical
clearance to return to work, psycho-
logical problems stemming from the
accident made it impossible for
Roberta to resume her original job.

With the approval of the insur-
ance company's Claims Supervisor,
an IRA Rehabilitation Specialist be-
gan to plan a viable return-to-work
program. Under IRA's · guidance,
Roberta B. was able to assume a new,
permanent job as a full-time hospital
telephone switchboard operator
within six weeks.

store the worker to productive em-
ployment.

In the vital area of job place-
ment, we always try to return
workers to their original jobs. When

that is not possible, an IRA job
analysis can reveal ways in which
job conditions may be altered to suit
the injured worker. In still other
cases, we can help find a new job
that makes full use of what an in-

jured worker can do.
Now in its tenth year of opera-

tion, IRA has been providing reha-
bilitation services to self-insureds -

as well as to insurers - longer than
any other company; and with 50
offices across the country, we are
able to offer rehabilitation services
nationwide.

For more information, write:

George Welch, President, Intema-
tional Rehabilitation Associates,
985 Old Eagle School Road,
Wayne, PA 19087. Tel: (215)
687-9450.

ui- international

 rehabilitation
associates, inc.
In Canada: rehabilitation

services of canada

by 36 of the troubled syndicate's
members to recover their share of

the $41 million losses (BI, Feb. 18).
Lloyd's response to the Sasse

members' suit, also filed against it,
is to deny that its market proce-
dures can be blamed for any Sasse
losses.

The syndicate's problems devel-
oped from "an extremely dubious
block of business" over fire risks

that had cost Argonaut Insurance
Co. large sums in the U.S., Mr.
Sasse's suit charges. The risks
were uninsurable except under the

state FAIR plan, he charges in
court documents obtained by
Business Insurance.

It is admitted that Lloyd's re-
ceived the business in 1976
through binding authority given to
Den-Har Underwriting Agency in
Florida, run by Dennis Harrison,
but Mr. Sasse contends that
Brentnall Beard, as his broker,
should have warned him that the
binding authority was being used
to get his business at cut rates.

Lloyd's knew there were serious
irregularities in the nature of the
business and the use of the bind-

ing authority granted to Den-Har,
according to the suit, but it failed
to alert Mr. Sasse to the situation.

"Lloyd's knew that business of a
dubious nature not normally ac-
ceptable to Lloyd's was being
done on behalf o f the syndicate in
the U.S. But although it was aware
the contracts were voidable and

might be in no way binding,
Lloyd's advised the syndicate to
accept the liabilities and pay out
on the claims," the documents say.

"It was very important to avoid
lawsuits in the U.S. and to avoid

any levies that could arise on its
American trust fund, as it wanted
premium income to continue to
flow into that fund, so it failed to
tell the Sasse Syndicate what was
going on, and kept from it the
knowledge that it was in the
syndicate's best interests to repu-
diate liability."

Mr. Sasse also charges that
Lloyd's had conflicts o f interest at
that time and so minimized the

prospect of an investigation by
U.S. regulatory bodies into the use
of binding authorities. Instead of
helping Sasse out of its problems
and repudiating its contracts, it
forced the syndicate to sign new
contracts, the suit says.

The stit also charges Brentnall

Beard for misleading Mr. Sasse
about the size of the U.S. business
it' was producing, knowing this
would cause premium limits to be
exceeded, and misleading him
about Canadian fire risks that cost
the syndicate $6 million ofits over-
alllosses.

The suit alleges Brentnall Beard
had a "pecuniary interest" in Den-
Har, creating a conflict of interest
regarding its duties to Sasse over
binding authorities.

"Brentnall Beard should have
known the dubious nature of per-
sonalities involved in the U.S. in-
surance contract but failed to tell
my syndicate that the binding au-
thority to Den-Har had not gone
through the proper vetting proce-
dure at Lloyd's and so the U.S.
business might be voidable," Mr.
Sasse charges. "Brentnall Beard
positively misrepresented the na-
ture of the business and anticipa-
ted premium income and mislead
us on the profitability ofthe busi-
ness."



Work comp unit
saves Ohio fund

over $1 million
COLUMBUS, Ohio-A newly

created unit of the Ohio industrial

commission has saved the state
workers compensation fund

nearly $1.2 million in a crackdown
on bogus claims.

The commission's investiga-
tions division saved the state's re-

serve fund $455,000 by identifying
claimants not entitled to perma-
nent total disability compensation.
Another $453,849 was recouped by
identifying claimants paid for total
disability while they continued to

work. Division personnel col-
lected $370,766 in court-ordered
restitution for grand theft.

Although the amounts recouped

are relatively small so far, they are
expected to help the Ohio Workers
Compensation Fund offer up to a
15% credit on premiums during
the current half-year period. The
credit is attributable primarily to
a huge increase in the state fund's
investment returns during 1979.

The state fund also believes the

results of its fraud investigations
will help deter future violators,
will help hold premium rates
'down and will help employers in
their efforts to uncover fraudulent
claims.

Employers benefit
The state fund

believes the fraud

investigations will
help hold premium
rates down.

Ohio has long been plagued by

workers compensation fraud,
prompting a aeries of investiga-
tions over the last five years. These

probes gave rise to the fraud unit
of the industrial commission, one
o f the few in the country to be es-
tablished on a permanent basis.

Ohio's unit intends to attempt
recovery of at least $250,000 more
on grand theft schemes uncovered
in the past year.

Nearly 80% of the cases involved
individuals employed while re-
ceiving permanent total disability
payments, estimated John G. Col-
lins, investigations division assis-
tant director.

Bogus claimants were identified
in a variety of ways, Mr. Collins
said. Ex-wives, angry boyfriends
and neighbors reported many of
the malingerers. Others were de-
tected by suspicious claims exam-
iners.

A Miami news item on an ar-

raigned murderer revealed one
sham claimant. The alleged crimi-
nal had been working as a massage
parlor bouncer and was receiving
payments for total disability.

In another case, a man claiming
total disability for a back injury
was discovered when he entered a

10-hour bowling marathon.
To date, the investigations have

led 233 people to be convicted for
grand theft, Mr. Collins said.

The investigations division,
formed in November 1978, con-
sists of 23 professional criminal in-
vestigators. The team operates on
a yearly budget of approximately
$360,000.

The unit is not limited to detec-

tive work, however. Staffers have
made changes to curb abuse.

Each time a claim is now filed

against an employer for the first

time, an auditor must physically
check the employer's existence,
business location and the fact that

the claimant is truly an employe.
Claimants are alerted, on the backs
of checks, that only those unable
to work are entitled to total disabil-

ity payment. Violators will be
jailed or fined, a message warns.

Small businesses with high
wages are particularly suspect, Mr.

Collins said. Investigators also
question cases in which compen-
sation is high, while medical bills
are minimal. •
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44Now that you've put my house in order,
Iownaterrificskiareaproperty

Ineed insured:'

00

Why forfeit your regular line
when Rhulen carries the closer?
Rhulen Special Risks, Inc. are wholesale insurance
brokers in N.Y. specializing in:
LIABILITY: Resorts, camps, schools, ski areas,
contractors, discqs, housing authorities, markets,
restaurants, apartments, vacant buildings, liquor
liabilitv, products, tough OLT, M & C,
PROPERTY: All Risk Conditions-with or without

- co-insurance-unprotected or protected-vacant orA &61 occupied,
ij a EXCESS: Auto, General, Umbrella.

RHULEN SPECIAL RISKS INC
Call Ed Bartholomew, Margaret Breen or Kathie Chester • Rhulen Special Risks, Inc.
2 Penn Plaza, New York, N.Y. 10001 (212) 924-1950 • 217 Broadway, Monticello, N.Y. 12701 (914) 794-8000

OUTSIDE NEW YORK STATE (800) 431-1270. inside New York State call collect.

A Schiff Terhune

Challenge:
66If your companyk sales are

75,000,000 - orless,we can probably
lower your insurance costs."

"Schiff Terhune International is one of the

leading Insurance Brokers in the United States, so
we know the particular problems you face every
day.

"We can provide the smaller companies with the
same expertise and personal service as the 'jumbos'
we handle.

"It will take just a moment to fill in the form
below to provide us with some background infor-
mation, and it may well surprise you to find out
just how much you can save on identical or
improved coverage.

"Contact me directly; John Ross, Senior
Vice President, Schiff Terhune International, Executive
Offices, 100 William Street, New York, NY 10038.
Or call me, toll-free, at 800/835-2246:'

Schiff Terhune
Insurance Brokers/Risk Management Services

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

I .

: John Ross, Senior Vice President, Schiff Terhune International
: Executive Offices: 100 William Street, New York, NY 10038. 800/835-2246.
..

.

..

..

I .

• Name Title •
I .

.

; Company Type of Business .
..

; Annual Sales Special Problems

.

.

i Address

: Phone

City State Zip i



Enancial
Strategies

InBusiness Insurance

An INA Series

Contracting firms usually obtain surety bonds- guarantees to clients ofproject completion-
on a job-by-job basis. A different approach was developed by INA and the Limbach Company, a
$100-million Pittsburgh.based mechanical engineering firm.

President Walter Limbach says, «The firm is largely decentralized,
which means the regional offices
should be able to run things withoutPutting a stop

to stop-and-go interruption, especially in the bidding

bidding. stage. Our strategy is to negotiate

Limbach Company's
j with INA a surety bond budget for all

f''
WalterLimbach projects to be sold during the year."

The result, for Limbach, is the
ability to structure its annual business

r / fa,6.- ,j 11 plan based on an exact, predeter-< 41% mined figure for surety support.
Blanket approval for Limbach's surety bonding is

0 -* a , The carrier takes part in the company's financial meet-
the result of a long-standing relationship with INA.

\
-t

.

Y=. 4, .a            - i

work-in-progress. This knowledge, plus INA's under-- ' .7'. # ./ I standing of contracting has, according to Walter Lim-ings and is fully informed about revenues, goals, and

- . * 14 4 2 ·'mn bach, «made them totally receptive to the overall
Ch / bonding concept."

For property/casualty agencies, assuring prompt loss settlements is crucial. William Thompson,
President of Allred-Thompson Agency in Wichita Falls, Texas, meets this goal with comprehen-
sive «insurance to value" reports when first securing property coverages.

Along with INA representatives, Allred-Thompson does physical workups on each property:
preparation of square-footage diagrams to be included in a master file of structural features. The
strategy has two advantages.

The insured benefits because his agency can upgrade coverage - based on the initial
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valuation - to reflect increasing re-
placement costs. Secondly, when a
disaster strikes, settlement (at the

A tape measure upgraded levels) can be made al-
is our best claims most immediately.
settlement tool. Thompson comments: «After a
Allred-Thompson Agencfs tornado leveled parts of Wichita
William Thompson Falls in early '79, many clients had

no property left to inspect. But INA settled millions
in claims on the spot, because we had documented
reports on file." The rescue job hinged on advance
planning by both agent and carrier.

\ Expenditures for hospitals in rural communities
are rising no less sharply than for institutions serv-

ing large metropolitan areas. "Since 1965," says Donald W .9"..01'th

Stubsten, Administrator of Ocean Beach Hospital in Ilwaco, .1 , „,
Washington, "Ike seen inflation drive the cost of a semi-private                                                                                                                                                                                ,3 3$ s.

room from $11 a day to over $120." Faced with this problem, nnore Ognry m
and more small hospitals are now self insuring certain risks. 0 >-31 f.*Eusn,r

Participation in a hospital association program allows
Stubsten to self fund staff liability exposures to a limit of
$100,000. Excess coverages are obtained r-=11 1
commercially. The first year OBH took /«v - *L

part in the program, the hospital's savings
were 25% over conventional liability rates.

Translated to OBH's balance sheet, the
net saving was $1,800 - sizeable for a small, Some new leverage i -
25-bed hospital. There are also cash-flow against health-care /
advantages. Stubsten temits OBH's share inflation. 1 * 19 -
of the reserve monthly, rather than paying Ocean Beach Hospital's / . ..\U

a lump-sum premium. Donald Stubsten/

12 I

F

The dynamics of business insurance have never been more complex. Opportunities to improve
financial performance by sharpening strategies have never been greater. Know-how, experience
and resources are crucial. So is the willingness to innovate. No company has more impressive
crddentials in these areas than INA. Ifyou have a concept or a problem to discuss, or ifyou'd like to
review new developments in this field, INKs Property-Casualty Insurance Group can be of special
help. Write to John R. Cox, President, Insurance Company ofNorth America, 1600 Arch Street,
Philadelphia, PA 19101 or call (215) 241-2729.

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



Len Strazewski
takeshisgames
seriousl
Len is features editor Of Business Insurance.

One of his responsibilities is-the supervision of the Agent/Broker Topics
section. This special section, read by a large audience of insurance agents
and brokers, carries news and features about major insurance markets,
agency profiles, the modern management of agencies/brokerages, as
well as other timely topics of interesr to busy producers.

Len is also he co-author of the now famous London Game* which
became an instant conversatior piece among insurance influentials.

Len Strazewski brings to Business Insurance a dimension of editorial
perception and judgment which results in articles and think pieces,that
become must reading for risk/insurance/benefits decision-makers.

