Banks are

checking
al/l walk-in

customers

Trust Co., the third largest bank
based here, instituted on January
26 a systematic check of custom-
ers' parcels and purses brought
into its lobby in response to a ma-
jor bomb threat.

A spokesman for the bank said
he did not know if the procedure
would become a common security
practice in the future, nor would
he comment on how long the se-
curity measure would be continued
for this particular bomb threat.

Continental lllinois Bank &
Trust Co., the city's largest bank,
suffered bomb damage last year
along with other companies here.
Since then, it has set up a similar
procedure to search - parcels and
hand bags brought into its lobby
"when the circumstances indicate
that extra precautions need to be
taken," said a bank spokesman.

"The New York banks have
been using strict entry procedures
since the early 1970s on a con-
sistent basis," he continued. "We
believe we have set up reasonable
standards for entrance to the
building to protect ourselves and
our customers."

One source observed: "For all
| know the banks may go toward
an airport-type security system,
but we don't plan it."”

The CNA Insurance building
here, uses a control entry system
in which visitors must sign in and
receive passes before they are al-
lowed upstairs. Employes have

Harris Bank's lobby bustles with

downtown crowds.

photo ID cards.

Director of Security Don Drever
commented that several factors
prompted CNA to set up con-
trolled entry in June, 1975.

"Many floors are wide open
when you get off the elevator and
some records are accessible," Mr.
Drever said. He estimates that
theft and molesting crimes are re-
duced 70% with this type of con-
trollec entry security system.

Stil., he said he is hesitant to
conclude that a security system
like CNA's or like those in bank
lobbies and airports deter crime
by themselves.

"Crimes run in vogue. Because
of stringent measures at airports,
hijack.ngs have stopped. But if
someone wanted to hijack an air-
plane, he could hold a dinner fork
to the stewar(less' ribs and force
a hijacking. Maybe the precautions
deterred some hijackers but that's
not the whole reason why they
stopped," Mr. Drever pointed out.

He also cautioned against the
feasibility of setting up a security
system like CNA's in a building
with many different corporate
tenants. "It's very time-consum-
ing and could turn tenant pros-
pects away from moving into a
buildir g with controlled entry. ¢

Health insurance cost

control is possible by
elective surgery curbs

By MARGARET LeROUX

NEW YORK-Requiring a sec-
ond medical opinion on elective
surgery could save group health
plans millions of dollars, a House
subcommittee investigating unnec-
cessary surgery concluded.

The committee cited the study
of a New York labor union pilot
program of mandatory consulta-
tion on elective Surgery in which
it was found that 17 % of the op-
erations recommended by the first
physician were discouraged by the
consulting doctor.

Projecting this percentage to
me approximately 14 million elec-
tive operations performed in acute-
care hospitals in the U.S. in 1974,
the subcommittee estimated that
2.4 million of them were unneces-
sary. The cost of the unnecessary
surgery, the subcommittee said,
was $3.9 million.

The labor union was just one
of a number of group health plans
in New York with pilot programs

of surgery consultation.

Dr. Eugene McCarthy, on the
staff of Cornell University Med-
ical Ccllege, studied "nine or 10
groups" totalling approximately
400,000 subscribers, he told Busi-
ness | 4surance. In the groups
where the consultation for elec-
tive surgery was on a voluntary
rather than mandatory basis, he
found a much higher rate-35 %
of surgeries-deemed unnecessary,

he said.

Dr. McCarthy's findings have
elicited interest in the elective
surgery consultation program from
groups in New Jersey and Dela-

"We were impressed with the
figures from the pilot programs
in New York," said Arnold R. 01-
sen, director of insurance cover-
age for the state. "And at this
point we're willing to consider any
cost-containing measures," he add-
ed emphatically.

Continued on page 30
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A&A picks Im Eastern
account; risk mgr. leaves

By MARIE KRAKOWIECKI

NEW YORK-Eastern Airlines
Inc. switched brokers on its valu-
able aviation hull and liability ac-
count, Business Insurance learned.

Effective February 8, Alexan-
der & Alexander took over the
business from Marsh & McLennan,
which is said to have handled it
for Eastern since the days of Eddie
Rickenbacker, World War | flying
ace who was Eastern's president in
1938, and later its chairman.

The shuffle, which sent shock
waves through aviation brokerage
circles, was not the only insur-
ance-related change at Eastern.
Richard V. Porrett, director of
pensions and insurance, left the
airline at approximately the same
time the account was being moved
in middle to late January.

He accepted a similar position
with The Great Atlantic & Pacific
Tea Co. (A&P). At this writing,
there is no replacement for him at
Eastern.

Eastern is in the process of mov-
ing its entire New York treasury
division (to which Mr. Porrett's
15-member staff belonged) to Mi-
ami, and Mr. Porrett was report-
edly unwilling to relocate. Mr.
Porrett was vacationing in Ger-
many at presstime, and could not
be reached for comment either on
his job change or the role, if any,

he played in moving the aviation
account to A&A.

The account was written on a
two-year contract, and is worth a
total of $17 million in premiums,
split into two annual portions of
$8.5 million each.

The aviation undErwriter said to
have the largest share of the risk
is in the French market. It is
Paris-based Robert Malatier. Also
participating in the risk are At-
lanta-based Southeastern Avia-
tion Underwriters (SEAU) and
the United States Aircraft Insur-
ance Group (USAIG). Associated
Aviation Underwriters (AAU) is
not thought to have any significant
piece of the business.

Observers said the switch was
made because of a reduction in

rates offered by Alexander &
Alexander. But they pointed out
that the process was heated up by
pressure on Eastern from aviation
underwriters during the bidding.

By presstime, Eastern treasury
officials did not return calls to
their offices, and a Marsh & Mc-
Lennan official familiar with the
situation was tied up in meetings
and could not comment. Richard
Lynn, A&A vp and account execu-
tive on Eastern's aviation ac-
count, would not comment.

So there was no "official" ver-
sion of the events that led Eastern
to sever its long-standing relation-
ship with M&M. But according to
aviation market sources, Eastern
originally attempted to have both
Marsh & McLennan and Alexander
& Alexander handle bids on the
aviation account.

Eastern gave limited letters of
authority to each broker. M&M
was authorized to approach AAU

and the London market for quotes.
A&A was authorized to approach
the French market and USAIG.

But at that juncture, according
to expert brokerage and under-
writing sources, at least one ma-
jor aviation underwriter balked at
having two brokers wcrking on
the same piece of business.

They said for a risk that large,
with vertical participation, they
would work with only one broker
for Eastern or they would not
quote at all. Eastern was at a dis-
advantage in the face of such re-
sistance, because of its recent
loss experience which has been
"unbelievably bad," according to a
leading aviation insurer.

For instance, both AAU and
USAIG have been involv€d in ma-
jor disasters from Eastern air
crashes within the past three years.
AAU insured the largest share

Continued on page 2

Ca. clinics' search for
insurer ends at Glacier

By JOANNE GAMLIN

LOS ANGELES-Health clinics
in California, including the 30 or
so "free" clinics which are mem-
bers of the Southern California
Council of Free Clinics, have had
their professional malpractice in-
surance placed with Glacier Gen-
eral Insurance Co.

The coverage, until the transfer,
had been with Signal Insurance
Co., which is currently in conser-
vatorship.

The move to Glacier General
was negotiated by Penn General
Agencies in conjunction with
Peter Sansome of the Sansome
Agency.

Mr. Sansome, who said that it
took months to put the new mal-
practice prograrn together, has had
long experience with insuring the

clinics.

He told Business Insurance that

the premiums under the new pro-
gram are about 30% to 35% higher
than they were with Signal Insur-

A spokesman for one of the
better known "free" health clinics
in West Hollywood said that pre-
miums on the group's malpractice
coverage from Signal were ex-
pected to rise from $7,000 in 1975
to $26,000 is 1976, a percentage in-
crease that rivals the 327% boost
required of Southern California
physicians by a unit of The Tra-
velers Insurance Co.

Barbara Logsdon, administrator
for the West Hollywood clinic, said
that the boost was anticipated des-
pite the fact that her clinic had
had a good loss ratio. She said
that since 1971 it has beer. named
in only one lawsuit. That case, in
which the clinic was one of many
John Doe defendants, is still un-
sSsaeattled -
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Eastern Airlines ...

Continued from page 1

of the risk when an Eastern jum-
bo jet crashed in the Miami Ever-
glades in December 1972, killing
101. AAU has already paid out a
large percentage of some $32 mil-
lion in settlements ( Bl, January
26).

USAIG had a large portion of
the coverage for an Eastern Boeing
727 which crashed in high winds
at Kennedy International Airport
in July of last year, Killing 113
(Bl, July 14, 1975).

The result, from the description

asset control
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drawn by sources, was a seller's
market, not a buyer's market, and
Eastern was forced to go along
with the one-broker arrangement.

One aviatién insurer whose com-
pany deliberately stayed away
from the Eastern business because
it thought the broker situation
"was so explosive," said he would
consider it "folly" for a carrier to
reduce Eastern's rates given its
experience.

But, he added, somehow A&A's
Mr. Lynn managed to come up
with a slight reduction in rates
from what M&M could offer. The
financially-troubled airline, forced
to choose just one broker, decided
to go for the one with the pricing
advantage, and A&A won the ac-
count.

Although it lost Eastern's avia-
tion business, M&M still remains
broker of record for much of
Eastern's other insurance pro-
grams. And while its dealings with
the airline have not gone un-
touched over the years, it has man-
aged to hold onto the bulk of the
business. A former M&M employe
familiar with the Eastern account
put it this way: "A while ago,
Marsh had 100% of Eastern's busi-
ness, including group life and
health. Then, at one point, the
bonds were moved to a local bro-
kerage firm in Brooklyn.

"About a year ago, Eastern
shifted its employe benefits to
Johnson & Higgins. | don't know
what happened there, but the be-
nefits were subsequently moved
back to Marsh & McLennan.”

AEA's initial foot in the door
with Eastern apparently can be
traced to dogged efforts by Rich-
ard Lynn to capture the hull and
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liability account.

As with any large account, the
Eastern aviation business was an
attractive target, and other bro-
kers have been courting the air-
line for years trying to win its
business. But Mr. Lynn has been
angling for it longer, or at least
more persistently, than anyone
else, aviation sources said.

"This is quite a feather in Dick's
cap," a rival broker said, half en-
viously. "He's been knocking on
Eastern's door for years, but no-
body ever thought he would man-
age to walk away with the ac-
count. These things just don't hap-
pen in the aviation business."”

A&&A has a large Miami office
which will handle some servicing
of the account, but a source at the
brokerage said the New York of-
fice will remain the principal
point of contact for the account,
through Mr. Lynn.

Eastern’'s hull and liability ac-
count is said to be the largest piece
of aviation business A&A has
picked up to date, although this
was not officially confirmed. It is
not the only aviation account A&A
handles, however. Among the
broker's other clients are Ameri-
Airlines and

can McDonnell-

Douglas Corp-. -

Earthquake
risk in Japan
up to $4 Dbill.

LONDON-Earthquake insur-
ance cover for industrial risks in
Japan now totals $4 billion, Shin
Adachi, of the Tokyo Fire & Mar-
ine Insurance Co. old an insur-
ance conference in London.

More than $1.3 billion of this is
concentrated in the Tokyo area,
where there is also more than $2.6
billion in extra cover carried un-
der ordinary commercial fire pol-
icies.

Total exposure in Japan for
earthquake damage to domestic
property and contents now reaches
$14 billion, with half of this in
the residential zone around Tokyo.

Premium income for industrial
quake risks is running at $22 mil-
lion a year, he added, with the
average rate for cover being 5.4%.

Mr. Adachi said: "Fifteen per
cent of the original acceptances is
kept in the Japanese market, and
the rest reinsured overseas. This
may cause criticism on the ground
that the domestic retention is too
low, but you should not lose sight
of the fact that Japanese insurers
have extra commitments under
personal lines business.

"Earthquake cover for these
household risks was introduced
with the support of the govern-
ment in 1966, when the Japan
Earthquake Reinsurance Co. was
formed to channel the program.”

To cope with the demand for in-
dustrial cover, the Japanese insur-
ance groups have split the country
into twelve zones so as to control

the accumulation of exposures. m
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Royal Industr. slates
captive to underwrite
products liability risk

SANTA MONICA, CA.-Royal
Industries Inc. incorporated a cap-
tive insurance subsidiary, Arroyo
Insurance Co., which was licensed
to do business in Colorado Jan-
uary 28.

Royal Industries is a diversified
manufacturer with 1974 sales of
$214 million. The company has
numerous divisions. It is a pro-
ducer of truck trailers, tanks for
transport and storage, railroad car
equipment, automotive industry
products and automotive service
equipment, safety equipment in-
cluding motorcycle helmets, vinyl
traffic safety products, vinyl tops
for autos, nuclear power equip-
ment and other energy products,
and farm machinery.

The captive, Arroyo, initially
will be used to reinsure workers'
compensation risks, auto liability,
general liability ( including prod-
ucts liability) and auto physical
damage programs. According to
records on file with the Colorado
insurance commissioner's office,
Arroyo will retain 95 % of the first
$250,000 loss for each occurrence
up to a $1.25 million annual ag-
gregate loss level.

Arroyo reported $1 million in
assets as of January 21, and $5,-
00O of liabilities. Paid in capital
was listed as $400,000, with $600,-
000 gross surplus.

"The primary reason we formed
the captive was that we manu-
facture a wide variety of prod-
ucts, and the product liability
markets are very difficult to get
insurance at reasonable rates,”
Royal Industries' vp of finance
Theodore Freedman, told Blisiness
Insurance. He believes the com-
pany will "partially solve"” this
problem with the captive insur-
ance subsidiary.

The company has been buying
liability insurance above sizeable
deductibles from Gulf Insurance
Co. (primary) and Pacific Indem-
nity Co. (first excess layer),
through Frank B. Hall & Co. Royal

also had several more layers of
excess coverage.

Frank B. Hall's Denver office
will manage the Royal Industries
captive. With this new program,
Royal is self-insuring a much
larger portion of its casualty risks,
said Mr. Freedman, who noted on
January 30 that "we are working
through (Frank B.) Hall to obtain
excess covers. They are working
with a number of markets. By

next week we expect the captive

to be in business.”

Royal wants liability coverage
up to $50 miillion limits, Mr.
Freedman said.

Although he declined to disclose
what premiums Royal has been
paying for these various liability
policies, he said the company is
targeting substantial premium sav-
ings and cash flow advantages
with the captive. Royal will be
putting "in excess of $1 million
annually” into the caDtive, he es-

timated.

"We've worked it out to be less
cost, that's one of the reasons we're
going into this. The main reason,
though, is the state of the product
liability insurance market today,
and the fact that we can keep the
cash in the consolidated corporate
group,” he explained.

"If you're going to self-insure,
we think the captive is the way

to go,” Mr. Freedman believes. -

errors &
omissions

Robert Bussey retired fronn

Corp., St.
Louis, after 47 years as corporate

General Dynarnics
insurance manager for the com-
pany. He was succeeded by Peter
Butler. Typographical errors in our
last issue resulted in an incorrect
statement about this personnel
change.
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By BERNARD J. DAENZER

president,
Wohlreich & Anderson Cos.

Howden Swann Group

Editor's note: Mr. Daenzer's re-
marks were delivered January 26
rit the CPCU seminar on products
liability in Tampa, Fl. Because his
discussion of market conditions
was so comprehensive, we believe
our readers deserve the chance to
read the speech in its entirety.
This is the first of two parts. The
second portion of Mr. Daenzer's
speech will appear in our next

issue.

IT IS VERY HARD to get an
exact fix on the total amount of
products liability premiums writ-
ten or the distribution by carrier.
Twenty years ago no one con-
sidered the possibility that miscel-
laneous liability as a class would
become such a very big segment
of the total property-casualty pre-
miums written in the United
States. As was found out in the
investigations by public bodies of
the malpractice crisis, there was
very little refinement of the mis-
cellaneous liability sub-classes in
the reports available to the states.
Some original research has been
done and is now underway to get
a better grasp of malpractice pre-

miums and losses.

The big problem in the rating
organization statistics is that a
substantial amount of products
liability premium is hidden in
risks where the total liability cov-
erage is placed on a basis of com-
posite rating. Then there are man-
uscript policies where the prod-
ucts cover is mixed up with other
covers. Another substantial chunk
is lost in business owners' pack-
ages, SMPs and other mixtures of
property and casualty protection
in one policy. Then you have ex-
cess layers of products liability
placed in reinsurance companies,
specialty American markets and
overseas markets.

A. M. Best estimates for 1975
that the stock and mutual compa-
nies combined wrote about $3.7
billion of miscellaneous liability
premiums. | would judge that in
this class there is another $300
million which is lost in the report-
ed figures because of specialty
companies, excess and surplus lines
placements and various package
arrangements. This would give us
a total of about $4 billion and my
educated guess would be that 60
percent of that would be products
liability or $2.4 billion.

We know that during the last
five years .-the aggregate loss for
miscellaneous liability in the
stocks and mutuals came to $2.5
billion. A very large part of that
loss came from malpractice and
products liability. While the loss
ratio on malpractice liability came
out higher than products liability
in individual company studies, the
total malpractice premium esti-
mated for 1974 was only $500 mil-
lion. Because of the much larger
volume and the wider spread of
companies writing products lia-
bility, the underwriting damage
done by products liability has
been much greater than malprac-
tice. The extent of the damage
may not be fully known.

There is a great deal of concern
among insurance company stock
analysts, actuaries and regulatory
authorities that the full extent of
incurred but not reported loss re-
serve deficiencies and inadequate
loss development factors on known
losses will continue to surface and
plague the company results in
1976, 1977 and 1978.

Just as was said in malpractice,

some senior company executives
of large companies have stated
publicly that the underwriting of
products liability is hopeless.
Many have said it can only be
done on a cost plus basis; others
have withdrawn from all but the
most sinhple risks. Many reinsur-
ers have cut the limits and added
extensive exclusion lists for the
products underwriters of primary
writing companies. During the
latter part of 1975 the withdrawal
of recognized standard markets

was enormous.

It is estimated that in the
United States there are about 10,-
000 different kinds of products,
some 200,000 manufacturing plants
and 2 million retail establish-
ments. Any solution here, such as
a joint underwriting association,
would mean the end of private

enterprise in the miscellaneous
liability field. The joint under-
writing association on malprac-
tice with inadequate rates and
poor claims handling can only end
up in a severe charge on the com-
panies, just like the Fair Plans but
much worse. The JUA on products
could only lead to government in-
surance. The federal government's
Consumer Products Safety Com-
mission could be a federal instead
of state vehicle.

The insurance industry (agents
and brokers as well as the conn-
panies) has to be very clever in
working out solutions. There has
to be the courage to charge an
adequate price. We should con-
tinue to iNnnovate with various
forms of dedutibles and different
types of wordings for the tough
classes. The claims handling has to
be highly specialized with every

Today, in order to keep your best people and
motivate them to superior performance, you've
got to give them more than just salary increases

or higher benefits.

They want:

* Incentive compensation opportunities based
on superior performance.

« A competitive benefits package.

= Capital building opportunities.

* The status and recognition that accompany
executive perquisites.

And, in the final analysis, they want to enjoy
the fruits of their labor through sound financial
and tax planning programs.

They know what other companies are offering.

effective Total Compensation Strategy that
results in a reward system that accomplishes
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effort made to fight fire with fire.
Loss prevention techniques must
be applied on a 12 month basis.
There must be a maximum util-
ization of all markets, admitted
and non-admitted. Those who do
placernents must consider layer-
ing and in some situations where
the exposure is very large, the
quota sharing of the liability risk,
the same proportional distribution
amongst carriers which you
would apply to a difficult proper-
ty risk with total loss possibilities.

Any review of the marketplace
is highly subjective. One must also
keep in mind that overnight the
president of an insurance company
can be gone and also the head of
the miscellaneous liability depart-
ment. With this in mind, one
might put down the following
categories:

. Strong products liability under-
writers-Aetna Casualty, Contin-
ental East, Hartford, Travelers,
Employers Mutual of Wausau,
Liberty Mutual, General Re and
American Re.
« Medium products liabiity un-
derwriters-CNA, Crum & Forster,
Chubb, Fireman's Fund, Home,
INA, Reliance, Royal, St. Paul,
USF&G, Lumbermens Mutual,
Employers Re, North American
Re.
= Light products liability under-
writers-Little Aetna, American
General, Commercial Union, Gen-
eral Accident Great American,
Gulf, Northwestern National, Ohio
Casualty, Safeco, Security, Trans-
arnerica, Western Casualty &
Surety, Zurich, Atlantic Mutual,
Shelby, Utica, Allstate.

I have listed only about 20% of

Continued on page 34

corporate objectives and adequately compen-
sates employees at each organization level.

Through Ebasco's Total Compensation Plan-
ning Service, we offer professional in-depth
assistance throughout every facet of this new
concept. We do it with a team of compensation
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design, and implementation of base compensa-
tion, incentive compensation, employee benefit,
and executive compensation programs.