Yet Len, like all of our editors aid reporters, does not specialize. His
stories.cover a wide spectrum of insurance, risk management and employe
benefits. And his incisive, thorough reports have been the
subject of discussion, earnest analysis and ac#on by
influential corporate and goveriment officials.

It's the kind of in-depth report rg that makes Business
Insurance the -nost widely used and quoted authority in its
field.

And because Business Insurarce does so much for its
-readers, it also does more for i-s advertisers.

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

Shouldn't you be there?
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Good chemistry
Firms, carr
to aid trans

By Robert A. Roland

THE AMERICAN CHEMICAL in-dustry is developing new trans-
portation safety programs to prevent
accidents and reduce damages. The

programs could well serve as models
for other industries interested in im-

proving their safety records and cut-
ting insurance costs.

A new report by the Chemical Manu-
facturers Assn., a trade association of

nearly 200 chemical companies, details

the transportation safety progress be-
ing made by the industry.

U.S. government figures show the
chemical industry shipped between
250 million and 275 million tons of
chemicals in 1977. Railroads alone

carry about a million chemical ship-
ments a year. A small fraction of 1% of

those shipments wind up in some sort
of accident.

But even this record is not consid-

ered good enough because escaping
chemicals can cause real harm. So

chemical companies, working with
railroads, truckers, other carriers and
government, have devised a two-level
safety effort: prevention and damage
control.

Preventive efforts are focusing on

improving vehicles and their operation
and on packaging, warning signs and
worker training.

F or the layman, some of the namesof new chemical transportation
safety devices can seem a bit esoteric.
Head shields, for -instance. A head

Robert A. Roland is president Of the
Chemical Manufacturers Assn.

iers join
it safety

shield is a large piece of steel plate
mounted at the head of a rail tank car.

In a collision or a derailment, the head

shield absorbs impact, helping prevent
tank ruptures. Shelf couplers, in turn,
hold freight cars together better.

Then there are heavy domes and rail-
ings atop the cars to reduce the chance
of leakage in a rollover. And new types
of containers.

The search for safer chemical con-

tainers is continuous. During 1977, the

U.S. Department of Transportation
had authorized 400 companies to test
innovative forms of packaging, ship-
ping conditions or carrier operations.

Unitized containers also reduce acci-

dents. Smaller packages are packed in

these containers. They then can be
moved readily from, say, railroad to

truck without handling the package it-
self.

On the human side, there's a strong
commitment to employe safety train-
ing among both carriers and pro-

ducers. Company action programs like
RHYTHMs (Remember How You

Treat Hazardous Materials) are ex-

pected to make a big difference by
developing more safety consciousness.

RHYTHM has been adopted by more
than 400 companies.

OOp,

speaking out 9

Industry's inefficiency experts
keep the custo mers unsatisfied

By Peter Downes

E WERE IN THE BRASS RAILhaving our usual lunch when I
was suddenly startled by a shattering
thought. This sort ofthing is apt to hap-
pen by the time we are getting into the
second dry martini.

"How would it be," I asked, "if every-
body made a conscious effort to be
more efficient?"

Peter Downes's satire and humor on in-

surance issues regularly appear in the

Perspectiue section. He is manager Of
insurance at American Trading & Pro-
duction Corp. in Baltimore.

"The United States would come to an

end, promptly answered my insur-
ance broker friend, Fred.

"How come?"

"Because if everybody became more

efficient, productivity would increase,
there would be more money to spend,
inflation would become even more

rampant, the economy would then col-
lapse and the whole country would set-
tle down with a gentle sigh. I don't
understand the logic of it,. but this is

the reason that the government is try-
ing to slow down the economy so that
whole armies will be laid off from work

and in that way we shall all become

rnore prosperous.

"You're wrong, Fred," said Frank,
who works for the U.S. Army Corps of

Engineers. "It would all end with a
bang and not a whimper because as
fast as industry got more efficient, so
would the bureaucracy. While industry
would be working hard to increase its
productivity, the bureaucrats would be
working even harder to put a stop to it.
Irresistible force meeting immovable
object would result in an explosion and
we Joe Blows would be caught in the
middle, as usual."

"I hate to interrupt these eloquent
Continued on page 20

Chemical

firms, carriers
and the

government

are improving
vehicles,

packaging,
warning signs
and worker

training.

Photos: Chem. Mfgs. Assn.

The chemical industry vigorouslysupports a government proposal
for better warning signs and use of the
U.N. identification numbers so haz-

ards can be identified quickly and ac-

curately, regardless of one's native
language.

Even with all these precautions, acci-
dents still occur. That's when the

industry's Chemical Transportation
Emergency Center network, headquar-

tered in Washington, springs into ac-
tion.

CHEMTREC's toll-free telephone
number is widely publicized to ship-
ping companies and police, fire and
other emergency services. The number
puts callers in touch with a CMA com-
municator who has at his fingertips
emergency information on more than
16,000 chemical products and mix-
tures. Within seconds, the communica-
tor can supply information about
special precautions that can be taken at
the scene of the emergency.

The CHEMTREC communicator

then telephones the shipper, who can
provide additional expert advice and,
if needed, on-the-spot assistance. In
eight years of operation, CHEMTREC
has handled nearly 100,000 calls.

It's difficult to document the exact
effect these efforts are having on
chemical company claims and pre-
miums. But one thing is certain-it's a
positive effect. .
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Business auto policy
Form turns its back

on those leasing cars tv'Tr-hl f : I r Gamma
887/0022

By Thomas J. Malloy

RCHIDS AND ONIONS to theauthors of the business auto pol-
icy, CA OX01, 1/78.

Orchids first. The BAP is a truly re-
markable document composed of 605
words, good words, easy to read, easy
to spell, easy to pronounce, easy to un-
derstand and well within the range of
the average insurance buyer's (and
underwriter's) vocabulary. Further-
more, it is printed in very readable type
on standard 842 by 11-inch paper with
its insuring agreements, definitions,
conditions and exclusions arranged in
very logical order. The number oftype-
written entries and handwritten signa-
tures required for its completion has
been greatly reduced. The BAP can,
and will, be computer-issued with a
minimum of difficulty and confusion.

So much for the orchids, now for the
onions. I am horrified and dismayed to
discover that the word "leased" is no-
where to be found in CA OX01, 1/78!
Imagine that! There are approximately
10 million leased autos in the U.S. and
the authors of the BAP have simply
ignored them. Insuring leased autos
adequately under the old auto forms
was a clumsy and cumbersome proce-

Thomas J. Malloy is an agent with the
Thomas E. Wood Inc. agency in Cincin-
nati, Ohio.

dure and, alas, insuring leased autos
properly under the BAP continues to

be a clumsy and cumbersome proce-
dure.

What am I bitching about? As an in-
surance agent, I am occasionally con-
fronted with a client, who like millions
of other Americans, had the affrontery
to lease his auto rather than buy it. Ar-
ranging adequate insurance for him
gives rise to all sorts of problems.

In order to issue his BAP, I must
complete a separate declarations page
upon which the insuring agreements
are triggered by placing numerical
symbols in ballot boxes. By placing the
numeral 1 in the liability coverage bal-
lot box, my client is granted fully auto-
matic coverage for all autos used in his
business whether they are owned,
leased, borrowed, confiscated, repos-
sessed, etc. So far, so good. Next comes
the medical payments, no-fault and un-
insured motorist ballot boxes. Right
away I am in trouble, for the authors of
the BAP say, "No, no, no, you may not
use the numeral 1 here; try numeral 2."

 did. Ii doesn't work. Numera-12 pro-vides coverage for owned autos
only. My client doesn't own any autos,
but he leases one. Well,let's move on to
the physical damage ballot boxes.
More trouble, numeral 1 not permitted,
numeral 2 doesn't work. Ah ha! Here is
a solution, use numeral 8. This is the

Loading exclusion puts
serious gap in coverage

By Henry Salfeld

T HE BUSINESS AUTO policy,when originally put into effect by
the ISO, contained an exclusion for
"bodily injury or property damage re-
sulting from the loading of property
before it has been put in or on the cov-
ered auto or the unloading of property
after it has been taken off or out of the
covered auto. This exclusion does not
apply to loading or unloading by
means of a mechanical device that is

permanently attached to the covered
auto."

As the standard comprehensive gen-
eral liability policy excludes loading or
unloading of an auto without qualifica-
tion, a gap in coverage had been
created. Some companies have
eliminated the exclusion from the BAP

without substituting another one, thus
reinstating the conditions as they ex-

Henry Salfeld was an insurance broker
with Frenket & Co. in New York since
1935 and has been a consultant to that

firm since 1974, when he retired as se-
nioT up. He has written extensively on
insurance.

isted before the new policy.
However, in July 1978, the ISO

published an endorsement, not yet ap-
proved in New York, captioned:
"Changes in policy handling of prop-
erty," which in the first sentence o f its
section A eliminates "the exclusion re-

lating to loading or unloading of prop-
erty." It then substitutes two new
exclusions that omit the terms "load-

ing and unloading" and introduce,
without definition, the term "handling
of property." Under section A the en-
dorsement excludes such handling of
property:

"Before it is moved from the place
where it is accepted by the insured for
movement into or on the covered auto,
or after it is moved from the covered

auto to the place where it is finally de-
livered by the insured."

As this refers to places where thepolicyholder accepts or to which
he delivers property, it seems to elimi-
nate from the exclusions and, there-
fore, provide coverage for handling,
including loading and unloading, on
the policyholder's own premises.

There remain, however, several

symbol for hired autos (which includes
leased autos) and may be used in physi-
cal damage ballot boxes but not in lia-
bility, medical pay or no-fault ballot
boxes.

For physical damage, I have solved
my problem, but my client isn't going
to be very happy with my solution, for
when the insurance company finds the
numeral 8 in this ballot box it adds a
hefty 20% increase to the physical dam-
age premiums, explaining it may be
called upon to pay a physical damage
claim on an auto my client may decide
to rent. My client doesn't rent autos, he
simply leased one.

think. The manual says I may at-here is another solution, I

tach endorsement CA 9916, "Hired
autos specified as covered autos you
own." It reads, "Any auto described in
this endorsement will be considered as
a covered auto you own and not a cov-
ered auto you hire, borrow or lease, un-
der the coverage for which it is a
covered auto."

This endorsement converts my
client's leased auto into an owned auto

as far as policy interpretation is con-
cerned, but it does nothing for an auto

he may decide to lease in the future be-
cause that auto is not described in the
endorsement.

Furthermore, while it adds the lessor
as an additional insured for liability
cOverage, it does nothing for the lessor
in the way of physical damage cov-
erage, and the lessor is not at all happy
with this arrangement. In order to take
care of the lessor, we need still another
endorsement, CA 2001, titled "Addi-
tional insured lessor." This endorse-

ment injects a new term into the policy,
"leased auto," and goes on to recite
that the leased auto described in the

endorsement and any substitute or re-
placement thereof is a covered auto.
Also, it adds the lessor as an additional
insured for liability and physical dam-
age.

Well, as long as my client doesn't
lease another car from a different les-
son I think I have him covered, but this
is a fumbling, bumbling, stumbling,
dumb, dumb way for the insurance in-
dustry to respond to the needs of the
leasing industry. There is a better way.
Add a 606th word to the BAP. Wher-

ever the term "owned auto" appears,
change it to read, "owned or leased."
How about it, ISO? •

*.                                                                           --r
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other questions: What constitutes ac-
ceptance and final delivery? Is the
term acceptance in this case broader
than receipt and is final delivery identi-
cal with acceptance by the consignee?
Legal and other dictionaries state the
difference between receive and accept.
This may eventually require judicial
interpretation.

Under this subsection coverage de-
pends upon acceptance or delivery "by
the insured." According to Part I of the -
BAP, "you" are the named insured and
"insured" means "any person or or-
ganization qualifying as an insured in
the Who is Insured section." Is accep-
tance and delivery by anyone qualify-
ing as "an" insured also "the" insured
within the context of the endorsement
and also anyone who is not an insured
but acting for "the" insured? The in-
tent of simplifying policies is not al-
ways successful.

A serious exclusion is contained in

the last paragraph of section A of the
endorsement. It excludes coverage for
"bodily injury or property damage re-
sulting from the movement of property
by a mechanical device (other than a
hand truck) not attached to the covered
auto." This means the BAP does not
cover the policyholder for any acci-
dent, even on its own premises, if the
property is loaded or unloaded by a
forklift or a crane not attached to the

truck, or similar equipment. As the
comprehensive general liability policy
also excludes loading or unloading, re-
gardless by what means, there is no
coverage under either policy.

It is strongly recommended that risk
managers and brokers of policyholders
affected by the endorsement contact
their insurers for the revision or com-

plete elimination o f the loadingand un-
loading exclusion from the BAP. •

6
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perspective

Taxpaye rs beware:
(Illman health proposal
will cost you even more

By Al Lutz

A s OF THIS WRITING, Rep. Al
Ll Ullman's proposal to penalize big
health care benefits (H.R. 5740) is still

in committee and hearings are being
scheduled around the U.S. to gather
opinions. The scope and detail of this
proposed legislation are of such magni-
tude that the old buy word of caveat
emptor must make way for a new by-
word-CAVEAT ASSIDUUS-tax-

payer beware !