For more information concerning Ebasco's
approach to the development of an effective
total reward system, the annual base compensa-
tion and benefit surveys we conduct to measure
external competitiveness, and a copy of our
booklet "Trends in Total Compensation" call
So, it's vital that management formulate a truly or write Ebasco's Total Compensation Planning

Service. Initial consultations are conducted

without charge or obligation.
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Blasting Assn. explores risk pool as
way of handling coverage difficulty

By MARIE KRAKOWIECKI

BOSTON-Excess and surplus
lines insurance capacity is "al-
most stamped out" for contractors
whose main line of business is
blasting rock, a leading producer
of blasting liability coverage said
last week.

Partially in reaction to that
situation, and partially from some
members' complaints about diffi-
culty in getting coverage, the
American Blasting Assn. here may
soon start looking at the feasibility
of forming an assigned risk pool,
Business Insu<(mee learned.

James C. MeNulty, executive
director of the 64-member asso-
ciation, went to a meeting in
Franklin, Ma. last month of most-

ly machine tool builders who were
looking for ways to solve their
product liability problems.

While his membership's situa-
tion is distinctly different from
that of the machine tool builders
(Bl, January 26), Mr. MeNulty
said he hoped to get some ideas
on how to cope with a tightening

up of markets.

Three blasters had complained
to him that their insurance com-
panies dropped their coverage.
For blasters, that is serious busi-
ness, because they need a bond to
work for the Commonwealth of
Massachusetts, and in order to get
a bond, they must be insured for
$1 million.

At the meeting in Franklin, Mr.

MeNulty said he was enroute to
another meeting to assess how se-
rious the insurance crunch for
blasters is becoming.

As it turns out, there is no ap-
parent emergency situation. Mr.
MeNutly found out that the three
blasters whose carriers cancelled,
all had claims last year that were
in excess of the premiums they
paid. It was not a matter of hav-
ing been arbitrarily dumped by
insurers.

However, the American Blast-
ing Assn. is concerned enough to
explore an assigned risk pool be-
cause there are so few insurers
around who will write coverage
for ledge rock contractors who
deal exclusively in blasting.

CNA is apparently the leading

provider of such coverage. Mr.
McNulty's own blasting operation
is insured by CNA through the
Curtin Insurance Agency in Cam-
bridge, Ma.

Charles Kimball of the Curtin
Agency confirmed the excess and
surplus lines for blasters are dry-
ing up.

"There are markets where the
insurance company will provide
coverage for a contractor if he on-
ly blasts incidentally. But there
are very few excess markets left
for contractors that do only blast-
ing,"” Mr. Kimball explained.

"Commercial Union was a mar-
ket, but it's practically all out of it
now. Travelers will write it, but
only on a specific basis with pre-
engineering that is so expensive
very few can afford it.

"Excess and surplus coverage
for blasters used to be on a per-
job basis with a per-job premium.
But most domestic companies

aren't receptive to writing the
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Site and risk evaluation, radiation
safety/loss control procedures, con-
tract review, schedule and condud
on-going inspections, recommend
and obtain appropriate nuclear in-
surance, coordinate with Nuclear

Regulatory Commission.

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

services.

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

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

Wecanhelpyou
solve problems

before they

become problems.

Marsh&

NMci

ennan

coverage any rnore because they
don't have the engineers for it.

"Lloyd's will still do some blast-
ing liability through Stewart,
Smith, but the job site has to be
virtually in the middle of no-
where,"” Mr. Kimball lamented.

The blasting contractors' own
lack of expertise in looking for
coverage is apparently to blame
for the drying up of the excess
and surplus lines coverage, Mr.
Kimball suggested.

He said he didn't think many
blasters over the years ever both-
ered to shop around for excess
coverage, and that was the ma-
jor contributing factor to its de-
mise now.

While insurance premiums have
risen steadily for blasters over the
last five years, Mr. Kimball said
the increases have not been as
dramatic as in some other areas of
liability.

He noted that the Curtin Agen-
cy, which provides
through CNA for contractors, but

coverage

under a very disciplined program,
has seen increases of 25% over the

past five years.

"Not typical," he pronounced
about a complaint from one Mich-
igan blaster that his liability pre-
miums are up 100% and that he
can't get coverage for any more
than a limit of $500,000.

"You've got to remember that
for a blaster, the most serious
problem in getting insurance is
his track record,” Mr. Kimball
said.

At one time, the Curtin Agency
provided coverage for some 19
blasters, but today the number is
down to nine. Mr. Kimball says
that is due mostly to lack of work,
and he commented that he hasn't
seen any coverages that offered
limits of less than $500,000.

There is no hard and fast pre-
mium rate guideline that can be
given for blaster's liability insur-
ance, because every job is rated
specifically on location, Mr. Mc-
Nulty explained.

"They're putting in an inter-
change access roads in New Hamp-
shire that will require taking out
about 200,000 yards of rock. But
there's nothing around the area.
What the insurance costs to cover
the blasting of those 200,000 yards
is probably the same as you'd pay
for blasting 20,000 yards in Bos-
ton,” he explained.

Some blasters feel that the
amount of liability insurance re-
quired of them by state law ($1
million in Massachusetts) is un-
reasonable for the exposures in-
volved.

"I've never seen any such thing
that required $1 million in cover-
age," the American Blasting
Assn.'s Mr. MeNulty stated em-
phatically.

"The biggest damage | ever had
came to about $20,000 in a Pola-
roid plant where we damaged some
of their chemicals. Probably the
biggest professional
blasters have is a loss of service

exposure

it as=—maticora _" " -

New organization

Employe benefit plan adminis-
tration companies have formed a
new organization called The
American Society of Professional
Administrators (ASPA) . A first
meeting was held in Chicago in
December. ASPA's initial mem-
bership is 50 companies nation-
wide, a spokesman said. The or-
ganization wants to provide a for-
um for comments from member
companies regarding ERISA, na-
tional health insurance, errors and
omissions insurance and industry
relations and to develop a code of
professional ethics. Initial dues are
$100. For more information write
to ASPA, Suite 909, 10028 Con-
necticut Ave. NW, Washington,
D. C. 20036.



When your company

already has agood score
on controlling losses,

you're faced with a que stion.

Is it good enough?

A company with a good their willingness to be an
insurance record may be active participant in con-
inclined to let well enough trolling their own insurance
alone. Notour policyholder, losses and costs.

Menasco Manufacturing Com-£

pany, the world's largest producer of »
aircraft landing gearand associated hard-
ware, at plants in California, Texas and Canada.

-- Menasco's good record became a
better one. Workers' compensation loss
ratios were down to 35% last year. Even
lower in fleet auto coverage.
Employers of Wausau challenged Menasco to be-
come our partner in making their good record even
better. They accepted.

This is further proof that until the nsured enters
into the partnership spirit, no one has a right to
great expectations.

Our help in conducting safety training clinics for
their foremen and supervisors was especially pro-
ductive, according to Menasco.

If you are willing to be our working partner in
preventing losses - so you can earn favorable in-

surance rates - you're invited to join us. We're
For their part, Menasco increased their safety the people who know business insurance like no-
manager's responsibilities - just one example of body else in the business.

COME TO THE SOURCE
Get theWausau Story

FAAPI AYFRS INSURANCE OF WAUSAU. Wausau. Wisconsin
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UCLA manager' s fine

arts risks generate a
real sense of adventure

By JOANNE GAMLIN

LOS ANGELES-Tracking a
million-dollar shipment of medi-
eval ceramics from Israel to France
to Britain and then, at last, to his
enormous Westwood campus is one
reason why Myron M. Beil thinks
fine arts insurance coverage can
be fun.

Mr. Beil is the man who over-
sees claims and supervises certain
insurance coverages for the Uni-
versity of California at Los An-
geles (UCLA).

To be sure, main-line coverage,
such as cornprehensive general
liability and all-risk property pro-
tection, are purchased by the in-
surance department in Berkeley.
A Fred. S. James office, in fact,
sits directly across from the Berk-
eley campus to broker the gigantic
University of California account,
a segment of which is handled by
the institution on an in-house,
self-insured basis.

That arrangement leaves Mr.
Beil and other university insur-
ance and risk management coor-
dinators in the statewide educa-
tional system with what might be
regarded as secondary coverage to

handle.

But Mr. Beil, who allots about
30% of his time to claims han-
dling, rates high the insurance re-
sponsibilities that come under his
authority, including fine arts in-
surance, collection insurance, and
personal property, all.of which are
brokered by Saylor & Hill Co.,
Oakland.

Fine arts insurance can generate
a real sense of adventure, for one
thing. Armed guards once were
summoned to stand by as a $1 mil-
lion art shipment was made ready
to depart from Los Angeles Inter-
national airport. At another time,
a $2 mLllion art shipment was
planned for 16 months in advance
of the shipment, according to Mr.
Beil, recalling tedious roundtable
conferences with airline represen-
tatives and Los Angeles police.
Tops on his list of engrossing ex-
hibits was one composed of seventh
to 13th Century pots, vases and
bowls contributed by a number of
distant lands, including Israel.

Federal Insurance Co., a part
of the Chubb/Pacific Indemnity
Group, is the underwriter for the
fine arts protection.

"Premiums are assessed on the
basis of 3 cents for $100 of value
per month," said Mr. Beil, whose
business title is an elaborate one:
Assistant administrator, business
services and campus insurance and
risk management coordinator.

A first cousin of fine arts is col-
lection insurance. It is employed
to protect works of art on perma-
nent display. Mr. Beil pointed out
during an interview with Business
Insurance that UCLA possesses a
piece of lawn entirely devoted to
showing off about 50 pieces of
sculpture. That coverage, too, is
underwritten by Federal Insur-
ance.

Personal property, the third
category of insurance in which Mr.
Beil can assume an underwriter's
role, insures goods which are in
never-ending motion. TV and mo-
tion picture equipment are candi-
dates for Federal Insurance's per-
sonal property coverage; so are the
costly recordings and photographic
equipment which anthopology stu-
dents take along on their digs half
way around the world.

"We easily insure in excess of
$2 million a year in personal prop-
erty,” Mr. Beil observed.

He explained that his semi-un-
derwriter's role occurs when he
must physically inspect exotic
gear to determine premium values.
"Our loss experience has not been
so good," he admitted. "As a re-
sult, Federal has upped the pre-
mium rate from $1 to $1.15 per
$100 of valuation.”

When it is remembered that on
a single trip UCLA transports be-
tween $30,000 and $40,000 worth
of equipment, the rate hikes be-

The cost of accidents has jumped tremendously in
the last few years. Hospital care, doctor's fees, reha-
bilitation services are all expensive and getting more
so. That's why loss control can make a major contri-
bution to the success of your self-insurance program.
Every accident that doesn't happen-that's prevented
-means moie dollars saved. Which is the very reason

you're self-insured.

Efficient administration, prompt claims adjusting
and rehabilitatioii services are important, too. But
the fact is, the fewer accidents you have the less
you're going to need those services, and that can
mean even more savings.