This act would grossly affect not only
insurance buyers, but also those who
have chosen self-insurance or any of

the many stop-loss arrangements to
fund the medical expense portion of
their employe benefit programs. The
reason given for this proposal is that
employer-provided medical expense

Alton E. Lutz, CLU, FLMI, is group un-
derwriter with the Independent Life &
Accident Insurance Co.

benefits are too generous, creating too
great a demand for medical services
and treatment.

Contrast this philosophy with that of
other legislation aimed at a national
health insurance program that has
been incubating for years on the prem-
ise that our society lacks adequate ·
health insurance. The one redeeming

grace ff the Ullman bill is that it ac-
knowledges that the original premise
for a national health plan is no longer
valid.

lthough all direct employer out-lays for medical expenses, includ-
ing rebates to employes as required by
this act, would continue to be tax de-
ductible, the administrative expense
for plans would be tremendous. This
added burden is immeasurable. The

added taxes to employes would come
not only out of the rebates, but also out
of the after-tax income of all persons
for whom the cost of employer-paid

Unhealthy program
This act would also affect those
who choose self-insurance or

stop-loss arrangements to fund
their medical plans, says
Al Lutz.

benefits exceeds the criteria.

These criteria are defined as the ap-
plicable dollar limit, as follows: i

1 all such employes $55
(unit cost basis)

2 (a) employe only 45

(b) employe and family 110

(composite basis)
3 (a) employe only 45

(b) employe and spouse 90
(c) employe and family 120

(three-way breakdown)

A fully noncontributory health plan
that is self-insured or covered under a

stop-loss agreement on a unit cost ba-
sis as in (1) would have a limit of only
$55. Such plans will have to estimate
annual per-employe benefit costs, in-
curring actuarial expenses that may be
required under additional regulations.

Furthermore, ifthe per-employe cost
exceeds $55 per month (the only such
trigger point that coincides with the

applicable dollarlimit), a lower cost op-
tion must be ,offered, with rebates
made to all who opt for the lower cost
plan. Such rebates must even be pro-
rated on a portion of a month's cov-
erage upon termination of an employe
from the plan.

11 of the above, and much more,is the rosy part of the picture. The
extensive details in other parts ofTitle
I of the act rnust be observed or the

plan will be nonqualified. Then all pre-
miums, if insured, or all average per
employe costs, if not insured, would be
taxable income to employes. CAVEAT
ASSIDUUS!

Ifyou havejust insured your medical
reimbursement plan to comply with
other federal tax regulations, andthis
act becomes law-CAVEAT ASSI- -
DUUS! .

Inefficiency expe rts keep customers unsatisfie d
Continued from page 17
speeches," I said, "but neither ofyou
has convinced me that even a modest

increase in efficiency would be less
than beneficial. Look, all that I am say-
ing is that all the managers in the
U.S.A. with their fancy college degre*
and centuries of experience might well
give a passing thought to improying
their efficiency and acting accord-
ingly."

66Habout this miracle?" asked
ow do you propose to bring

Frank.

"I don't. Indeed, I can't, unless you
count earnest prayers for the self-de-
struction of some of those concerned

as an aid. The fact is, my good people,
we have seen the collapse of another
American myth and we don't wish to
acknowledge it. We all grew up know-
ing that bankruptcies of small busi-
nesses run into the thousands each

year, usually because 6f inefficiency.
However, according to holy writ or
something, management science and
Americanknowhow rendered major
corporations immune from such vicis-
situdes. Studebaker, you ask? Well,
that was thought to be an aberration,
but Penn Central, W.T. Grant, the
Lockheed difficulty and now Chrysler
make it seem like a new way of life.
None of them got into trouble because
of their brilliant management."

"Still and all," Fred said, "the United
States and New Jersey have the most
efficient companies in the world."

"You may be right, but don't forget
that conspicuous consumption and
built-in obsolescence is also an Ameri-

can way of life. The United States has
thrived on waste and inefficiency and
this attitude has permeated alllevels of
the,business enterprise. For myself, I
was brought up to live frugally and I

Tough question
How long has it been since you
received a policy more than a
couple of pages long that was
right the first time? asks Peter
Downes.

deplore all this waste and iAeffi-
ciency."

"Pete, viewing your waistline from
this angle I suddenly find myself hav-
ing grave doubts about everything you
have just said."

"Lay off it, Fred. In any American
corporation there is room for improve-
ment. For example, I have just read
that one insurance company had 17,000
employes last year. If each employe
took the trouble to make one less mis-

take each day at an average cost of $10 a
mistake, the savings would amount to
more than $40 million a year. This
would probably be a marginal amount
in terms of expenses, but I would bet it
would be a significant percentage of
profit or loss." ,

"Be reasonable, Pete, if an insurance
company got that efficient, everybody
would take longer coffee breaks."

6 6 T ook, Fred, I know you have never
13 read an insurance policy in

yourlife, buthow long has itbeen since
your assistants received a policy more
than a couple of pages long that was
right the first time? And how many
times have you got forms from the in-

surers that they demand be completed
but have absolutely no bearing on the
case in question? And when was the
last time you did not have to question a
complex audit? And how often have
you got a quotation over the phone,
confirmed acceptance in writing and
have then received a policy with an en-
tirely different limit or premium or'
both? And the renewal cover notes you
received, how often have things been
changed without your knowledge?"

"Any more complaints while you're
at it?" demanded a truculent Fred.

"Well, yes, I have. I renewed a mgjor
policy some months ago and as of to-
day I have received neither bill nor pol-
icy. I asked particularly for both to be
in my hands before year-end for all
sorts of urgent reasons. The insurer is
not even apologetic about the thing,
just said I would have to wait."

"Y6u at least have the use of your
money while you're waiting."

"That's true, but the thought has
crossed my fuzzy mind that perhaps I

- shall be the loser in the long run be-
cause of it. The fact that I still have the
money implies that the insurer is de-
pleting its earnings, and if this is hap-

pening on a large scale, rate levels will
tend to increase in order to offset any
deficiency. So, although initially I ap-
pear to be the winner, I have a funny
feeling that anything I gain has to be
paid to the insurer with interest at a
later date. Anyway, Fred, you brokers .
ought to get on the ball because you
stand to lose more than any of us."

"We shout about it from time to time,
but there is not much we can do."

6 6 Yto concepts like service to cus-es, Fred, but whatever happened'

tomers? Account executives who deal

with the public usually try really hard
to provide good service, only to be
thwarted by some mindless invex back
in the corporate labyrinth who thinks
there are more important things to
worry about besides customers."

"In spite of all that, nobody is trying
to do you out of anything, you know."

"Really! Think for a moment, can
you remember the last time an insur-
ance company made a mistake that fa-
vored the customer?"

"Right now I find it hard to recall
such an earth-shaking event."

"Then perhaps we have discovered a
completely new principle, like
Murphy's Law or something. Actually,
it is notnew at allbuthasjust notbeen .
formulated, that's all. What it says is...
the administrative systems o f insurers
are such that in the event of any error
being made, such error shall always
benefit the insurance company at the
expense of the customer."

"Not bad at all. Assuming that some-
body has not already dreamt it up,
what do you intend calling that defam-
atory masterpiece? The Peter Princi-
ple and Down's Syndrome have
already been taken."

"How about the Law of Insurable lIn- ' ,
terest?"



CPC G talk
THE FOLLOWING AMUSING def-

initions of insurance terms were

selected from a list given to the Society
of CPCU by a friend. They are pur-
ported to be actual answers to ques-
tions on a state examination for agent
and broker applicants. They certainly
reveal an imaginative, if somewhat
hazy and garbled, conception ofthe in-
surance business:

Excess insurance would be the in-

clusion of perils that are not apt to oc-
cur since so many perils are included.

Concurrency exists where there is a
lack of non-currents or if a company
wishes to cancel the policy it is concur-
rent.

Subrogation is intended and willful
means to no good ideas-intent of bad
business or intending to extract money
and making profitable to one's self and
marking it as a bad business venture.

If a company pays the claim and no
liability exists, it is subrogation.

Term rates: If an insured desires to

cover a load of furniture while he is at

his mother-in-law's for a period of six

months, he could secure a term rate.
Moral hazard: An excessive drinker,

carouser, staying up until all hours of
the night going from one nightclub to
the next.

Moral hazard: Applies to any risks
involving the mind-its excitability or
frenzy such as race riots, strikes, vio-

lence, vandalisms, hoodlums.
Direct loss by fire: if your living

room is ablaze. Indirect loss: a room

upstairs burning.
Direct loss by fire: Fire occurs in

your house. Indirect loss: Fire occurs
at a remote location, such as your sum-
mer home.
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Examination questions
bring inventive answers

.
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Passing grades?
CPCU students

rate an "A"

for imagination
in their alleged
answers to state

exam questions.

An example of "indirect loss by

fire": If my wife was in the kitchen and
she saw smoke and someone yelled
"fire" and she picked up a clock to save
it from the fire and threw it out o f the

window, this would be covered as be-
ing an indirect loss by fire.

Sue and labor: Insistent persecution
could be another name for sue and la-

bor.

Jewelry/fur floater covers intimate
relations in the domicile but they must
be scheduled.

Q. Whose property, other than the
named insured's, is covered by a per-

sonal property floater? A. The
mortgagee's wife and children.

Q. What is meant by "flat cancel-
lation"? A. Each flat may be insured
separately or canceled separately.

Q. Show your prospect four causes
that might lead to loss covered under a

sprinkler leakage policy. A. If I were
selling a leakage policy I would tell
him he might be in danger of leakage,
dampness or wetness.

Q. Who is eligible for Bailee's cov-
erage? A. Any person who is over 21
years of age and a citizen ofthe United
States.

Q. What is pilferage? A. Damage to
goods in packages just for fun or to
snoop.

Define inherent vice: Inherent vice is

when something happens to an arti-
cle by immoral means (ex.: the insured
is a gangster and the watch he has in-
sured is broken by a bullet).

Q. What is the function of a removal
bond? A. A removal bond is usually
issued in connection with garbage re-
moval contracts and agrees to remove
garbage, etc., according to the agree-
ment of the contract.

Q. Does the jewelry/fur floater cover
specified perils? A. If a person is going
to a cold climate but has to pass
through a very hot area, the fur coat
could be covered while going through
this hot climate.

Q. What type of property is usually

covered by a trip transit policy? A. Any

property except that which is easily
chipped, such as bathtubs and sinks.

Q. Give two reasons why the super-

intendent may suspend or revoke a
broker's license. A. Broker is involved

in any illegal transaction, is in a state
penal institution or is deceased.

Q. Define "act of God" as used in

connection with inland marine insur-

ance. A. An act for which man has no

responsibility (unless assumed) (al-
though pregnancy is often legally mis-
named as such).

Q. What is an "outage" as used in
connection with a steam boiler policy?
A. Outage is the age given to a pre-
viously repaired boiler. A. Outage is
the portion of the boiler outside the
premises. A. Outage is "out of age,"

old. A. Outage is the amount of pres-
sure needed by the boiler. •

M.M. high court rejects bypass surgery claim
AILURE TO FILE A writtenclaim and to exhaust an es-

thblished grievance procedure in a
group health plan led the supreme
court of New Mexico to deny a claim-

ant coverage for intestinal bypass sur-
gen/.

Richard Rushing was a member of a
group health program through his em:

, ployer, the city of Albuquerque. The
plan provided that no legal action

should be brought until the member
had made a written claim and ex-

hausted the established grievance pro-
cedure. Mr. Rushing sought approval
from the plan's medical director for in-
testinal bypass surgery which he de-
sired for weight reduction purposes.
The surgery was disapproved. Never-
theless, Mr. Rushing underwent sur-
gery a week later. He then filed a claim
against the plan and was awarded a re-
covery by the trial court.

The appellate court reversed the de-
cision, emphasizing the written claim
and grievance procedures were clear
and unambiguous. The court said the
provisions were prerequisite to filing

the suit and rejected Mr. Rushing's
contention that the surgery was an

These abstracts were prepared by
Cases Unlimited Inc. Copies Of the en-
tire decision may be obtained by send-
ing a check for $4 made out to Cases
Unlimited, Business Insurance, 740 N.
Rush St., Chicago, IN. 60611. Please list
the number for each opinion.

t

legal briefs

emergency and thus outside the writ-
ten claim requirement. The court said
there was no evidence that Mr.

Rushing's condition required such im-
mediate treatment that his health

might have been jeopardized by delay
so as to bring him within the emer-
gency service provision of the policy.
Rushing us. Lovelace-Bataan Health

Program, supreme court o f New Mex-
ico, July 9, 1979 (BI/02/F.-$4).

No accident

"Accident," as used in the workers
compensation act, was defined by the
Utah supreme court as connoting an
unanticipated, unintended occurrence

different from what would normally be
expected to occur in theusual course of
events. Thus. the court held that when

a person slams his fist against a locked,
stationary metal door, it was foresee-
able and expected that his hand would

be injured.
Ted Spackman was a part-time hos-

pital employe. During a break in his
normal duties, Mr. Spackman initiated
a conversation with his superior con-
cerning future leave time. As the result
of the conversation, Mr. Spackman be-

came angry and vented his rage on a

number of garbage cans and cardboard

boxes adjacent to the office. The fury
culminated in his slamming his fists
against two metal swinging doors, one
ofwhich he knew was locked, and frac-

turing his hand. Mr. Spackman filed a

claim for compensation for temporary
total disability. He was awarded com-
peniation.