No other self-insurance service company offers as
complete a range of technical services designed to
eliminate costly accidents.

Foremost among these services is our monthly
Loss Experience Report, the most comprehensive and

come substantial.

Despite that sizeable premium
leap, it is doubtful that personal
property will ever be a match for
the university's malpractice insur-
ance, required for UCLA's medical
complex composed of a research
hospital and clinics. Two million
dollars a year are paid out for
malpractice protection: which is
provided by the Truck Insurance
Exchange of the Farmers Group,
Inc., a Los Angeles-based concern,
said Mr. Beil.

He noted that the Farmers
Group is the underwriter, too, for
the statewide university's complete
liability coverage. Farmers took
over as the carrier from Hartford
Insurance Co. in July, 1973, after
successfully submitting the win-
ning bid.

Next July, bidding will begin
again, he asserted, noting that
there is a possibility that he will
be invited to the Berkeley meet-
ing preceding the bidding in order
to participate in a discussion of de-

sophisticated in the industry.

sired safety and engineering ser-
vices.

Property insurance that em-
braces the entire university sys-
tem also is bid every three years.
The Insurance Co. of North Amer-
ica and Lloyd's of London are the
current carriers.

Mr. Beil

handles accidental

at the center,” remarked Mr. Beil.
(AD&D) and medical expense
coverage for the UCLA child care
center. Continental Casualty Co.
writes the policy on a first-dollar
basis. Premiums are figured on the
basis of $2 a participant. Benefits
are slated at $10,000 minimum for
dismemberment; $10,000 per in-
jury under the medical expense
coverage and $1,000 for accidental
death.

Bruises and band-aids happen

at the center,” remarked Mr. Beil.
"There is not much risk of acci-
dental death.”

He went on to disclose that an

Out-Reach program in which

youngsters are cared for in the
homes of families in Westwood,
and possibly later, in homes in
the San Fernando valley, is under
evaluation. If the idea should be
adopted, he said that the AD&D
and medical expense coverage
would be linked up to the liability
insurance now being provided by
the Farmers Group.

That carrier also supplies pri-
mary coverage for the UCLA fae-
ulty center. The layer has a $500,-
00O limit. National Union Fire In-
surance Co. provides the excess
insurance up to a limit of $2.5 mil-
lion.

Claims which make up a large
segment of Mr. Beil's job are more
numerous and more frequent than
he might wish under the univer-
sity's public liability coverage.
Tumbles accompanied by aching
limbs are not uncommon, especial-
ly among students at the UCLA
extension school, which holds
classes during the not too-well-

lighted-hours from 7 to 10 p.m. -«

Our losE
costless tha

It's a powerful management tool you can use j
allocation planning and to pinpoint possible tren

that lead to real trouble.

1./e-17CC ™.

Our Loss Experience Report: Best early warning syst€

in the industry



benefit tax slants

Statutes allow group plans to favor

top executives, but IRS might not

By JOSEPH S. ROBINSON
Attorney-at-Law

THERE IS NO statutory bar-
rier to group term coverage which
favors the top brass as against
other employes. But the rules limit
benefits by how they define "group
term life insurance.” Thus, the
regulations strictly limit group
term status for plans under which
some full-time employes are ex-
cluded and fewer than 10 em-
ployes get coverage. But the regu-
lations allow plans covering fewer
than 10 to exclude some employes,

'N,ltrot

or give them smaller coverage, if
this is done solely because of evi-
dence of insurability in a medical
questionnaire. That is, evidence of
insurability may be a factor in
eligibility or amount of insurance
if determined "solely on the basis
of a medical questionnaire com-
pleted by the employe and not re-
qquiring a medical examination.”

Here's the latest Treasury pro-
nouncement on the point:

A company with six full-time
employs procured a group policy
for all of them. Coverage was pro-
vided at triple the standard pre-

mium without a medical exam.
However, the insurance carrier re-
quired releases of medical records
and possibly a medical exam to
determine if a lower premium was
merited. |.R.S. held that premiums
could not be fixed that way and
Still tax-free

maintain status.

(Rev. Rul. 75-528).

The Treasury's initial position,
as expressed in its proposed regu-
lations under ERISA concerning
death benefits to beneficiaries of
pension plans. created quite a stir.
It said that where such payouts
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were made to two or more bene-
ficiaries, the favorable tax treat-
ment would be lost. However, it
has since been announced that the
government has switched its course
and reversed its position on this
point.

Final regulations, soon to come
out, will allow multiple benefic-
iaries to be eligible for the special
tax treatment normally available
for lump-sum payouts of quali-
fied plan benefits. So those who
wish to split their pension death
benefits among several members
of the family are once again free
to do so without incurring a heavy
tax burden.

A Medical Reimbursement Plan
sponsored by a company normally
is allowed to favor certain classes
of employes. But when it discrim-
inates in behalf of stockholder-em-
ployes, the shareholders may be
hit with a dividend tax according
to a recent tax court decision.

A mother and son were the ma-

ervices

youraccidents.

Other programs from ESIS include consultation,
analysis and management of up to 22 loss control
activities, inspection, environmental health surveys,
and loss control training at the ESIS International

Safety Academy.

No accident is ever routine, but the paperwork
often is. So when you decide to self-insure you can
choose from a lot of good companies to administer
your program. But before you look at their bottom
line bid, look between the lines above it and remem-
ber that every dollar you spend on an accident is
money you will never see again. Every dollar you

spend on loss control can save you thousands.

Superior loss control services. Another reason why,

dollar for dollar, ESIS makes more sense.

Employers Self Insurance Service, Inc.

An INA CORPORATION comnanv 4050 Wilshire Riv,1 I.ng Angelee C,

The ESIS International Safety Academy: Best place for

safety management training.

90010

jority shareholders and principal
executive officers of a small fam-
ily corporation. When the mother
became ill, the corporation adopt-
ed a plan to reimburse both her
and the son for all medical and
hospital expenses they incurred
All other employes were excluded.
Later on, a plan was adopted cov-
ering all employes. Reimburse-
ment under the plan was limited
to one percent of base salary.

The Tax Court agreed with
I.R.S. that the reimbursement pay-
ments were constructive dividends
The reasons: The plan discrim-
inated among employes in award-
ing benefits without a rational
basis for the discrimination. The
taxpayer and his mother received
over 70% of all payments under
the plan. In the court's view, the
plan adopted had been to use cor-
porate earnings to meet the an-
ticipated medical needs of the tax-
payer and his mother. (Leidy,
T.C. Memo 1975-340).

AN executive compensation
package must not only satisfy the
executive's needs but must win
I.R.S. approval to obtain the de-
sired tax results. If the package
is deemed unreasonable in amount
the excess will be taxable to the
executive.

In a recent case, the tax court
was called upon to rule upon the
reasonableness of an executive-
stockholder's compensation set-up.
In disallowing a big chunk of the
package (salary plus bonus) the
Court relied upon the following
guidelines:

- The person's qualifications;

= The nature, extent, and scope
of his work;

« The size and complexities of
the business;

= A comparison of the salaries
paid with the gross income and
net income of the business;

= The prevailing general eco-
nomic conditions;

= A comparison of salaries with
distributions to shareholders;

. The overall salary policy of
the business;

= The prevailing rates of com-
pensation for comparable positions
in comparable businesses; and,

= In the case of smaller cor-
porations with a limited number
of officers, a comparison of the
compensation in question with
that paid to him in past years.

Keep in mind that when apply-
ing these tests, don't forget that

pension and profit-sharing plans.
(Miller Spring and Mfg. Co. T. C.
NMemo 1975-323). -

See savings
with switch

to Medicare

move that will save about $250
million this year has voted to
make Medicare the primary bene-
fits provider for retired civilian
employes of the federal govern-
ment.

Without the change, which was
approved last month, the Federal
Employes Health Benefit program
(FEHB), would have become the
only group health plan in the na-
tion in which Medicare did not
pay benefits to retirees before the
group insurer did.

To accomplish the change, Con-
gress had to rewrite a section of
the Social Security Act which
would have had the effect of mak-
ing the FEHB program primary
on January 1.

That would have aggravated an
already bad cost situation by
pushing premium costs even high-
er than the 35.3% increase which

became effective this month. -
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info for buyers

To receive literature listed in Info for Buyers write directly
1 to the name and address accompanying each item, mention-
ing that you saw the offering in Business Insurance. Readers

are welcome to submit items for possible inclusion in the column.
All items that are free and have informational value to readers

are eligible. The column will also consider items for which
there is a modest handling charge. Send literature to Info for
Buyers, Business Insurance, 740 Rush St., Chicago, Il. 60611.

4440

VWe are careful
about the Insurance

Companies that meet our
branding requirements.

DEIROJ. H. Blades& Co.,Inc.

n. bl P.O.Box 22003 - Houston 77027 - (713) 526.6551
CZ:*» _/ P.O.Box 17187 - San Antonio 78217 - (512) 826-2378

To reach ustoll free, simply ask your local operator in the following cities to
call the number listed for your city.

- New Orleans: Enterprise 7021 - Los Angeles: Zenith 9-0216

- Dallas, Austin or Corpus Christi: Enterprise 70216

- Handbook & Standard for Man-
ufacturing Safer Consumer Prod-
ucts, published by the Consumer
Product Safety Commission, out-
lines a step-by-step method to im-
plement a product safety policy
and procedures. Technical recom-
mendations focus on design re-
view, identification and evalua-
tion of potential hazards, docu-
mentation of any changes in de-
sign, materials or production that
could affect safety, safe production
practices, maintenance of records
and product safety audits. Sjngle
copies are available at ' no cost
from the Commission in Washing-
ton, D.C. 20207.

- A specialized insurance protec-
tion prograrn for brownstone
houses, an Endangered Species, is
described in a brochure from the
Insurance Co. of the State of
Pennsylvania. For a free copy,
write to Brownstone Agency Inc.,
11 John Street, New York, N.Y.
10038.

= National Union Fire Insurance
Co. of Pittsburgh, Pa. is making
available Carefree Travel Insur-
ance, a brochure about a group
program designed to provide over-
seas and domestic trip investment
and personal insurance coverage.
For a free copy, write to Allan R.
Morris Assoc. Inc., 8 West 40th
St., New York, N.Y. 10018.

= A revised and updated listing of
all General Adjustment Bureau
office locations, domestic and for-
eign, is available in the Bicenten-
nial Edition of GAB's pocket size
Little Red Book for 1976. The di-
rectory lists all district, regional
and branch offices, with complete

Whal's so special about
Talbot Bird coverage?