The appellate court reversed the
award. The court pointed out that an

injury is not compensable unless it was
accidental and not purposely self-
inflicted. Although the employe's ac-
tivity may be intentional and still be an
"accident," the result ofthe intentional

activity must be unexpected or unfore-
seen, the court said. Here, the court

stressed, the harm resulting from Mr.
Spackman's intentional activity was
not unusual, unexpected or unfore-
seen. The court concluded there was no

accident here and the injury did not ful-
fill the requirements of the act. McKav

Dee Hospitat us. Industrial Commis-
sion, supreme court of Utah, July 16,
1979 (BI/03/F.-$4).

Bankers bond

The Iowa supreme court, in a suit on
a bank's fidelity bond, ruled that the
fact that one knowingly makes un-
authorized loans in excess of authority

has been called "such a breach of trust

as will constitute fraud or dishonesty

within the meaning of the law."
The receiver of the State Bank of

Prairie City brought this suit against
the National Surety Corp. on a fidelity
bond issued to the bank for losses alleg-
edly resulting from the dishonest and
fraudulent acts of a bank officer. The

bank president, who also was a sub-
stantial bank stockholder, was very lib-
eralin making loans, some ofwhich ex-
ceeded the bank's $25,000 limit. The
practice had been criticized by bank
examiners and he apparently had
stopped the practice.

However, a separate audit by the

FDIC revealed that he continued the

practice, resulting in the bank's clos-

ing. The president had juggled the
bank's books to conceal the loans and

made false records. The receiver recov-

ered a judgment of almost $1 million
against the insurer.

The appellate court concluded there
was substantial evidence to show a

want of integrity or breach oftrust. The

court emphasized that for a fidelity

bond to be inapplicable, the bank
directors must not only have had

knowledge of the acts, but they must

-- also have appreciated their fraudulent
nature and condoned, acquiesced or

participated in them. Federal Deposit
Insurance Corp. us. National Surety
Corp., supreme court of Iowa, July 25,
1979 (BI/05/F.-$41 •
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Big losses haunt new Lloyd's leader
By JOHN H. MILLER

LONDON-Many of the prob- '
london line Note of optimism

bicbeuntted tbdmuanemrng financtal stability, chairman Peter "Lloyd's has grown faster in the *, "There have always been
judgments and malor losses may Green told Euslness Insuran.e in a past five years than a: any other
prompt questions about Lloyd's wide-ranging interview period in its history," Mr Green ,• underwriters at Lloyd's

said "So too has the size of indi- 

vidual risks Their exposures are I . who have the courage to
info all the greater in spite of modern I 

high-technology equipment,  back their own
which is certamly directed m a  3 6

• The 1980-81 edition of the Lit. ploye oenefit costs was the topic large degree to loss prepention - judgment," says
tie Red Book from GAB Business covered at a series of serrunars "But there's a vast difference be-

Services Inc is available to all in- sponsored by Meldinger & Asscci- tween the Stratocruiser and the  chairman Peter Green.
surance companies, agents, bro- ates Inc A text of the speeches de- Concorde m terms of value-or be-
kers and self-insureds The hvered atthe seminars is avalable tween Liberty ships and the latest
directory provides a complete ros- free in the publication Controlling container ships, or the first o ff- nued "So the question ofsolvency hundred or so years ago its reputa-
ter of addresses as well as day and Benefit Costs. Write Roy Zander, shore 011 drilling rigs and the is not one ofour preoccupations at tion was threatened because insur-
night telephone numbers for each Meldinger & Associaks Inc, Suite present multimillion-dollar plat- the moment " ance was in danger of becoming
of GAB's more than 700 offices m 18C 0, 20 North Wacker Drive, Chi- forms I feel people m the U S and Disciplinary procedures that merely an extension of gambling,
the U S and the Caribbean Also cago, ]llinois 60606 elsewhere ought to realize Just have served Lloyd's well for more which was the popular sport of the
included are all Intermodal Trans- how big an investment Lloyd's has than 100 years are in urgentneed of period Underwriters made certain
portation Services Inc offices, • In:erested in the international had to accept in terms of its msur- review, he admits, and he expects then that Lloyd's would stay se-
along with telex numbers for cver- benefit scene? The World wide ance mvolvements with the fron- to give great attention to the find- cure and they're doing the same
seas s ites, INS Investigations Bu- Benefit Review, published by W.1- tiers of modern technology " Ings of an independent committee now in the modern environment "
reau Inc and key staff members liam l\I Mercer, summarizes the Nevertheless, Mr Green tem- under former U K High Court
Free copies are available by writ- polltical, economic and social de- pers those remarks with optimism Judge Sir Henry Fisher that has Potential conflicts for insurance
ing to R H Hopkins, vp-market. velopments during the past year been studying these rules for the buyers if bigger hnk-ups occur be-
ing, GAB Business Services Inc, that have affected benefits 'Ihe "Fortunately, there have always past 12 months tween Lloyd's brokers and under-
123 William St, New York, N Y free review _ndicates how ccmpa- been, and I hope always will be, "They'll have a major effect on writing agencies (BI, Nov 26,
10038 nies are responding and forecasts underwriters at Lloyd's who have steps to bring our self-regulatory 1979) fall to worry Mr Green, who

trends for the coming year Write the courage to back their own powers into line with 1980 think- agrees their functions should be
• A Pocket Guide to Arson In- Wilharl D Welsford, directo., Wil- Judgment," he said ing and requirements," Mr Green kept separate if possible

vestigation, released by Factory ham M. Mercer Internat-onal, "Usually they have the skills and predicted "Risk managers and other buy-
Mutual Engineering in October 11211 Avenue of the Amerlcas, imaglnatlon essential to pioneer But he is averse to any intensive ers of insurance are highly experl-
1979, has been revised The new New York, N Y 10036 the new forms of insurance re- control over the day-to-day busi- enced people when they are
book includes a fold-out flow chart quired for changing needs But the ness of Lloyd's market itself representing large industrial cor-
that diagrams the steps a fire- . What's Happening in Product claims when they occur are inevi- porates," he pointed out "So
fighter should follow and the ques- Liability? Some Recent Studies tably very much larger than in the ,'Every underwriter has to make they've a pretty good Idea of what
tions to ask at the response, in the Field lS available for pir- past Andithas to be admitted that uphisown mind whetherto accept their risk is worth and are quite ca-
suppression and investigation chase The publication consists many of the problems which also a risk or not and on what terms," pable of looking after their inter-
stages of a suspicious fire Some of mainly of papers presented at the appear to be much bigger are often he said "So one of the principal ests
the guide's topics include ok ser- fall 1979 meetmg ofthe Machinery due to errors of underwriting Judg- duties ofthe committee of Lloyd's "Underwriters should be inde-
vations en route to the fire, aware- and Allied Products Institute Il iS ment, though this is onl> apparent must be to make sure that he stays pendent o f brokers m the sense
ness while fighting the fire, available to MAPI member com- with hindsight, and in any event free to exercise this Judgment, that a broker can't dictate to them
determining the cause and han- panies at $4 and at $6 for all o:hers. adds to the experience of the mar- which is his and his alone " how to write a risk, but I don't be-
dling she evidence Factory Mutual Write Charles Derr, senior vp, Ma- ket and ultimately its expertise " Suggestions of greater control lieve active brokers interfere in
Pollcyholders may buy the g.ude chmery and Allied Products Ins:i- Mr Green agrees questions over over market attitudes toward indi- this way They can advise _an
for 50 cents, cost to non-memoers tute, 1200 18th St NW, Lloyd's financial stability can vidual risks betray a "very real underwriter and possibly help
is $1 Write Factory Mutual Train- Washington, D C 20C36 come into the fore when losses lack ofunderstanding ofthe opera- with fund investment and other
ing Resource Center, Order Pro- arise, especially if "q -lestions of tion of Lloyd's," Mr Green said administrative matters," he said
cessing Department, Box 688, • An updated version cf the competence and good faith" sur- "Lloyd's is continually examin- "Insurance buyers have a choice
Norwood, Me 02062 OSHA Handbook for Small Busi- round them ing its requirements," he said of nearly 270 Lloyd's brokers, and

nesses guides employers through a "But the U S trust fund has "But m reahty, the problems ofthe if I was a client I'd be much more
• Have you ever installed a fire sepen-point program to imprcve risen steadily in line with the ex- past two years are essentially no worried in case an underwriter

detection and control system only occupational safety and hea_th .n pansion of our business and now different from those that have was laying pressure on a broker,
to have it removed months later be- their companies The 51-page exceeds $2 5 billion," he conti- gone before in its history Two rather than the reverse " m

cause the fire code changes9 If so, booklet inclides a sample cnec c-
Johnson Controls lS offering a list for a workplace self-inspection
bocklet which could help you meet and describes sources of no-cost datebook
the new fire codes without getting help a.,allab.e to those wanting to
burned The booklet provides improve safety and health on the
guidelines on how to choose the Job. Information on OSHA's free MARCH 18-19. Cappingthe Blow- kee School of Engineering, PO Coghill, Risk Research Group
best fire safety system for a build- on-site consultation drogram is 17- out: Loss Prevention in the 011, Box 644, Milwaukee, WI 53201, Limited, Bridge House, 181 Queen
ing and how to ensure it works cluded For a free copy, wrne Gas and Petrochemica_ Industries 414-272-8720, ext 260 Victoria Street, London, England
properly For a free copy write OSHA Publ_cations Office, Room Conference in Toronto, Ontario, EC4V, 01-236-2175
Johnson Controls, 507 E Michigan S1212, New Department of Labor sponsored by the Financial Post MARCH 25-26. Effective Com-
St, Milwaukee, Wise 53202. Bullding, Third Street and Cons.1- and Air Canada, $375 Financial municating seminar in Green Bay, MARCH 28. Risk Assessment in

tution Ave N W, Washingtci, Post Conferences, 481 University Wise, sponsored by the Milwau- the '80$ in Oakland, Calif, spon-
• Inflationandits impactonem- D C 20210 • Ave, Toronto, Ontario, Canada kee School of Engineering, $295 sored by the Northern California

M5W 1A7, 416-596-5678 for two days, discount for three or Section ofthe American Industrial
more from same firm Also March Hygiene Assn , $25 in advance, $30

MARCH 18-21. Loss Forecasting 27-28Negotiating for Results sem- at the door Contact Linnea Cas-
Statistical Risk Management mar Sandra Everts, Milwaukee teneda, Kaiser Aluminum &
Seminar in New York City, spon- School of Engineering, P O Box Chemical Corp, 1465 Factor Ave,

car & sored by Anistics, $550 Seminar 644, Milwaukee, WI 53201; 414-272- San Leandro, Calif 94577, 415-483-
coordinator, Anistics, 640 Fifth 8720, ext 260 8001

truck Rental
Ave, New York, N Y 10019, 212-
541-6050. MARCH 25-28. International Ar- APRIL 10-11. Medical Evidence

bitration Systems and Sites con- Seminar in New York City, spon-
MARCH 19. Future Problems and ference in Bermuda, co-sponsored sored by the Practising Law Insti-

Insurance Alternatives in the 19805 in Bos- by the American Arbitration Asso- tute, $225 Also April 24-25 in San
ton, sponsored by Massachusetts clation, the Arbitrators' Institute Francisco Practising Law Insti-
RIMS, $35 per person Contact of Canada Inc, and the Chartered tute, 810 Seventh Ave, New York,

* Admitted Major Carrier
Bert L Weber, Cabot Corp, 125 Institute of Arbitrators ofLondon, N Y 10019, 212-765-5700. ext 271
High St, Boston, Mass 02110,617- England, $350 for AAA members

* Coast to Coast 423-6000. or $400 for non-members APRIL 18-19. Product Liability

* 15 years continuous stable Rental Market Berumda Conference, American Update 1980 Seminar in New
* Fast Quotes MARCH 24-25. Executive Com- Arbitration Association, 140 West York City, sponsored by the Prac-

pensation '80 conference in New 58th Street, New York, N Y 10020, tising Law Institute, $225 Also* Call
(213) York, sponsored by AMR Interna. 212-977-2968. May 16-17 in New Orleans and

tional, Inc., $550 or $495 each for June 13-14 in San Francisco Prac-
.

653-5060
two or more AMR International, MARCH 25-28. Financial Plan- tising Law Institute, 810 Seventh
Inc., Advanced Management Re. ning Seminar in Risk Manage- Ave,New York, N Y. 10019, 212-

BEDFORD search, 1370 Avenue ofthe Ameri- ment in New York, City, 765-5700, ext 271.
cas, New York, N,Y. 10019, sponsored by Anistics, $550 Semi-< INSURANCE 212-974-0800. nar coordinator, Anistics, 640 Fifth APRIL 21-25. International Fire,

Al9 SERVICES INC. Ave, New York, N.Y 10019, 212- Security and Safety Exhibition in
MARCH 24-25. Engineer as Man- 541-6050 London, sponsored by Victor 7966 BEVERLY BOULEVARD ager seminar, in Milwaukee, spon- Green Publications Ltd, London.