Simply that here there are break-bulk as well as container
specialists to apply the same in-depth skills to any type of
cargo problem whether it is fertilizer or chemicals in bags for
conventional ships, or containers for the newest"roll on" carriers.
Specialists who can save you some hard-to-forsee headaches
by knowing the hazards, what the deductibles should be and who
are able to negotiate the proper -named peril" coverage where

cost is a factor.

A few minutes discussion in determining the best approaches to
your problem will convince you that"WeExpedite with Expertise."

Talbot, Bird & Co.,Inc.

Marine Underwriters and Managers

156 William Street, New York, N.Y. 10038

Chicago - San Francisco - Los Angeles - Seattle - Tampa « Boston -

Dallas

addresses as well as day and night
telephone numbers. The guide also
lists and describes various GAB
services. Free copies are available
by writing to General Adjustment
Bureau, Management Services, 123

William Street, New York, N.Y.
10038.

= H. Clarkson (Overseas) Ltd., a
London-based insurance broker
sppecializing in construction risks,
is offering a brochure on how it
handles Projects at Risk around
the world. Pictures of projects
handled by Clarkson and a de-
scription of their brokering ser-
vices make up the brochure, along
with a list of their member com-
panies around the world. For a
free copy write to the firm at Ibex
House, Minories, London, EC3N
THJ.

= The 1976 Schedule of Confer-
ences of the International Safety
Academy is available. The sched-
ule describes each conference, with
dates and locations, and registra-
tion details. Included are confer-
ences on basic safety management,
inspection training, total loss con-
trol, environmental health man-
agement, motor fleet management,
scientific accident investigation
with rnotor fleet orientation,
machine guarding and machine
accident investigation. For a free
copy, write to Fred P. Smarro, di-
rector of marketing, ISA, #2 INA
Tower, 1600 Arch St., Philadelph-
ia, Pa. 19101.

. Are you Receiving All Benefits
Available Under the Law? A bro-
chure from Kemper Insurance Cos.
ask this question in reference to
a program that allows small em-
ployers having similar businesses
and trade characteristics to take
advantage of the "law of large
numbers" to pool their results and

reduce workers’ compensation
costs. For a free copy, write to
Communications & Public Affairs
Dept., Kemper Insurance Cos.,

Long Grove, Il. 60049.

. Fire in America: Yesterday and
Today is a colorful red, white and
blue folder from the National Fire
Protection Assn. which opens into
11 by 7-inch size poster, a Bicen-
tennial year publication about
early fire fighting in America, and,
on the reverse side, practical sug-
gestions to prevent fire from
claiming lives and property. It al-
so includes topics for group dis-
cussion, case histories of typical
reent fires, and a reading list.
One free copy is available on re-
quest by writing to NFPA Publi-
cation Sales Dept., 470 Atlantic
Ave., Boston, Ma. 02210.

= Insurance coverage for medi-
um-hazard overseas boiler and
machinery exposures is explained
in a folio provided by AIG. The
Mark Il Program brochure con-
tains class listing of qualifying
groups; equipment guide by size
range and type; policy declara-
tions; sample of use and occupan-
cy policy, both actual loss sus-
tained and valued; a sample of
consequential damage policy; and
more. For a free copy, write Info
for Buyers, American Internation-
al Group, 102 Maiden Lane, New
York, N.Y. 10005.

= Consulting Actuarial Services is
a brochure available from Alex-
ander & Alexander Inc, describ-
ing pension plan design aspects of
benefit planning, and discussing
actuarial projection considerations.
For a free copy write to: Scott
Taylor, vp-Communications, Alex-
ander & Alexander Inc., 1185 Ave
of the Americas, New York, N.Y.
10036.

. First Colony Life Introduces
Contingent Life explains an in-
surance concept involving multi-
ple lives on an individual basis

where death benefits are paid on
a first death basis with automatic
continuance of coverage for sur-
vivors. Each person has an indi-
vidual policy with total premium
and nonforfeiture values allocat-
ed to the individual on a basis
proportionate to individual premi-
um participation. For a free copy,
write to Lawrence L. Hoffman,
senior vp, First Colony Life Insur-
ance Co., P.O. Box 1280, Lynch-
burg, Va. 24505.

= Smile Guard is a brochure de-
scribing the preventive care ap-
proach to group dental programs.
It is designed to help employes
and their dentists understand how
dental plans work, fully describ-
ing three different dental insur-
ance plans and the features and
options available under each.
State Mutual Life Assurance Co.
of America aims the brochure at
companies with 10 to 250 em-
ployes. For a free copy write to:
Bruce Crawford, vp, State Mutual
of America, 440 Lincoln St., Wor-
cester, Ma. 01605.

= A detailed discussion of fed-
eral pension reform, the Employe
Retirement Income Security Act
is offered by Manhattan Life In-
surance Co. in its ERISA High-
lights. The material provides a
discussion of the old law and the
new law, along with ramifications
of changes. For yor fre copy write
to: Kay Maunsbach, Manhattan
Life Insurance Co., 111 West 57th
St., New York, N.Y. 10019.

- Risk Cost Stabilization is a
booklet published by National Loss
Control Service Corp. which pre-
sents an alternative to the con-
ventional loss and claim data re-
porting systems. Designed for risks
that are insured, self-insured or
non-insured. For a free copy write
to: 0. F. Browder, National Loss

Control Service Corp., Long Grove,
1. 60049.

- Ebasco Services Inc. discusses
the need for proper planning and
evaluation of an organization's
compensation program to produce
an effective employe benefit and
reward system, in its 40-page To-
tal Compensation Planning book-
let. The illustrated book outlines
typical benefit options, competitive
provisions and trends, and benefit
components from base compensa-
tion to executive perquisites. For
a free copy, write to John J. Flood,
Manager of Services, Ebasco Ser-
vices Ins., 100 Church St., New
York, N.Y. 10007.

. Construction Contract Bond In-
demnity Agreement Provisions
are analyzed in a monograph
from the Defense Research Insti-
tute. Research was based on the
indemnity agreement forms of
General Insurance Corp. of Amer-
ica, Globe Indemnity Co. and the
National Surety Corp. In addition
to a detailed study of 28 provi-
sions of an indemnity agreement
by a surety on a construction con-
tract bond, a section of comments
on a model general agreement of
indemnity is included. The publi-
cation is available to DRI mem-
bers for $2.50 and to non-mem-
bers for $5, prepaid through the
Institute, 1100 West Wells St.,
Milwaukee, Wi. 53233.

. The International Safety Acad-
emy, a division of ESIS Inc., an
INA subsidiary, is offering a Cat-
alog of Safety & Training Films.
The films in the 28-page catalog
cover safety management and su-
pervision, safety training, mate-
rial handling, fire and plant pro-
tection, hospital safety, construe-
tion, chemicals, first aid and
many other subjects. To obtain a
free copy, write to the Interna-
tional Safety Academy, P.O. Box
4365, 1021 Georgia Ave., Macon,
Ga. 31201.



retirement fund plan

By ELISABETH M. WECHSLER

MIAMI-National Airlines has
set up a new retirement fund for
Lts 1,271 flight dttendants as part
) the settlement reached on Janu-
ary 4, following a 127-day strike.

A new dental plan plus im-
provements in life insurance, me-
dical benefits, vacation/leave and
meal allowances are part of the
oenefit package. Wages were in-
Ireased about 30% over the 46-
month life of the contract, part of
which was retroactive.

Und_the new pension plan,
the normal retirement benefit is
$10 a month for every year of
service prior to Jan. 1, 1976.
rhereafter, the benefitis $12 a
month, with normal retirement at
age 65. One hundred percent vest-
ing is achieved after 10 years of
service.

AN actuarially reduced benefit
is available at age 55, according
to Derek Tyler, National's super-
visor of group insurance and pen-
sion administration. A fund man-
ager for the defined benefit plan
has not been officially selected
vet, he said, but First National
City Bank, New York, manages
other company fund assets.

Another new benefit provided
for flight attendants under the
settlement is a dental plan, in-
sured by the Travelers Insurance
Co. Frank B. Hall & Co. Inc.,
Coral Gables, is the broker.

After paying a $15 annual de-
ductible, employes receive sched-
uled dental benefits up to a maxi-
mum of $600 per person per year.
Dependant coverage is available
but must be paid by the employe.
Orthodontia work is not included
n the plan.

Mr. Tyler declined to give Busi-
iess Insurance the cost figures for
National's new and improved ben-
efits.

Life insurance, previously paid
by the employe, is now provided
by National up to $12,500 cover-

Hospital room allowances were
increased to $50 a day plus 80%
of the excess charge up to the hos-
pital's average private room cost.
The surgical schedule was raised
from $300 maximum to $600
maximum. Major medical bene-
fits went from a $15,000 maxi-
nunn to $50,000 maximum per
disability. Maternity benefits were
also improved.

Once the $100 major medical
deductible is paid, National's me-
dical policy pays 80% of the em-
ploye's benefit. When the employe
has paid $2,500 per individual per
d.sability per year, the insurance
company picks up 100% of the
cost, Mr. Tyler explained. Depen-
dent children are now covered up
tc age 24 if they are unmarried
and are full-time students.

Vacation time was increased
from 14 days for less than three
years' service to 35 days for more
an 21 years' service. The pre-
vbus range was 14 days for less
than four years' service to a maxi-
m.im of 30 days for 15 years' ser-
viDe or more, according to Carolyn
Y. Howard, labor relations ana-
ly:t for National, who described

this and the other benefits as "in-
dustry standard or above.”

Sick leave now accrues at the
ra-e of five hours a month up to
a maximum of 500 hours. Occupa-
ticnal injury leave accrues up to
40) hours at the rate of four hours
pe:- month. Unlimited jury leave
is permitted with no penalty, and
.h€ contract also extended be-
re:vement leave.

AN association leave of absence
-a type of sabbatical leave for
union work-is permitted for up
to 180 days without penalty. Mili-
tary leave of absence is also of-

fered.

Flight attendants received a 30-
cent increase in meal allowance
for hours away from their base,
effective January 4. On Aug. 1,
1976, the meal allowance increase
will be raised to 35 cents per hour.

Moving allowances were in-
creased to 9,000 pounds trans-
ported at National's expense when
a flight attendant is moved to an-
other base. In additional, employes
are allowed nine cents a mile up

to 375 miles per day when driving
from one base to another. -

EST. 1899

DAVIS, BORLAND & CO.

INSURANCE BROKERS

99 CHURCH ST., N.Y., N.Y. 10007

TEL: (212) 791-2100

Four ofakind-ACES

Geographically separated but solidly
together, they excel in providing

JE

PROfessional group insurance service.

Consistent success, the kind that

comes only from years of experience

and dedication, places Bob, Rick, Bud

and John among Provident's top

group PROducers. Small wonder they

are welcomed by brokers, appreciated

by Provident policyholders, and

respected by competitors.

All Provident groupmen are PROS.