 LOS ANGELES CA 90048 sored by the Milwaukee School of MARCH 27. Captive Insurance Victor Green Publications Ltd,
TWX 910-321 4361 Engineering, $295 for two days, Companies Briefing conference in 106 Hampstead Rd, London NWk,

discount for three or more from London, sponsored by Risk Re- 2LS, England, phone 01-388-7661,
same firm. Sandra Everts, Milwau- serch Group, Limited. Janie telex 881108 IFSSEC G



Ford executive

defends position
of Pinto gas tan k

By ROGER ROWAND
Special to Business Insurance

WINAMAC, Ind.-Ford Motor

Co. is trying to establish in the
Pinto case here that its 1973 Pinto

was safely designed by presenting

a string ofwitnesses defending the
fuel tank placement

The reckless homicide trial of
Ford for the death of three teen-

age girls killed in a 1973 Pinto that
exploded when hit by a van in Au-
gust 1978 is expected to continue
until at least March 5.

"When I said the trial would be

short, I was overly optimistic,"
said Ford attorney James Neal.

Continual attempts by prosecu-
tor Michael Cosentino to introduce

evidence already barred by Judge
Harold Staffeldt is slowing the
progress of the trial. Judge Staf-
feldt is excluding evidence per-
taining to Pintos built in years
other than 1973, on which most
crash tests were performed.

Ford is countering the prosecu-
tion evidence now, most recently
with the testimony of the man
Ford says was responsible for
engineering the Pinto from con-
cept to production.

Harold C. MacDonald, Ford vp-

engineering and research, outlined
during the seventh week of the

"1've always been sensitive about
tank placement," says Harold Mc-
Donald.

trial why he considers the 1973
Pinto fuel tank design safe.

He testified:

• The Pinto met all federal fuel

system integrity standards, which
at the time pertained to front-end
collisions. The Pinto also met a

Ford standard, instituted by Mr.
MacDonald, which required a car
to withstand a rear-end 4,000-
pound moving barrier crash at 20
mph with gasoline spillage not to
exceed one ounce on impact and
one ounce a minute thereafter. No
other automaker had such a self-

imposed standard, he said.
• He was sure the car's rear-end

structure was adequate. "I com-
pared it with other subcompacts of
that time and my conclusion was
Pinto was comparable," he said.

• Statistics showed the Pinto

was equal to the average car in
terms of fatal crashes with fires.

• The General Service Adminis-

tration in 1966 had recommended

a 20 mph moving barrier test for
cars the government bought.

Mr. MacDonald also said that in

1977, Pintos represented 1.9% of
cars in operation in the U.S. and
accounted for 1.9% of all accidents
with fire. It was in 1977 that the

Federal Accident Reporting Sys-
tem went into operation.

Mr. MacDonald said he always

has been sensitive to fuel tank 10-

cation. His father was burned to

death in a one-car crash in a Model

A Ford in which the fuel tank was

at the base of the windshield. "I've

always been sensitive about tank
placement-as far from the engine
and passenger compartment as
possible," he said.

In cross examination, prosecu-

tor Mr. Cosentino pointed out
there were no NHTSA standards

in 1973 for rear impacts. He also
said the 1973 Pinto was the only

1973 subcompact recalled because
of a fire hazard. •
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... If your company has potential or real liability stemming .
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: from asbestos-related death and personal-injury claims, the ·
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HANSTAR:
SEEING IS BELIEVING.

HANSTAR is John Hancock's computerized group accident and health claim payment system. A proven
system that's so advanced, you need to see it in action to understand all it can do for you.

First, you'll see how HANSTAR saves your companytime. With our national on-line system, we can
answer policy and claim questions immediately, even if your company has regional divisions. Second,
HANSTAR is accurate. It has built-in controls that reject invalid information and claims duplication. And
it automatically calculates benefits, including reasonable and customary charges, and assures uniformity
of contract application with maximum claim cost containment effectiveness.

Popularity with employees is another key HANSTAR feature. Employees appreciate the fast response
and the complete Explanation of Benefits, or HANSTAR-generated letter, clearly detailing the disposition
of the claim.

Reports on claim frequency, utilization and plan
adequacy are available to assist you in considering
appropriate plan revisions.

HANSTAR's flexibility in claim administration extends  Mutual
to the full spectrum of fully insured, MPA and ASO plans. Life Insurance

See what HANSTAR can do for you. Call Paul H. Gregg, Company
Vice President, at (617) 421-6205 and ask for a HANSTAR
demonstration. Seeing is believing. Boston, Mass.
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Rockwell workers win higher pensions
ABOUT 7,000 United Auto / tionalrepresentative forthe UPIU not been determined yet, Mr King

Workers members at 10 Rockwell benefit beat Blue Cross & Blue Shield under- said
International plants are getung in- writes the union's coverages Also mcluded m the contract,
creased pension, life and medical Workers won two new provi- which lS retroactive to Sept 1
benefits under a new three-year The UAW also gained higher life tional Union employed by Crown sions in the total disability pack- 1979, is an increase in the mini-
contract retroactive to Feb 4 insurance benefits, wi:h payments Zellerbach Corp.'s mill in St Fran- age the company will pay 100% of mum pension benefit to $16 50 a

Monthly pension benefits for increasing to $19,500 f-om the cur- cisville, La., won increases in dis- the premium for hospitalization month per year ofservice from $9 a
current retirees were raised to a rent $15,000 and to $20 000 by the , ability benefits in a three-year and hfe insurance for persons to- month, with a maximum benefit of
minimum of $11 85 per year of end of the contract Sickness and contract ending a four-month-long tally and permanently disabled for $25 a month After two years, max-
credited service from $9 95, and accident payments, iow $170 a strike up to 30 months, at which time imum pension benefits will in-
will increase to a minimum of week, will increase to $210 The entire insurance package they become eligible for Medicare crease to $26
$13 90 by the end of the contract will cost $1 a month for individual The company also will pay 75% of .

Future retirees will begin receiv- Disability provisions employes and $7.50 a month for the premiums for an employe and Made any benefit changes' Writeing $16 a month per year of service employes with dependents, down dependents if the employe retires Valene Berg, Business Insurance,
and a minimum of $1825 by the About 800 memters of the from the former $9 for the family at age 62, until the worker reaches 740 N Rush St, Chicago, Ilt. 60611
end of the contract United Paperworkers Interna- plan, said Chftor. King, interna- 65 The cost of the premiums has or can 312-649-5430

Current retirees under the "30

and out" system, who currently re-
ceive a minimum of $500 a month,
will see payments increase to $575 Purolator names Dziuban risk exec
a month and to $690 a month by
the end of the contract Women Peter Dziuban, 40, has been ***

workers will receive up to nearly named to the newly created posi- comings & goings: buyers Charyl J. Peske, former risk
four months credited service for tion of director of risc manage- manager for the city of Milwaukee.
each pregnancy disability ment for Purolator Inc. in has been named vp of Strauss

In addition, the company will in- Piscataway, N J He previously , Margetts, senior vp of finance from New York University As the Zahn Co in Milwaukee, the Laub
crease its Medicare B payments to served as manager of corporate in- ***

only company treasurer named in Group's recently acquired insur-
$8 70 a month from the current surance at Eastern Airlines in Robert A. Britton, 33, has been about 10 years, he reports to Alan ance counsellng and loss adlust-
$720, reaching $970 by the third Miami, where a replacement has promoted to corporate treasurer at J Edly, vp of finance ment subsidiary A replacementyear o f the pact not been named Mr Dziuban will American Maize-Products Co in ***

has not yet been named by the city
Under the medical benefit pack- be responsible for centralizing and Stamford, Conn Before this he Ron Hutchinson, 35, has been Ms Peske, who was assistant risk

age, all retirees, surviving spouses coordinating Purolator's insur- served as manager of financial ser- named risk manager for the city of manager for the University of Wis-
and dependents will be included ance programs and seting up the vices for the company, a position Salem, Ore Mr Hutchinson has consm-Milwaukee before working
in the famlly vision care program risk management cepartment, notyet filled Mr Britton is respon- been acting risk manager for the for the city, has aBA degree from
as of March 1, 1981, payments for which eventually will include a sible for banking, imance analysis, past 18 months and before that the University of Wisconsin-Mil-
contact lenses will increase to $35 manager of loss prevention, man- property and casualty insurance served as safety o fficer for the city waukee She lS also former direc-
from $25, the hmit for dental care ager of claims contrcl and insur- and pensions for the company He He has a bachelor's degree m psy- tor of the Risk & Insurance
will increase to $1,000 from $750, ancesupervisor Mr Enubanhas a has a B.S degree in economics chology from Oregon College and Management Society-Wisconsin
and the lifetime limit on orthodon- BBA degree from The College of from Sienna College and MBA reports tc personnel director Dar- chapter and is a member ofthe Na-
tia will increase to $800 from $650 Insurance and reports to Thomas degrees in marketing and finance rell Dearborn tional Safety Council

FIDELIFACTS INC
HELP WANTED PROFESSIONAL POSITIONS BUSINESS OPPORTUNITYclassified advertising FINANCIAL &

Growing $1OMM+ annual premium AVAILABLE
volume - Kansas City based pro- CREDIT REPORTS ON

/ perty and casualty agency seeks RM fire+cas+engrg .. 35M Wanted
qualified person to manage systems. Individuals & Corporations RM major industl co ..5OMprocedures, staff recruitment, train- Nationwide excess and sur.RATES AND CLOSING TIME: $350 per Ime. minzmum charge ing, finances and personnel Individ- Pre-Employment RM Midwest,fire+cas .35M plus lines agency is looking

$17.50 Cash with order. Figure all cap hnes (manmum-two)30 ual must have ability to become Vice RM upstate NY, to purchase a medium to large
President and Chief Operating Of- Insurance & Pre-Employment E&S Agency anywhere in thefettersand spaces per hne, upper and lowereas€34 perline,Add ficer. Direct inquiries to Investigations small growing firm 304OM U S Cash or terrns consideredJohn T Lockton, III - President CO treaty und, 34 yrs Principal can stay on undertwo lines jbr box number. Repties areforwarded daily Closing Lockton Insurance Agency

U.C.C. & Court Records treaty, 6-7 yrs primary conditions Reply to Mr. N.,P O Box 8418
P.O. Box 1190 Melrose Park,deadhne Copy En wnttenform in Chicago ofice not later than Prairie Village, Kansas 66208 or fac prop exp .. .. 5OM

noon, Monday, 7 days preceding publicatton date. Publtshed INSURANCE PROFESSIONAL 25 Broad St. 1 (212) IL 60160.
BKGE fire prot/safetyLkading Southeastern Risk Manage- N Y., N.Y. 10004 1 425.1520even/Monday D:splay classted takes card rate Of $41 00 per ment and Consulung Firm seeks an engr NY/NJ ... ... .35M

Insurance Professional for their JOHN HUTTNERcolumn inch, andcard dzscountsonsize andihquency.Mallads Richmond Office with strong Casuity
and wet Marine background to ser. (212) 732-3110to Barbara Toshe# Bwiness Insurance, classlfied advertwin J vice presen teltentele and develop david j hollinger Consulting/Executive Search

dept, 740 N. RushSt, Chicago,Ilmots 60611 Call (312)649-5340 new ones Mandatory requirements
associates. inc To the Insurance Industryinclude at least five to seven years

150 Broadway, NY, NY 10038Br more infbrmation. experience in the commercial and
Paul E. Runklebusiness dlefi Some sales experience

desirable Position requires unques-
tionable integrity and innovative Associates, Inc.
mind Salary, bonus. company car
and excellent benefits. Send resume PROPERTYRISK MANAGER .. ......... . ...... .....$ OPEN in confidence to -HA Dierks, In- Scarsdale, New York 10583

Southwest construction industry leader dustrial Insurance Management Corp, SPECIALIST One Chase RoadPROPERTY MANAGER
........ $30·4OK P O Box 6812, Richmond. Virginia

23230Captive and placement exp Ene;gy firm
CORAL GABLES, FLORIDA (914) 725-0773INSURANCE MANAGER INSURANCE PERSONNEL

I. ...... .... $25,000
National Ins Recruiting Agcy seek Career oBportunity for HPR MarketGroup and prop.-cas Airline client
ing top talen tfor Client Co': in ing Specialist ReQuires 5 or moreINSURANCE ANALYST

...........
$20-3OK many disciplines Specialists in Un- 1ears HPR hean property under

derwriting Claims Sales & FinancialStrong analytical. Energy firm RISK MGT /BROKERAGE writing or marketing erperience U Ill
CORPORATE CLAIMS MANAGER . - . . . . . . . . . . $20-3OK Accounting. Apply by resume or OPPORTUNITIES consider someone with 5 or more

contact advising income & location years erperience as a Fire Protection BENNETT & BENNETT
SIR, su,t & w/c exp Florida client reg PENN-HILL (agcy) (PHONE Engineer or equivalent

609-2284750) 1215 Blackhonse Pike NORTHWEST MARINE MANAGER SUBROGATIONMust be i,ell informed „ith manuPlease call or send 2 resumes to:
AGENCY GENERAL MANAGER Hull/PI and light cargo exp rel with this facturing and industrtal risks repre ATTORNEYSDonald Delaney RISK & BENEFIT Turnersville. N J 08012 leading agency Must have exp with Lon sentating substantial values Position

Suite 222 RECRUITERS don markets Begmning compensation requires creative/innovati.e risk trans Inland and Ocean Marine
3131 Turtle Creek 214-559-3820 range from $40/$5OK DOE fer techniques including good com Auto Fire Product LiabilityINSURANCE OPPORTUNITIES munication skillsDallas, TX 75219

KANSAS PRODUCER investigation and AdjustmentSend letter of introduction and re-Casualty Underwriter
Responsible for the production of new com sume detailing satan requirements to World Wide AssociatesHeavy W C exp to 22K

Broker mercial accounts with solid and well es
FRANK B. HALL & CO. Cable-Subro

E&8 Experience to SOK tablished Kansas agency Will Inhent some
P. O. Box 343800 769 Northfield AvenueTop Ten Experience to BOK existing accounts going in Salary to mid

Risk Management $3305 for proven performer Coral Cables, Fla. 33134 West Orange, New Jersey 07052All Levels OPEN Attn: Personnel Dept.

RISK MANAGER
Producerss DENVER ACCOUNT EXECUTIVE (201) 325·0033

Commercial Lines OPEN Denver client, through 1980 expansion EQUAL OPPORTUNITY EMPLOYER
Numerous other opportunitiea in the plans, is seeking three (3) account execuSouthwest. Contact Bill Vest in con-

tives These individual positions call forCorporate Insurance Dept i fidence
agency experience in the area of new busi - /I PROFESSIONAL

Dynamic rapidly growing "Fortune 500" NYSE-listed
CASUALTY ASSOCIATES

Personnel Consultants 1;:%'SST,*a;naT] Tf n tte HEAD UP 1 SERVICE FOR1153 Stemmons. Suite 1 14
international corporation offers this excellent position marketing of commercial accounts in theDallas. Texas 75229

range of $5OK plus Compensation packto a person with the following qualifications: SELFJNSURED COMP. 1 RISK MANAGEMENT214/620-2581
ages range from $3OK to $45K

EXECUTIVES• 5-10 years responsibility for comprehensive risk Professional discreet service to

coverage of a complex corporate structure. professionals LOUISIANA BROKER DIVISION Many Outstandingseeks account executive to service 5 malor• Extensive knowledge of workers' compensation, accounts Should bilcomfortable with deal If you have experience m ad- Candidates & Positions for:
all liability coverage including· product, property, CALIFORNIA ing with Corporate Risk Managers and

Presidents Must have commercial casualty mintstering Self-insured Work- RISK MANAGERSunderwriting and casualty experience HERE YOU COME technical expertise Salary $28/$35,000 ers Compensation Programs I and Assistants• Requires the capability to design, develop and Major marine underwriters
are a good manager .implement new programs, including self-insur- seek qualified insurance tech. TEXAS MARKETING SAFETY MANAGERS

ance plus keeping current coverage up-to-date. nicians for immediate open- Our client requires commercial casualty would like to head up a new and Assistants
technical expertise m marketing large com• Heavy personal involvement in rate negotiations Ings in their San Francisco W C. Service Company. 1 EMPLOYEE BENEFITS MGRS

• Ability to protect corporate assets in excess of offices recrra,tcupeRr,eeqnes r, a'N and AssistantsWe are a large, dynamicApplicants should possessseveral hundred million dollars. neaobable but m the general range 01 Michigan Agency of excellent • CORPORATE CAREER ENTRYat least 3 to 8 years' exper- $35,000 plusExcellent compensation and benefit package including ience In the areas of inland repute and resources we CAPTIVE TECHNICIANS
management incentive participation Corporate head- marine or ocean marine un- TENNESSEE COMMERCIAL have reinsurance expertise. . RESUME CONSULTATIONquarters-West Coast PRODUCERderwriting, or ocean loss ad Superb opportunity for upward growth in we have claims services avail- Call. COLLECT:Please respond m the utmost of confidence, giving justing this solid Tennessee agency Will, initially able. 1 Marty Hodes. ARMbackground information including salary level to. There is an exceptional be responsible for new business develop
Charles R. Martin. growth opportunity offering an ment but must have managerial potential We offer a marvelous oppor- Walt Scannell

P.O. Box 92009 due to future plans of management Salar¥ tunity to build for us and 1attractive compensation and (212) 267-2600DOE but tri the area 01 $30/$35K + +Worldway Postal Center benefit package. yourself excellent salary. - i
WALLLos Angeles, Calif 90009 Reply tri confidence with . commissions. . benefits. 1

salary requirements to· I ASSOCIATES, INC.An Equal Opportunity Employer M/F/Hdcpd
Box 309, BUSINESS INSURANCE Box 303, BUSINESS INSURANCE .

.,740 Rush St., Chicago, Ill. 60611 170 Broadway740 Rush St., Chicago, 111. 60611 I New York. N.Y. 10038

--



Insurers won't defend township in suit
Continued from page 1 Township had a $500,000 primary mine who was responsible for In New jersey, with more than self-insure, he said
and grandchildren that result from hability pohcy written by USF&G bringing m illegal chemicals 10,000 chemical manufacturing fa- Municipal insurance consultant
contamination of the wells, $15 and a $1 million excess hability There are no sources of toxic cilities. the problem is hkely to re- Richard Lofberg of Teaneck rec-
million for the replacement cost of pollcy written by National Union, chemicals within Jackson Town- cur constantly because man- ommends municipalities reduce
the wells and unspecified punitive a member of the American In- ship, a mostly rural area, so the ufacturers hire truckers to dis- their landfill exposure by estab-
damages ternational Group Since then, its chemicals had to have been mixed pose of their wastes at minimal hshmg separate landfill authori-

Contaminants reported to have primary and excess insurers have in with septic tank waste brought cost, often in violation of the law ties or contracting out the
been found in the Legler been Insurance Co of North in from outside, he concluded The state attorney general's of- management of the dumps to pri-
groundwater include carcinogens America and Fireman's Fund, re- Finding the sources of those fice has formed a task force to vate firms that would be responsi-
such as benzene, chloroform, spectively Dickstein Associates of chemicals presents a "serious track down Illegal dumpers and a ble for what lS deposited
trichloroethylene, tetrachloro- Aberdeen brokers the pohcles problem" for the township, he con- toxic waste advisory panel to Gov
ethylene and dichloroethylene and To date, Jackson Township has cedes Brendan Byrne recommended Tax levychemicals a ffecting kidneys, not filed suit against its insurers to state control over dump sites, in-
blood, bone marrow, nervous re- force coverage, Mr Martone said Recurring problem cluding taking mventory on what Collectmg on aJudgment against
spiratory tract and digestion sys- If the coverage exclusion is as is deposited, Mr Corby said an uninsured or underinsured mu-
tenns clearly defined as it appears, Mr Four years ago, toxic chemicals Municipalities operating dumps nicipality in New Jersey presents

Martone doubts he has much re- traced to a contaminated well in could better police them and pur- problems, he noted
Little recourse course. Pleasant Plains, a section of chase insurance covermg seepage If the claim is more than a mu-

A study recently completed by a nearby Toms River, were traced to claims to protect themselves nicipality can pay, the claimant
Area residents, including Mr state geologist is the first evidence Union Carbide, said Russell K against this type of loss, but few would then request that the

McCarthy, have reported kidney linking contamination of the Corby, aide to state senator John are willing to meet the extra ex- county board of taxation levy an
problems Legler wells to the public landfill, F Russo and assemblyman Paul pense, contends Richard Dick- additional tax in the next fiscal

All area residents must have he noted, adding that the town has Doyle stein of Dickstein Associates year to cover the amount, Mr Lof-
drinking water brought in by truck retained its own experts to con- Suits against the chemical giant The constitutional 5% cap on berg explained
until May, when the last of 75 duet studies brought by area homeowners were spending increases by a New Jer- It is yet to be decided, however,
miles of pipe connecting the area If conclusive evidence points to settled out of court Mr Corby sey munrlpality m a gwen year whether the 5% limit on municipal
with a water treatment plant is ex- the landfill as the source of the noted that the Jackson Township handicaps the public entities, he spending Increases would be ap-
pected to be laid contamination, Mr Martone said incidentwasthethird ofits kind to noted As a result, many purchase plicable to such levies, Mr Lof-

Until March 28, 1979, Jackson the township would try to deter- have occurred in Ocean County insurance as cheaply as possible or berg added .

Risk Retention Act excites few execs
Continued from page 1 more competition by a ratio of two pose the passage ofthe act, 18 said take advantage of this financing companies or multi-owner mu-
aren't convinced there's a entical to one they don't favor the act, while 16 method, while a whopping 22 said tuals Only 10 panehsts said a law
need for the legislation. Risk managers aren't convinced, said they do One is undecided and only a few will avail themselves of lS needed Four didn't give a view

On one thmg they were clear however, that the proposed Risk didn't respond the pools Five were undecided The proposed Risk Retention
More competition is neede'd Retention Act (HR 5571) would Insurance buyers complain the and wouldn't venture a guess Act doesn't offer any maJor advan-
among Insurers writing product 11- brlng about more of the desired act will help only a hmited number Federal chartering of self-insur- tages beyond what can now be
ability insurance This fhes in the competition among insurers as the of companies having serious prob- ance pools ofthe type proposed by done by other means, said 19 of the
face of insurance industry worries Commerce Department contends lems with product liability insur- the act is desirable, said 22 of the panehsts, outgunnmg the 10 who
that cutthroat competition is ram- Nineteen respondents say the act ance Asked how many businesses panelists Thirteen said federal say the federal proposal offers ad-
pant and damaging to both under- wouldn't accomphsh this, while 14 they think will use pooling ar- chartering isn't desirable at all vantages Six were undecided
writers and policyholders Out of think the act will help Two are un- rangements for product liability There's a good deal of ambiva-
the admittedly small sample of 35, decided risks if the act were passed, only lence displayed toward the mere Little impactinsurance buyers were in favor of A majority of panehsts also op- dight said a lot of companies will presence of the federal govern-

ment in corporate risk and insur- The Risk Retention Act, if

Congressmen introduce bill ance programs Responding to a passed, would have little impact
question about concern that pool- on individual company or group
ing arrangements and federal char- plans for captive insurance compa-
tering could lead to greater federal nies m the US or offshore, the

establishing public ERISA involvement in msurance regula- Risk Management Board mdica-
tion, 12 board members expressed ted Twenty-five members of the
concern, but an equal number said board said companies would be as

Continued from page 1 Plans would file annual reports ernment, not the fiduciaries, they are unconcerned Another 11 hkely as ever to use or estabhsh
tion, but Rep Erlenborn remains with the Employe Benefit Ad- would be responsible to the pen- don't know whether to be worried captive insurers ifthe federal pool-
convmced that a smgle agency of- ministration within 210 days of the sion plan for losses caused by im- or not, and didn't give an answer ing law were enacted Only one
fers more effective pension ad- end ofthe plan year The annualre- prudent fiduciary actions- by risk manager said companies al-
ministration, says his aide Russ port would contain a financial government officials Law unnecessary ready using captives would dis-
Mueller statement hsting the plan's assets, An aide to Rep Erlenborn said band or forego use of their

liabllities, revenues, expenses and hearing dates for PERISA have An overwhelming majority of captives Three said association or
Furthermore, unlike ERISA, party-in-interest transactions and not been decided yet risk managers surveyed don't group captives would no longer be

PERISA does not set vestmg stan- loans .

Many state and local plans are think a federal law is needed to es- necessary
dards for pension plans Instead, not setting aside sufficient funds tablish pooling arrangements for "The effect of the law on compa-
an advisory council would be es- However, plans would not have to pay for estimated future bene- product hability risks Twenty-one nies with captives would depend
tablished to map out voluntary to file reportmg disclosure state- fits," Rep Erlenborn said panehsts said they don't thlnk a on supply and demand" in the in-
guidelines for vesting require- ments with the Employe Benefit Moreover, public plans have federal law lS needed, perhaps be- surance business, said one risk
inents Administration if the states they drifted into financial hot water be- cause they have seen that compa- manager

PERISA does establish explicit were located m passed reporting cause they have been Immune to nies can accomplish the same 4,There are a lot of reasons for us-

reporting and disclosure require- and disclosure requirements simi- the requirement of complete and thing without federally chartered ing captives besides availablity
ments Plan admmistrators would lar to the federal law regular disclosure ofthe plan's sta- pools, using captive insurance and affordability," said another •
have to furnish participants with a Plan fiduciaries would be ex- tus to participants and taxpayers,
summary plan description booklet pected to administer plans for the he said "Without such scrutiny
wntten in easy-to-understand lan- exclusive benefit of participants many public plans have both un- letters
guage and with the same caution and wittingly and intentionally

The booklet would be distribu- skill that a "prudent" man would engaged in questionable manage-
ted within 15 minutes ofthe time a exercise ment practices," Rep Erlenborn Continued fTom page 8 cultles before very long CNA is a
participant Jomed a plan However, the state or local gov- added • of hydrogen, a variation of fusion, large factor in our office because

practically elusive but technically they are an exceptionally good
feasible, would not and would re- market for the types of businessAppeals court ruling allows sult m no radioactive waste prob- we choose to deal with
lem It is that variation that needs a We mutually agree to our annual
"Manhattan Project" type effort in goals simply as a matter of good

work comp payment offsets its development business plannmg We have never
John M. Halpin felt pressure of any kind which