Any of them will show you why - in

a hurry - at your convenience.
Got a Group Problem? Call the

Provident PRO near you!

ROBERT L RICHEY, CLU

Regional Manager

ATLANTA

RICHARD C. NIKSIC
Group Representative
LOS ANGELES

CLARENCE E. CHAPMAN

District Sales Superuisor
SI LOUIS

JOHN R CLOS
District Manager

RALEIGH

Provident

i GROUP DEPARTMENT

CHATTANOOGA ,

Offices in Principal Cities
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editorial opinions

Let the negligent be held liable

TI THEN MACHINERY MAKERS met in Massachusetts
VV recently to thrash out their monumental product lia-
bility problems and launch efforts to change the tort liability
system, they also came out strongly in support of federal
workers' compensation reform.

A major part of the lawsuits against machine builders,
they believe, can be attributed to workers' compensation
statutes in some states providing benefits so low that an in-
jured worker has no alternative but to seek additional rec-
ompense from the manufacturer of the machine that injured
him.

Is this purely a products liability problem? We don't think
so. Safety and employers' liability appear to us to be key
issues. The vocal opposition to OSHA and federal workers'
compensation reform lead us to believe too many employers
aren't facing up to their responsibilities to create and main-
tain safe facilities, foster attitudes in workers which prevent
injury, and compensate fairly for injuries when they do

It's well known that lobbying by metalworking companies
and other manufacturers forced amendment of OSHA, re-
laxing the requirements that safety equipment be installed
on presses, among other things. Stampers and other metal-
working firms pleaded that they couldn't afford to retrofit
machines with safety equipment. They convinced the poli-
ticians in Washington that thousands if not millions of work-
ers would be thrown out of work if employers' backs were
broken by unreasonable government regulations.

What's happened is that political influence has prevailed
over logic. The tort laws favor machine users, who outnum-
ber machine builders and have more political clout.

Employers won't have enough incentive to operate safe
plants until somebody holds them accountable, say the
machine builders. The way the system presently works is
that an employer, an injured worker and the work comp
insurer profit by suing the machine builder. Their product
liability charges ignore the employer's negligence, the work-

er's negligence, working conditions, age of the machine or
any alterations of the machine over its useful life.

We've heard grisly tales such as one about an employer
with fewer than 200 workers who racked up a tally of 9
disabling injuries in a couple of years. Then there's one
about the company whose output was reduced by costly
guards placed on all the old machines (partially paid for,
incidentally, by the machine builder). The factory owner
allegedly encouraged his foremen and workers to circum-
vent the safety devices and push productivity back up to
earlier levels. A machine builder was held liable for a sub-
sequent disabling injury to an experienced machine operator.

Whatever changes are going to be made, someone's ox is
sure to be gored. Business is fighting business on this issue.
Many employers don't want to see workers' compensation
statutes reformed, because they stand to lose money if they
are made to pay more for what happens in their workplaces.

The recent victories of the metalworking industry, which
forced rollbacks in OSHA regulations and prevented work-
ers' compensation reform, may be shortlived.

A broad spectrum of producers currently benefit from the
services of a fragmented and highly competitive machinery
industry. But if small, undercapitalized machine builders
continue to be penalized, they may be forced out of business
in greater numbers.

The r.et result will be a highly concentrated machine tool
industry that can defend itself in court and cover its legal
defense costs by making all machine buyers pay for the
negligence of what we prefer to believe is a small minority.

We agree with many machine builders that they should
be allowed better defenses through countersuits against neg-
ligent employers, and through changes in the tort system.
And we agree with these machine builders that liability
should be apportioned between the parties involved in these
workplace injuries-the builders of machines, the users of

machines, and the employes themselves-according to the
negligence of each.

Recognizing the value of risk retention

I/- UDOS ARE DUE to insurance companies who've come
A out in favor of total risk management by encouraging
companies to fund internally some of their losses. The shift
away from the first-dollar insurance mentality indicates a
healthy adaptation to economic realities, albeit one that was
a long time coming.

It seems only yesterday we heard insurance buyers lament
the reluctance of underwriters to accomodate hefty deduc-
tibles in corporate insurance programs. Self-insurance be-

came such a loaded term that some insurers were said to

refuse to quote on commercial risks which involved large
amounts of risk retention.

We've heard it said the insurance industry had to be bad-
gered into lowering premiums enough to adequately reflect
the levels of losses that businesses were willing to pay out
of their own pockets.

bnsiness insurance

Suddenly, however, shrinking capacity and poor insurance
market conditions are cited as reasons insurers don't want
to write first-dollar coverage any more. They are encourag-
ing bigger deductibles, and indeed are mandating them in
some cases. Insurers are striving to avoid routine small
losses which are highly predictable, so that their capacity
to underwrite insurance is freed up for other areas.

Now that markets are tight, and now that insurers are
enforcing bigger deductibles, there probably won't be any
discounts offered to policyholders for retaining parts of their
insurable risks. But at least the insurance industry has
recognized the value of risk retention and self-insurance.
Possibly the industry is even looking more kindly on their
clients' use of captive insurance companies.

We think this is a healthy sign for insureds and insurers
alike.

letters

Letters are welcome. Address
letters to the Editor of Business
Insurance, 708 Third Ave.,New
York, N.Y. 10017.

Congratulations

To the Editor: In a matter of
four months, | will be retiring;
and, as time runs out, | might
neglect to convey to you my con-
gratulations on the place you have
assumed in the field of insurance
journalism.

When your paper was proposed,
| was skeptical that it would find
a receptive audience. In such a
short period, it has come to domi-
nate the insurance media.

During those years, you have
been kind enough to quote me on
numerous occasious. | would like
to express my thanks to you for
the fact that never has a Bl re-
porter misquoted me, betrayed an
off-the-record conversation, or
quoted me when | asked not to
be. Margaret LeRoux and Susan
Alt have been professional, intelli-
gent and full of integrity.

Best wishes for your continued
success.

Waller B. Smith

Director of Insurance, United

Airlines, Elk Grove Village, II.

Split-dollar life

To the Editor: As a long-time
subscriber and also as an ad-
vanced life underwriter, | par-
ticularly enjoyed your article re-
garding split-dollar life insurance
(Taking a Second Look, BIl, Dec.
15, 1975).

Naturally, when you research
an article such as this, you un-
doubtedly must call upon the tal-
ent of "experts". As an advanced
life underwriter, | am personally
familiar with Mr. John Todd and
also with Marsh and MelLennan.
I am not familiar with Towers,
Perrin, Forster and Crosby, but
assume they are management con-
sultants. | would like to suggest
that there were at least three
items omitted from your article
which would have a substantial
impact on the comments of Mr.
Allen wherein he indicated there
were some basic drawbacks of
split-dollar life insurance that

agents don't usually explain. These
items are as follows:

1. Mr. Allen fails to mention
that the majority of the large life
insurers offer an "exchange pro-
vision" which simply means that
if an executive terminates employ-
ment before retirement that his
contract may be exchanged on be-
half of his replacement. This pro-
vision has the obvious advantage
of reducing the financial cost to
the corporation.

2. Mr. Allen makes no mention
of post-retirement death benefits
in his statement indicating that
they had recommended group life
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Once upon a time, it was the big Boiler and Machin-
erv risks that got all the attention from risk managers
ani insurers.

While the smaller Boiler & Machinery exposures
often went uninsured.

The reason: On smaller exposures, the cost of
analyzing the risk and preparing the cont

:ded the premium!

And so much time was needed to pull all the
details together, that it often took longer than the
contract period!

So a lot of corporations just crossed their fingers
and hoped.

But no more.

American International Underwriters has
changed all that. Our Mark II Program simplifies

the technical problems of rating, so that now we

on overseas

can process a Boiler & Machinery cover in a frac-
tion of the time it used to take —usually less than
a week!

Mark II covers direct damage, business inter-
ruption (for both actual loss sustained and valued
forms), as well as spoilage. And backing up Mark II,
is AIU’s worldwide claims service —on the spot
and re to settle claims without any unsettling
delays.

Unquestionably the most revolutionary break-
through in years in this complex area of insurance,
Mark I1 is another example o AIU’s continuing lead-
ership in international insurance.
just mail the
coupon. We'll prove it to you: There really is some-
thing new in overseas Boiler & Machinery
A fast quote.

If you'd like more information,

1surance.

Now, there’s something better
than trusting to luck

Boiler & Machinery risks.

American International
Underwriters Corporation
Dept. BI044, 102 Maiden Lane, New York, NY 10005
Please send me a list of qualified clas

applications on your overs
insurance.

s and a supply of

Name_
Title
Company.

Address

A Member Ccmpany of
American International Grc

sas Boiler & Machinery
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The Wetzel Company, Inc.
announces the appointment

of Robert E. Hess as

Assistant Vice President-

Casualty. A graduate of Rice
University, Mr. Hess was
manager of surplus lines

4 for Cravens Dargan and
prior to that he was
manager of the American

International Underwriters

Los Angeles office.

The Wetzel Company, Inc.

2000 South Post Oak, Suite 2400
Mailing Address: P.O.Box 66452
Houston, Texas 77006
Telephone: 713/626-3240

\4 O/ Telex: 76-2053

letters

Continued from page 10

insurance as being more efficient
on two large clients. If the corpor-
post-retirement
group life death benefit utilizing
conventional term insurance, it

ation provides

becomes much more expensive
than utilizing split-dollar life in-
surance which may be changed to
keyman life insurance at retire-
ment thereby providing a paid-up
policy with substantial financial
benefits to the corporation.

3. Mr. Allen makes no comment
of utilization of Section 79/group
ordinary life insurance in lieu of
split-dollar life insurance.

F. Duane Gartner

Duane Gartner & Co.. Newhall,
Ca.

Legal system at fault

To the Editor: Your December
19th issue had several articles re-
lating tc liability insurance prob-
lems. One thing is evident; re-
gardless of whether the risk is a
city, a ski area or a hcspital, the
problem is not where the atten-
tion is being focused.

It is not the insurance industry

Over 100,000 Branch Offices

that is at fault, it is the legal sys-
tem, and public morality which
today accept the reward rather
than compensation philosophy. Re-
cently in Washington, D.C. a jury
returned a $250,000 verdict on a
case with $108 in specials. Sure
the jury was wrong, but what
about the lawyer who turned down
a more than reasonable settlement
offer because he was banking on
just such a jury. It is the lawyers
that value a case on what a jury
might bring, rather than what is
reasonable and proper compensa-
tion, which have raised havoc
with liability insurance.

The carriers have acted in their
usual pattern of panic and are in-
creasing rates on the profitable
risks with good loss experience,
as well as the high loss areas. For
this they become a fall guy, and
rightly so, but let's not lose sight
of the cause of the problem.

R. K. Rappold,

Assistant Secretary, Peoples

Drug Stores, Alexandria, VVa.

Bad choice of pictures
To the Editor: Your lead article
in the December 29th, 1975 issue,
which discussed California Cities’
problems in purchasing liability
insurance, showed pictures of San
Diego and Los Angeles. Presum-
ably, according to the pictures’
caption, these two cities are hav-
ing trouble finding coverage.
Unfortunately, you picked the
two California Cities that are self-
insured. Los Angeles as far as |
know has been self-insured since
it was a pueblo. We, here in San
Diego, foresaw the crunch now
hitting the smaller cities, and opt-
ed for self-insurance in 1970, as-

suming a self-administered reten-
tion of % million per occurrence.
This allows us to purchase excess
coverage to 25 million at a very
nominal cost. Administration is
undertaken as part of a total risk
management program and is run
essentially like a carrier's claims
operation. We have a claims man-
ager and staff adjuster-investigat-
ors operating as part of city man-
agennent.

The insurance market being
what it currently is (and consid-
ering all our costs, direct and in-
direct), we estimate our present
fiscal-year self-insured savings to
be 1.5 million, a not insubstantial
sum when considered in relation
to a population of 780,000, an em-
ploye work-force of 6,500, and a
current annual operation budget
of 226 million.

A recent comparison study of
The City of San Diego's self-in-
sured delivery cost with the cost
to the other 12 insured cities of
San Diego County (all cities be-
ing served by the same courts, be-
ing sued by the same lawyers, and
all having a similar population
make-up) demonstrated that our
self-insured liability management
cost our citizens $1.11 per capita.
The average cost to the other cit-
ies who use an insured delivery
system was $2.39 per capita.

The City of San Diego also self-
insures its workers' compensation
program and its employe group
medical indemnity plan and main-
tains a $10,000 deductible on its
fire and extended coverage allow-
ing us a 4 cents per hundred rate.

Robert G. Walters

Superintendent, Claims & In-

surance Division, City of San

Diego

IMPORTANT

Enlarged Responsibilities

and Duties under

the Pension Reform Act

Trusts and Trustees have been exposed to significant legal
liabilities at common law to beneficiaries of the Trust. The recently
signed Pension Reform Act of 1974 which is effective January 1,
1975, for the first time by statute enlarges upon the liabilities of Trus-
tees, and most importantly places new responsibilities on Fidu-
ciaries" of Pension Trust and Employee Benefit Plans.

While the duties of the Fiduciary are enumerated in the Act
inclusive of breach by Co-Fiduciaries, it is abundantly clear that the
only appropriate safeguard to shield against these onerous liabilities
is through the purchase of effective insurance.

Actually each of our local At the present time. the solutions proposed by others as effec-
independent agents and brokers

in the United States can serve you as an
AAU branch office.

tive insurance have serious deficiencies.

We propose a systematic solution to the problem by the pur-
chase at a minimum of the following forms of insurance:

Your own agent is the one you see for coverage and claims... 1. Trust Reimbursement for Trustees, Fiduciaries and Pro-

the one you can trustto put your interest first. And, he's backed
by aviation-skilled underwriters and claims people in nine
strategic air centers and the stability and experience of the
nation's leading insurance companies.

fessional Administrators Liability Insurance,
2. Trustees, Fiduciaries and Professional Administrators in-
cluding Recourse Liability Insurance, and

3. Pension Trust and Employee Benefit Plan Errors and

) . Omissions Insurance.
The same agent or broker who insures your home, business

and other property can also insure your plane. Best of all, he
knows you. Ask him about AAU ... the nation's foremost
aviation underwriter for nearly half a century.

Please write for the necessary application-for this essential

insurance to:

ASSOCIATED AVIATION
UNDERWRITERS, INC.

90 John St, New York, N.Y

Thomas F. Sheehan, C.P.C.U. Ram H. Chandarana. A.C.1.1.

Atlanta - Chicago - Dallas - Denver - Detroit President

Vice President
Kansas City » Los Angeles - San Francisco

120 SOUTH RIVERSIDE PLAZA - CHICAGO, ILL. 60606
312/621-6511, 621-6495, 621-6493 - TELEX 25-3623



Clarification still needed between
two fiduciary liability approaches

NEVV YORK-Liability of fi-
duciaries who manage pension or
profit sharing assets can be inter-
preted two different ways under
the new pension reform act, and
the courts have yet to clarify
which approach will prevail.

ERISA has created a virtual
schism between the traditional
common law interpretation of
"prudence" which holds a fiduc-
iary liable for individual invest-
ment decisions within a portfolio,
and a more modern viewpoint
which says the risk of individual
investments should be weighed in
the context of performance of the
entire portfolio.

If buyers of fiduciary liability
insurance thought they could look
to the United States Labor Depart-
ment for some clarification of
these issues, they were wrong.

At a seminar here on the chang-
ing concepts of prudence and fi-
duciary responsibility, William
Chadwick, Labor Department spe-
cial consultant to the administrat-
or of pension and welfare benefit
programs, said the government
would not try to clarify the defi-

Construction

industry faces
tight market

NEW YORK-Risk managers in
the construction industry may face
a tight market when policies come
up for renewal, according to a
panel of underwriting experts on
contractor's equipment insurance

Because of soaring costs of re
placing equipment, "routine pol
icy renewals could stand a second
look,"” and "the extra premium de-
veloped as a result of a realistic
upward appraisal of values at risk
would far rmnore than offset sur-
vey costs," Robert H. Smith, prin-
cipal surveyor, Hull & Cargo Sur-
veyors Inc. told a workshop ses-
sion.

Mr. Smith was part of a panel
including spokesmen on the un-
derwriting, loss adjustment and
engineering aspects of contractor's
equipment insurance.

He said many future conflicts
over such items as true value, co-
insurance and depreciation allow-
ance can be avoided in the case of
a loss if an underwriter accepts a
risk with an accurately valued
schedule.

William L. Yocum, president of
:he appraisal firm of William L
Yocum Associates noted that if an
underwriter "got out and looked
at the equipment he is insuring, he
might lose a few accounts, but he'd
s ave a considerable amount of
money."

He cited the case of a steel-han-
dling crane being used in Greece
that severed a boom cord and
collapsed, resulting in a $65,000
loss. Added to the loss, he ex-
Elained were the costs of getting
replacement equipment from Mil-
waukee to Greece, the cost of re-
pair in an area of scant profession-
a. help and down time on the

Another panel member, Robert
Milsop, assistant underwriting di-
rector, Hartford Insurance Group,
commented on the high rate of loss
resulting from vandalism to con-
tractor's equipment.

He stressed that underwriters
should make sure that lock caps,
listed by manufacturers as option-
al are installed if equipment is
to be left in the open. -

nition of fiduciary responsibility.

Speaking before a group spon-
sored by the Financial Analysts
Research Foundation, Mr. Chad-
wick said:

"Any hasty or ill-considered
statement is bound to result in
unnatural shifts in trust assets
which will not be good for the
economy or for pension funds.”

Instead, the issues will essen-
tially be decided by the courts
over the next five years since it
is Labor's feeling that any further
regulation would be counterpro-
ductive.

The courts have already had
some cases involving portfolio di-
versification as a basis for judging
prudent investment.

Last year, the New York court
of appeals had a case, Bank of
New York vs. Spitzer, in which it
denied a "total return concept" of
fiduciary liability in which an
imprudent investment in one se-
curity might be offset by an over-
all gain in all investments held by
the fund.

The Bank of New York showed
losses on four securities, but in

the same period had gains from
other securities in the same fund

which exceeded the losses.
Although the court did not find
the bank liable, it held that: "The
fact that the portfolio showed sub-
stantial overall increase in total
value during the accounting peri-
od does not insulate the trustee
from responsibility for impru-
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dence with respect to individual
requirements. . . ."

As another speaker at the sem-
inar pointed out, however, the
court also looked at the context
of the overall portfolio.

Robert W. Murphy, of Schiff,
Hardin & Waite, Chicago, quoted
the following ruling from the
case: "The record of any individ-
ual investment is not to be viewed
exclusively, of course, as though
it were in its own water-tight
compartment, since to some ex-
tent individual investment deci-
sions may properly be effected by
a consideration of the performance
of the fund as an entity."

Three specific circumstances will
usually bring criticism and pos-
sibly even litigation charging lack
of prudence on the part of the
trustee, Mr. Murphy said.

The first would involve any
substantial loss to the trust by
reason of a particular investment
going sour.

The second would come up if
the trustee has not anticipated the
financial needs of the pension
fund, causing the fund to be short
of available funds when needed,
forcing the premature sale of in-
vestments for which there may
be a depressed market.

The third situation, although
serious, Mr. Murphy stressed was
still just a "possibility.” That
would be liability caused by the
performance of the pension fund,
including appreciation, being list-
ed at the bottom of various rating
agencies' comparison lists of per-
formance of a number of funds.

"As to the third type of liabili-
ty, a failure to keep up with the
outstanding performance of the
best pension trust managers, while
it might be a good way to lose an
account, it seems to me very ques-
tionable, short of outrageously
poor performance almost to the
point of gross negligence, that this
would create legal liability,” Mr.
Murphy said.

AT $30,000 A CRACK
YOUR NSINESS CAN'T

STANDIANY OFTHESE.

This one was about an inch long. In a
twenty foot length of heat exchanger
tubing. The kind of potential loss that's
rarely seen or thought about by most
risk managers and o-her executives
responsible for loss prevention and

OUT OF SIGHT, OUT OF MIND. Heat exchanger tubes incondensers,
chillers, generators, amd absorbers are rarely thought of as possible sourcesof
costlyaccidents.This section of %"tubing, worth about a dollar a foot, ruptured
and caused $30,000 damage to a 500 ton hermetic-type chiller unit. And that

doesn't include the cost of down time.

asset conservation.

Our job is to help make you aware of
virtually all sources of potential equip-
ment failure in your plant. And to pre-
vent losses, or at leas. reduce the risk of
loss, through preventive diagnosis.

Insuring heating, cooling, power pro-
ducing equipment, and other machinery
is all we do. We're the most experienced
boiler and machinery insurance com-
pany in the business. We inspect for our
own protection, of course, but you

benefit too. Nobody wants an accident.
Call us. Before it's too late.

In Atlanta, call Pete Peterson; in
Baltimore,-Bill Finlay; in Boston, Jack
Flodin; in Chicago, Dave Carlson; in
Cincinnati, Fred Voges; in Cleveland,
Bill Stewart; in Denver, John Cline;
in Detroit, Russ Driscoll; in Hartford,
Jirn Miller; in Houston, Otto Postma;
in Los Angeles, Walt Durell; in
Minneapolis, John Arenz; in New
Orleans, Bob Greeson: in New York,
Jim Thompson; in Philadelphia, Bill

Mount; in Pittsburgh, Chuck Fry; in
St. Louis, Bernie O'Connor; in San
Francisco, Jim Baas; in Seattle,

Charlie Marsh; in Syracuse, Dick Fish.