Toledo, Ohio would in any way impair our pro-
Contznued from page 1 The Milwaukee court disallowed in compliance with a ruling disal- We stand corrected fessional relationship with our eli-
ther appeals, he said If the district the workers compensation offset lowing workers compensation ents

court rules against the plaintiffs, in that case, largely on the strength offsets would have been consider- Taking exception Your further inference that CNA
they can appeal to the Third Cir- of lower court rulings elsewhere able chairman Ed Noha is looking to-
cuit and beyond, he added The Seventh Circuit Court of Ap- In the steel industry, actual·ial To theeditor Iwould hketotake ward a captive agency plant is ab-

peals declmed to hear the case, studies indicated compliance exception to the editorial com- solutely ridiculous I have been
"We're not shut out, but this which now has been certified as would have increased pension ments concerning CNA Insurance involved with PACER, the CNA

clearly doesn't help us," Mr class action The Eastern District contributiobs by 75% to 1 5%, and its agency relationships agency advisory panel, ever since
Singer said is expected to render a judgment noted William Powderly, who is ("Agent/insurer fracas threatens Mr Noha has been with the com-

As a result of the ruling, attor- against Bucyrus-Erie m three to defending several steel firms in buyer choice," Feb 11) Your arti- pany Several years ago I served as
neys for Bucyrus-Erie are ex- six months, attorney Mr Parsons class-action suits pending before cle implies that production goals the PACER national chairman At
pected to ask for a rehearing by the said U.S Court for the Western District tend to taint the professional no time has he ever been anything
U S Court for the Eastern District of Pennsylvania in Pittsburgh (BI, agent-client relationship but the most vocal champion of
of Wisconsin of its decision in Although the actual damages Aug. 20, 1979) I challenge you to show me any the independent distribution sys-
Strong vs Bucyrus-Erle, said sought in the suits will be small- Increases of that magnitude ap- business or pro fessional entity tem
David J Parsons of Seyforth, GM estimates its exposure from phed to all U S. industries would who does not make long-range H. Thomas Hierl
Shaw, Fairweather & Geraldson of the suit to be $130,000-the long- cost "several hundred million dol- projections and I will show you a Hierl Insurance Inc
Chicago term imphcations to firms coming lars," he added • firm who will be in financial diffi- Fond du Lac, Wis
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81 Insurance Index A&A falls into mild slump
15E

150

145 while James gains: Analyst
140

By STUART EMMRICH
d

135
ALEXANDER & ALEXANDER, a high-

BI ticker
growth company in recent years, may be in

130

the middle ofa mild slump, while competi- the year. ding 3 7 pomts to the company's combined
9 tor Fred S James & CO lS showing surpris- Mr Bundy isn't exactly enthusiastic in his loss ratio, compared with 1 4 points in 1978125

ing strength, says an insurance industry assessment of A&A's performance poten- The company's combined ratio for the year1, il
analyst tial in the next year went to 110.5%, compared with 984% in

/7 1-V--r--r,4 - 47-r Nonetheless, investors should hold onto '-We see no reason for the operating re- 1978
the shares of both firms rather than buy sults o f A&A to improve over the next sev-

The Bl Insurance Industry Index dropped in the more or sell offwhat they have, advises Has- eral quarters In fact, they could soften ifthe Chubb
latest two-week period by 2%, to 141.56 at the vey Bundy, an analyst with the Chicago excess and surplus lines operations turn

firm of William Blair & Co down, as we would hypothesize will occur," Chubb Corp had an $8 million realized in-close of the markets Feb. 19. The base period
of 100 for the index was at year-end 1978. The James's 16% increase in brokerage fees he said vestment loss, which pushed yearly net in-

indexdropped morethan other leading indices and commissions during the last quarter of Interest Income, however, will have a fa- come down to $89 7 million, a 4% drop from
of stock activity for the latest period, with the 1979 exceeded 1VIr Bundy's expectations voraole impact on A&A's earnings, Mr 1978's $928 million
NYSE compos,temdex slipping only 0.3% and for the third quarter in a row and showed Bundy sald, predicting a 10% increase inre- Underwriting income from the
the Standard & Poor's 500 and the Dow Jones unexpected growth in both new business sults for the first half of 1980, with the sec- company's property and casualty opera-

and reinsurance activities ond half"less certain " tions showed a 42% decrease in after-tax fig-Industrials off even less. Biggest declines
were SRI Corp. (18.3%), First Colony Life "While this figure includes some reve- "Ifoperating earnmgs turn up in the sec- ures, to $10 5 million from $181 million
(14.3%), Provident Life & Accident (12.1%) and nues related to purchase acquisitions, even ond halfas we now belleve they might, sec- Post-tax net investment income rose 18% to
Old Republic International (11,6%).Biggest with anadjustment forthisit compares very ond half earnings could be up by 5% to 10%, $73 4 million
gainers were Great Western Life (11.1%), Pine- favorably against a reported 6% increase for but an estimate of 5% is probably more pru- Net premiums written for combined
hurst (8.2%) and Carolina Casualty (66%). Out Alexander & Alexander," Mr Bundy says dent at this time," he said property and casualty business went up 6%
of 75 stocks on the index 43 lost value and 32 in a report on the two firms "The disparity Although the financial outlook for the en- in 1979, to $920 9 milhon from $864 9 mil-
gained. between these two numbers is particularly tire insurance brokerage industry is some- hon The biggest Jump came in the fidelity

surprising given the similarity of the two what clouded for 1980, Mr Bundy is more and surety area, which Increased by 24%, to
companies' businesses " optunistic about Fred S James's prospects $79 6 million from $63.8 million Property

James will probably show a 25% increase in premiums increased by 2%, to $228 million,
Mr. Bundy said the 6% growth rate re- earnmgs dunng the first quarter of the year, while casualty stayed constant at $154 mil-British Issues ported by A&A, while not unexpected by with profit gains flattening out during the lion

2 Week most analysts, was still "the worst quarterly remainmg nme months
2/19 Price P/E Div Yield High-Low gain recorded by A&A in any quarter since But James's "excellent recent results Crum & Forster
Companies pence pence % pence pence we have been following the company." make us feel that the company is more

The slower growth came despite what likely to surprise on the upside," he added Crum & Forster's net income went upComml Union 143 68 1418 99 149-143
both A&A and Mr Bundy say was con-Eagle Star 165 75 1092 66 171-165 19%, to $143 million from $120 million

Gent Accident 238 68 1488 63 252-238 tmued excellent new business in its msur- Connecticut General Premiums written by the holding
Gdn Royal Exch 250 76 1706 68 260-250 ance brokerage operations New business company's insurance subsidiaries in-
Phoenix 242 73 1749 72 254-242 went up to $28 2 million from $20.8 million Connecticut General reports that despite creased by 10% over 1978, to $1 5 billion
Royal 348 73 2821 8 1 356-337 m 1978, an mcrease of35%, and built stead- a 45% drop in operating earnings for its from $1.4 bilhon Commercial automobile
Sun Alliance 580 94 3572 62 589--550 ily from the level of $6.1 million added in the property and casualty business, the policies and workers compensation both m-
Brokers: first quarter of the year company's net income increased 3% to creased by about 19%, while marine went up
CT Bowring 136 105 545 40 143-133 Lost business during the fourth quarter $280 3 million from $271 7 million 14% Casualty showed the smallest increase
CE Heath 197 79 1183 60 205-197 was estimated at 3%, Mr Bundy said Property and casualty results were at 2%, to $318 million
Hogg Robinson 100 9174875 107-100 One factor that may have been involvedin described by company officials as even Insurance operations showed a 92% drop
Alex Howden 105 89 1000 95 108-105 the slowdown in growth, Mr Bundy said, more disappointing than they had earlier es- ill statutory underwriting results, to $28
JH Minet 99 92 595 60 103-- 99

was that A&A's surplus lines operations- timated But they were offset by a 23% gain milhon from $36 4 million, while after-tax
Sedg FOBIPn 93 93 714 77 97-92

mostly Shand Morahan-increased at a in group life and health msurance operatlng net investment income Jumped 31%, toStenhouse HIdg 81 77 646 80 82-- 80

slower rate for the first time since Shand incometo $103 9 million, and a 21% increase $141 8 million from $108 millionStew Wrightson 200 8 5 1615 81 202-194

Willis Faber 232 11 6 1477 64 232-217 Morahan became part of the company The in investment income to $92 million. The company's combined ratio, after
operations of Benefacts were also Catastrophic losses contributed to the Policyholders' dividends, rose to 100 50%Source Kitcat & Aitken, London

disappointing, both for the last quarter and drop in property and casualty mcome, ad- from 97 59%

Corroon & Black

Bl Industry Stock Report Corroon & Black Corp reports it earned
$19 million on revenues of $140 million dur-

Feb. 19,1980 24-80-2-19-80 Feb. 19,1980 2-6-80-2-19-80 ing 1979 Revenues increased 17%, from
Insurance Cos. Price 96 Ch* P/E $ Div %¥ld High Low Vol (000) Price % Chg. P/E $ Div % Yld High Low Vol (000) $119 million, and operating income went up

..lill- I -- 7%, from $18 4 milhon
Aetna Life & C.I Co NYSE 33.38 -6.6 49 180 5.4 35.50 33 38 1,012 8 Safeco Corp OTC 36.00 0.3 5.1 LEO 5 0 36.38 36.00 127.4 For the fourth quarter, revenues rose 13%American Bankers Inc Co Fla OTC 9.12 -1 4 5.8 0.44 4.8 9.61 9 13* 1371 Sri Corp OTC 21.25 -18.3 4.3 1.00 4.7 26.00 21.00 11 9

American Finl Corp Ohlo OTC 29.75 26 3.3 004 01 30.50 28 50* 84.2 Seibeli Bruce Group Inc OTC 19 00 0.0 6.1 1 00 5 3 19.00 19,00 15.6 from the same period in 1978, to $34 5 mil-
American Gen Ins Co NYSE 34 50 -80 5.2 1.00 2.9 37.50* 34.50 146.2 Southweiteri Life Corp OTC 43.50 0 3 15.7 1.00 2.3 45.25 43.50* 902.3 lion from $30 6 milhon, but operating in-American Indty Ful Corp OTC 17.25 00 5.1 1.12 6.5 17 25* 17.13 33.9 Standard Life Ins Go Ind OTC 15.50 -1.6 9.6 0.36 2.3 15.75 15.SO 37.3

come dropped by 12%, to $3 5 million from
American Intl Group Inc OTC 59.50 3 5 10 1 0.42 0 7 59.50 56.00 515.2 Statisman Group Inc OTC 5.25 -6.7 44 0.13 2.9 5.63 5.25 16.6
American Natl Ine Co OTC 16.00 0.8 63 0.62 3.9 16.25 15.88* 329.0 Tokto Marin• 6 -rize I= C• OTC 126.25 -6.0 13.4 2.49 2.0 133.00* 126.25 47.0 $3 9 million.
American Sts Life In. Co OTC 19.75 -1 3 82 064 3.2 20.50 19.75 6.7 Travelere Corp NYSE 39.50 1.3 4.4 2.48 6.3 40.13 39.13 436.1
Aneco Reina Ltd OTC 613 -75 00 0.00 00 7.00* 6.13 150 6 United Fire & Cas Co OTC 25.75 00 82 072 2.8 25.75 23.75 45.1
Appalachian Nati Corp OTC 287 -6 1 82 016 5.6 3.06 2.88 37 0 United States Fid & Gty Co NYSE 38.00 0.0 4.6 2.40 6.3 40.38 38.00 363.7 Mission Group
Avemco Corp AMEX 11 25 -43 85 0.40 3.6 12.13 11.25 20.2 United Svca Life In, Co OTC 15.75 -0 8 5.9 0.80 5.1 16.13 15.75 87.0
lanka lova Inc OTC 27.50 19 57 1.12 41 27.50 27.00 13.5 Waahington Natl Corp NYSE 25.37 -5 1 55 140 5.5 26.75 25.25 32.6 Mission Insurance Group Inc earned a
Bltco Corp OTC 3800 27 49 1.60 42 38.50 37.50 13.4 Zenith Natt Ins Corp OTC 17.50 00 11.5 0.40 23 18.00 17.00 54.3

record $32 million in after-tax operating m-Carolina Cas Ins Co OTC 8.12 66 47 032 3.9 8.13 7 75* 11.4

Central Natl Fial Corp OTC 750 00 38 0.35 47 7.50 7.50 1.2 corne in 1979, 46% more than 1978's $21 8
Chubb Corp OTC 35.00 -6 7 44 240 6.9 37-1* 35.00 357 1 million
Combined Ine Co Amer OTC 19.38 13 58 1.40 7.2 20.00 19.23* 402 8 Agents/Brokers Underwriting revenues, including earnedConnecticut Gen Ins Corp NYSE 32.75 -5.8 50 152 46 35.25* 32.50 631.0

Contineotal Cirp NYSE 25.50 -9.3 4.8 2.20 8.6 27.75* 25.50 479.8 premiums, commission and fee income, in-
Crawford & Co MC 16.75 2 5 14 4 0.48 2 9 16.83 16.33 51.6 i;ir; 412 Sw. oTC 28.75 -6.5 10.0 1.64 5.7 31.25* 28.75 198.0

OTC 26.25 -0.3 5.0 0.70 2.7 26.38 26.25 10.7 creased 31% from 1978, to $324 2 million
Corroon 6 Black Corp NYSE 26.13 -4.6 9-7 1.56 6.0 27.25 26.13 46•3 from $2468 million Net premiums writtenCrown Life Ins Co OTC 63.00 -1.6 457 240 38 65.00 63.00 2.9 Crump E H Cos Inc OTC 10.50 -4.5 10.1 0.32 3.0 11.00 10.50 68.4

Crum & Forster NYSE 52 62 -6.4 49 252 48 56.75* 52.63 140.7
Hall Frank B & Co Inc Sm 13.73 -5.5 8.2 1.44 6.1 26.13• 23.75 167.8 bythe holdingcompany's subsidiaries grew

Employers Caa Co OTC 36.50 0.3 66 1.20 3.3 36.50 36.40 2.5 29%, to $306 7 million from $238 1 mdlionErc Corp OTC 65 00 -6.5 7.5 1.40 2.2 Integrated Rea Inc68.75* 65.60 195.9 4.1 10.7 0.60 0 0 17.63 15.38* 216.5
James Fred S & Co IncEquifix Inc NYSE 18.38 -9.3 5 9 2.20 12.0 20.75* 18.38 20.4  16%50 -2.0 9.3 1 40 5.7 25.00 24.50 50.6 After-tax investment income increased
Marsh a Kclennan Coi Inc n* 66.50 -0.4 11 3 3.60 5.4 68.00 66.25 127.6

Farmers Group Inc OTC 27.25 -4.4 9 5 1.00 3.7 28.63 27.25* 467.2 Penn Geniral Agencies Inc m: M t M M 1.38 1.35 50.4 65%, to $23 8 million from $144 millionReed Stenhouse Cos LtdFirat Colony Life Ini Co OTC 24.00 -14.3 10 7 0.76 3 2 9.0028.50* 24 00 8 50 46.75.1
Foremost Corp Amer OTC 18.13 0.7 77 0.60 33 18.50 18.00 46.2
General Relns Corp Del OTC 8400 -5.6 6.8 200 24 Rollina Burdick Hunter Co89.00 84.00 179 3 OTC 11.73 1.2 9.8 1.24 3.7 21.73 21.75 42*0 American GeneralGlobe Life & Acc Ins Co OTC 28.38 -1.3 10.1 0.40 1 4 28.63 28.38 39.2

Great West Life Aasurn Co OTC 150.00 11 1 6.8 8.00 5.3 150.00 140.25* 0.0 Continued growth m its property and lia-
Hano,er Ins Co OTC 34.23 -21 40 052 15 36.25 34.25 35 5

bility operations m 1979 boosted the Ameri-Hartford Ste- Boiler Inipti OTC 33.25 -2.2 6 6 2.20 6.6 34.00 33.25 12.8 Conglomerates/Holding Cos.
Integon Corp 8151 27.00 5.9 10.3 0.48 1.8 28.13 25.63* 168 4 can General Insurance Co to ltS best
Jefferson Natt :12*Ims Co OTC 31.50 -6.0 70 064 20 33.50 31.50 15 5

American Express(Fireman'e Fd) NYSE 29.00 -2 1 6.0 1 80 6.2 29.50* 28.25 1,246.0 earnings results in the company's history
Kemper Corp OTC 28.50 1 3 4.2 1.40 4 9 28 75* 27.75 78 5 Anderson Clayton(Ranger/PanAm) NYSE 2338 2.2 5.9 1.12 4.8 25.00 23.25* 93.4 Net earnings from operations went up 11%,Lincoln Hatl Corp Ind mE 42.25 -5.6 6.2 2.80 6.6 44 75* 41.00 123.7 City Investing Co. (Home Ine.) NYSE 17.13 -8.1 3.4 1.20 7,0 18.13 17.13 516.6

Msic Invt Corp RE 24 63 -8.8 7.4 1.00 41 26.50* 24.63 748 8 CNA Pinl Corp (CNA) NYSE 17.50 29 41 0.00 0.0 17.75 17.00 220.2 to $165 5 million from 1978's $148 5 million
Mission In, Group Inc NYSE 30.87 0.8 7.4 0.80 2.6 31.25 30.38 112 1 Control Data (Comml. Credit) NYSE 58 25 -2 9 8.5 0.60 1 0 61.00 58.25* 1,02I.6

The property-liabihty division showed theNationwide Corp Ohio 016 17.75 0.0 5.4 066 37 18.00 17.75* 50
INA Corp (Ine Co of NA) NYSE 32.25 -5.2 51 220 6.8 33.67 32.25 398.3 greatest improvement during 1979, with
ITT (Hartford Group) NYSE 28.75 0.0 10 0 2.40 8.3 29.25 28.13* 1,666.3Nn Corp ON 35.50 22 77 2.00 56 37.25 35 50* 245.1

Northweatern Nati Lif* Ins OTC 31.00 -5.7 6 3 1.25 4 0 33.13 31.00 65.4
Reliance Group Inc NISE 69.00 12.7 3.0 1 00 2.9 69.50 60.13* 1,715.4 operating earnings increasing by 19 9%, to

Ohio Cai Corp OTC 36.00 -1 7 5.1 1.40 3 9 36.75 36 00 79.5 Sears Roebuck & Co (Allitate) NYSE 17 13 -0.7 6.2 1.36 7 9 17.38* 17 00 2,880.3 $698 million from $583 million WrittenS & H Co. (Bally Martin 6 Fay) NYSE 14.88 -1.7 45 100 6.7 15.25 14.88 54 7Old Rep Intl Corp OTC 17.13 -11.6 4.1 0.92 5.4 19 50* 17.13 67 8

Pinehurat Corp OTC 8.25 82 81 0.00 00 8 25 7 13* 100 5 premiums increased 7%, to $706 million
Teledyne Inc (Argonaut) NYSE 150.88 4 8 5.5 10.00 6.6 151.00 142.63* 638.4 from $656 million The underwriting ratioTraniaaerica Corp (Occidental) NYSE 17.13 -8 7 4.7 1.12 6.5 18.75 17.13Preferred Rik Life Ins Co OTC 1850 -1.3 66 0.50 2.7 18.88* 18.50 65

487.7

Provident We & Acc Ins Co OTC 40.00 -12.1 53 1.48 37 45.50* 40.00 96.3 went up to 98 9% from 97 7%
Republic Natl Life Ins Co OTC 20 75 9.9 11.5 0.60 2.9 20.75 18.38 344.9 While the year as a whole was a good oneRyan Ins Group Inc OTC 20 00 2.6 54 0.12 0.6 20.00 19.50 12.2

St Paul Co• Inc OTC 35.38 -81 4.8 2.00 5.7 38.13* 35.38 238 5 System design. Altman Information Systems (Mestrow & Co ) for the company, the final quarter showed a
10% drop in net earnings, to $40 7 million

 from $45 2 million.



Chemical hauler market opens up
Continued from page 3
more favorably in the last year be-

cause of increased capacity and
competition." He added, however,
that the requirement to take large
self-insured retentions is still a ma-

jor factor in the availability of in-
surance.

"Because we carry large self-in-
sured retentions, we are really
buying excess coverage and at that
point the odds are greatly reduced
that the insurance company would
have to pay for a loss," he said.

Insurers consider far more than

the nature of the cargo shipped
when they underwrite a transport
risk.

Safety record

The portion o f a railroad's busi-

ness involved in transporting
chemicals is certainly a factor in
determining the coverage, but it is
not a major factor," explained
Eugene Allen, senior vp for liabil-
ity underwriting at Harbor Insur-
ance Co. "The overall safety record
of the railroad, the management of
the company and its claims control
are just as important, if not more
SO,"

Thirty-five percent of all trains

rolling in 1977 carried hazardous
chemicals, according to the
Chemical Manufacturers Assn., a
Washington-based trade group.
More than 1,600 chemicals are
identified as hazardous by federal
regulatory agencies. About four
million tons of them are moved in

the U.S. each year.

But while 35% of all trains in

1977 carried hazardous chemicals,
only 7.5% of all rail accidents in-
volved such trains, CMA says.

And only one-tenth of 1% of the
one million chemical shipments in
1977 moved by railroads were in-
volved in accidents. These caused

155 cars to spill some or all of their

contents, government statistics
show. Two people died.

Derailments caused 90% of the

hazardous chemical spills from
trains in 1977, according to a CMA
study. Rail maintehance problems
were usually blamed.

Both insurance companies and
manufacturers work with trans-

porters to improve their safety and
maintenance programs.

Harbor Insurance says it keeps a
tight rein over claims control. Dow
Chemjcal tries to improve rail
safety by giving an annual award
to the railroad that has the best

safety record in the previous year.
Transcon Lines, a major trucking
firm, immediately stops the ship-
ment and flies out safety engineers
to oversee the repairs.

Emergency system

CMA offers advice and safety

training programs to manufac-
turers. It also encourages the use

o fsuch new safety features as head
shields-heavy steel plates
mounted slightly ahead of the
tank-and advanced coupling de-

vices that reduce punctures. And
the association developed an
emergency program in 1971 to
handle accidents.

Called CHEMTREC, the system
provides a toll-free number to be
used when there is an accident. A

call sends the nearest safety engi-

neers and emergency personnel
scurrying to the scene o f the acci-
dent, no matter what manufac-
turer is involved or what company
is nearest.

The intense attention paid to im-
proving safety procedures and in
dealing swiftly with accidents
keeps losses low, CMA said.

"We have been pretty successful
in writing this business," said Mr.
Allen of Harbor Insurance Co. Pre-
miums taken in more than cover
the amount of losses paid in recent

years, he said, declining to give
specific figures.

One of the reasons insurers en-

joy good loss ratios on this busi-
ness is that chemical

manufacturers or shipping compa-
nies end up paying many of the
losses.

Railroads must usually self-in-
sure the first $2 million or $5 mil-
lion of any loss before Harbor will
provide excess coverage of up to
$75 million or $100 million, said
Mr. Allen. California Union and

Lloyd's of London demand the
same terms.

Mr. Zacharias at Dow Chemical

said his company self-insures at
least $1 million of a loss and usu-

ally up to $5 million.
"Although there is a limited

number of carriers willing to in-
sure chemical manufacturers,

there is a lot of competition there
that keeps rates down," explained
Spencer Traver, risk manager at
B.F. Goodrich Co. in Akron, Ohio.

One insurer avoiding hazardous
chemical risks is The Home Insur-

ance Co. "We make a point of
avoiding it," said an underwriter
there, echoing the view of many
colleagues in the industry.

Short supply

Though markets may be slightly
more competitive now, insurance
covering railroads and other trans-
porters, especially those carrying
chemicals, has been in relatively
short supply for five years or more.
At the same time markets were

tightening, prices were soaring,
forcing members of the Assn. of
American Railroads to set up a

multiple-owner insurance com-
pany for themselves. Many indi-
vidual companies ended up taking
the same route.

Virginia Chemicals Inc. in Ports-
mouth, Va.,two years ago formed a
Bermuda-based captive, VC Insur-
ance Ltd., to provide most ofits lia-
bility insurance. Since then it has
had "no problems" finding insur-
ers to write aggregate stop-loss po-
licies, said risk manager Michael
Hulsey.

Other firms say their problems
in finding insurance are minimal
because the risks of transporting
hazardous chemicals are usually
covered under a blanket liability
policy that takes into account
everything the company has to
ship-whether asparagus or chlo-
rine gas.

Transporting chemicals gener-

ates only about 1% of the annual
gross revenues o f Transcon Lines,
for instance. It is "not something

that has a great impact on our over-
all insurance coverage," said risk

manager Michael Craig. •

CLAIM MANAGEMENT
SERVICES

RISK MANAGERS/CAPTIVES/REINSURORS

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

John J. O'Connor

B.A., L.L.B., 1.1.A.
Consultant

11 Patrick Lane
Wilton, Connecticut 06897

Phone: (203) 762-9564
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Help The Hartford make America a safer place to work.
Enter your safety ideas in the
$75,000 Loss Prevention
Awards Competition.

The records show that working conditions in
America can be hazardous to your health.
Last year alone, a worker was injured every
14 seconds. The total time lost to industry
because of work injuries was 245,000,000
days. Work accident costs amounted to $23
billion!

To help make America a safer place to
work, The Hartford is sponsoring a Loss Pre-
vention Awards Competition. Its purpose is
to stimulate new and creative thinking in the
area of Loss Prevention and Safety in
American business and industry-

such as employee safety, fleet protection, fire
prevention, etc.

The Competition is administered by the
National Safety Council. Its Judging Commit-
tee Chairman is the Honorable Abe Ribicoff,
U.S. Senator from Connecticut.

While there will be numerous cash

awards, totaling $75,000, this is one Compe-
tition in which the best prize of all is prevent-
ing injuries. And saving lives.

So don't be left out. Do what over 4,000
safety-conscious people have done already.
Use the coupon and enter our Competition.

Your safety idea could help America's
workers become nearly accident-free
. . .instead of accident victims.

The best protection is prevention.

Nationa/ Safety Counc#  , 444 North Michigan Avenue
| Chicago, IL 60611

1 1
, Please send me full details and an official
I entry blank for The Hartford Loss _- |

Prevention Awards Competition. I want to
help make America a safer place to work.

1 1
 NAME:
 TITLE: 
 COMPANY:

 STREET: CITY: 
1 1

STATE: ZIp:

-----
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