Let's talk

CALLUSBEIGREITHAPPEPIL
HARTFORD STEAI BOILER
INSPECTION AND INSURANCE

Home Office: 56Pr6spect Street, Hartford, Connecticut 06102

In Canada: The Boiler Inspection and Insurance Company of Canada: Head Office: Toronto
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Sullair Corp. models
its benefits after IBM

MICHIGAN CITY, IN.-The
Sullair Corp., undoubtedly one of
the nation's most paternalistic cor-
porations, has an employe benefit
program modeled after IBM's
benefit plan.

Sullair's e xecu tives consider
IBM's employe benefit program to
be one of the best in the country,
and Sullair's is comparable, ac-
cording to Gerald Seegers, vp of
finance at Sullair, a producer of
air cornpressors for tools.

Sullair's 600 employes receive
dental and health insurance (basic
and major medical), which are
self-insured, and life insurance
(accidental death and disability
included) through Bankers Life

Co. of Des Moines, la., which al-
so adrninisters the dental and

Group Marketing Dept.
120 Bloor Street East
Toronto, Ontario
M4w 1 88

*CROVWN

LIFEINSURANICE COMPANY

health insurance policies.

The health plan covers all hos-
pitalization and medical expenses,
and the dental program is $50 de-
ductible and takes care of every-
thing except orthodontic work. Al-
so included in the health plan is
a paid prescription -program that
provides employes with free drug
prescriptions.

The life insurance policy is
scaled according to salary-the
lowest salaried employe being in-
sured for $10,000, and the highest
salaried employe for $100,000.

All of these insured plans are
fully paid by the company, with
nothing deducted from the em-
ployes' salary.

Other major benefits at Sullair

are an employe stock ownership
trust (ESOT) and a cash profit
sharing plan. The employe stock
ownership trust was established in
late 1974 after a $1 million loan
was obtained from two banks, in
New York and South Bend, In.,
also the administrators of the
trust. Although the fund is tech-
nically a separate entity, Sullair
guaranteed the loan which pur-
chased 83,333 shares of Sullair
stock at $12.00 a share (market
value). Each year Sullair Corp.
makes a contribution to the trust
which presently has a balance of
$200,000. That $200,000, worth 16,-
000 shares, is allocated to all em-
ployes' accounts, and will' be given
to them when they retire from
the company. If an employe dies,
his heirs receive his shares; if he
leaves the company he receives
what he has vested in the trust
( 10% a year).

The cash profit sharing plan is
arranged so that each employe re-
ceives a limited amount of the

company's profits based on a per-
centage of salary or a percentage
of profits.

Sullair also provides a number
of extraordinary fringe benefits
including an assortment of free
athletic facilities, gas at 35 cents
a gallon, and 10% discounts at
two local supermarkets.

Although Mr. Seeger could give
no figures on how much is spent
on the benefit program, he esti-
mated that employe benefits-in-
cluding fringes-rank third on the
expense list, following material
costs and salaries.

Since there are few elderly
workers and the average age at
Sullair is 38 years, there is no pen-
sion plan. Only one worker has re-
tired from Sullair, and he is being
paid $150 a month with continued
health and life insurance. A reg-
ular pension plan may be decided
upon later but Mr. Seeger said,
"Nothing is on the burner at the

T R > EFr W aex a kL _ "~ -

Let's

assume

youvre

calling the

signals on your
company's pension
plan. You have to
score in two areas:

1. Your future

pensioners should get

enough to live on.

2. The cost of funding the
plan should be kept as low

as possible.

Maybe from where you're standing

the emphasis has to be the other

way around. Either way, Crown Life's
GUARD is the pension vehicle

which gains you the yardage you need.

You get:

1. High interest guarantees.
2. Low annuity purchase rates.

3 The better of the current or guaranteed
interest and annuity purchase rates.

4 Expenses either front-end or back-end, and

experience rated.

5. Optional administration and actuarial services.

d And if you're concerned with the adequacy of your
retirement benefits, why not let Crown Life's pension

specialists help you carry the ball? They're warming up on
the sidelines, waiting for your nod!

(This coverage not available to employers located in the state ot New York.)
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Still writing
Mmalpractice
in Oregon

PORTLAND,
Medical Assn. solved its medical

OR.-Oregon's

malpractice insurance crisis. Con-
tinental National American Insur-
ance Co. agreed to continue writ-
ing malpractice policies through
1977 at an average 31 % premium
increase for 85% of the state's 3,-
00O doctors.

Robert L. Dernedde, executive
director of the association, said
the agreement includes high risk
premiums of as much as $15,796 a
year, in the one year contract
which will be signed prior to May
1.

The high-risk category, with cov-
erages of $5 million, include ob-
stetricians, anesthesiologists, or-
thopedic surgeons and neurosur-
geons. Family physicians will pay
as much as $9,473 and doctors with
no surgery and an office practice
only will pay $1,340 a year for
$300,000 coverage.

The medical malpractice insur-
ance for the 1,800 doctors involved
will be written on an "occur-—
renee" basis. This type of policy
insures that a doctor covered by
a 1975 policy would be insured
against a malpractice claim filed
in later years for any malpractice
occurring during the policy year.

Most of the remaining Oregon
physicians are covered as individ-

uals by policies issued by St. Paul
Fire & Marine Insurance Co.
which writes policies selectively
on a "claims made" basis.

The medical association, accord-
ing to Mr. Dernedde, will ask the
1977 Oregon legislature for "sub-
stantial tort reforms to resolve the
malpractice insurance crisis on a
more permanent basis."

Early in 1975 CNA increased
Oregon premiums for its medical
malpractice insurance policies by
179 %, jumping the cost for high
risk categories from a prior $4,000
a year to $12,000 and nnore. -

Gov. Brown

calls for tort

system reform

SACRAMENTO, CA.-Assert-
ing that the medical malpractice
crisis is only a symptom of deeper
strains in the legal liability field,
California Governor Edmund

"Jerry" Brown has declared

"there is a need to reform the en-

tire tort system."”

"Our old rules are creating run- 1
away costs that will force us to re- ,

examine basic values about how
much risk we are prepared to ac-
cept, what level of compensation
is reasonable and who should
pay.," he told state legislators dur-
ing a brief, 11-minute state-of-
the-state address.

"No one person or group is real-
ly to blame" for the crisis in mal-
practice insurance premiums, he
continued. "It is a product of a
set of incentives that have now be-
come counterproductive. | think
we can solve it but only if those
affected are willing to sacrifice
and accept fundamental reform."

Since the beginning of the year,
Southern California doctors have
been staging a work slowdown to
protest gigantic increases in mal-
practice premiums. As a result of
that action, about 2,000 hospital
workers had been laid off as of
January 8, the eighth day of the
protest, and surgeries and patient
occupancy rates were reported to
be down dramatically. m



business insurance, February 9, 1976/17

Another call for reform

of tort liability system

SAN FRANCISCO-The chair-
man and president of Fireman's
Fund American Insurance Cos.
has called for a dramatic restruc-
turing of the nation's tort liability
system.

Myron Du Bain, chairman and
president of Fireman's Fund, told
a meeting of the Western Assn. of
Insurance Brokers that punitive
damages must be abolished.

"They amount to a confiscation
of property without due process of
law," he said, "since it is a civil
court that levies punitive damage
awards and not a criminal court
where constitutional rights can be
properly protected.

"These windfall payments are
clearly inequitable since the in-
jured party should be compensated
only for the loss," he declared.

Mr. Du Bain also advocated a
limit to general damages for pain
and suffering and mental anguish.
He maintained that these awards
cannot be objectively determined.

"Like punitive damages, they
become windfalls, particularly to
the heirs of the injured party,"” he
elaborated.

"Society cannot afford to pay
such high amounts to so many,"

he argued.

Attorneys' contingency fees al-
so came under attack by the in-
surance company executive. Mr.
Du Bain said that limits must be
placed on the amount of money
that lawyers can collect under this
arrangement.

Similarly, he proposed that the
collateral source rule be eliminat-
ed. "This rule makes it impossible
to point out to a jury that, of the
thousands of dollars in medical
costs demanded by the injured
party, insurance or the employer
has already paid most of it,"” he
went on. "The rule makes it im-
possible to point out that an in-
jured party did not lose any in-
come since he received a salary
during a period of disability."”

"It is plain that the collateral
source rule enables injured parties
to collect many times the amount
it takes to restore them to the po-
sitions they were in before their
losses," he said.

Mr. Du Bain also criticized the
adversary system, pointing out
that a full 30 % of each general
liability premium dollar collected
by an insurance company is spent
on legal defense costs. "We should
take a good look at the idea of
handling by arbitration many of
the matters now being resolved
through lengthy and expensive
trials," he urged association mem-
bers.

He suggested that consideration
should be given to such trial
streamlining measures as video-
taping of depositions and expert
testimony.

The insurance company execu-
tive, who early in his speeh pre-
dicted that the country is heading
toward economic breakdown, used
the physicians' strike in Southern
California to illustrate his fear-
some prediction. Doctors are strik-
ing, he said, becase the chances
are one-in-ten that they will be
sued for malpractice if they prac-
tice medicine. Mr. Du Bain said
that when physicians lose a law-
suit against them, jury awards can
rise as high as $2 million and, oc-
casionally, to $5 million to $6 mil-
lion.

"Consider the impact of just one
$10 million award upon a pool of
5,000 practicing surgeons and phy-
sicians in California," he con-
tinued. "The pure loss premium
alone would be $2,000 for each of
'he 5,000 doctors. And that does

ASSOCIATION GROUP INSURANCE PLANS

Design - Marketing - Administration

not include insurance company

operating costs, costly legal de-

fense or the smaller losses.” Professional Associations
Along with physicians, he said
that veterinarians, engineers and Trade ASSOClatlonS

architects are confronting rocket-
ing liability premiums. As a re- .
sult, he said that engineers and MUItIpIe Employer TrUStS
architects "are afraid to innovate.”

Liability insurance "now ac-
counts for as much as 10% of the
costs of some products," he added.

Mr. Du Bain isn't the only -
prominent Californian to call for Herbert L' Jamlson & Co'
reform of the tort liability system
this year.

In his state of the state address,

Gov. Edmund G. Brown Jr. told 90 Park Avenue

New York, New York 10016
Area Cede 212 - 490-7600

legislators that the tort liability

system has become counterproduc-
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SURE

we91 provide you with fire Insurance

But first, let's make sure you probably won't need it.

Our engineers work very hard with you to make sure you won't have a fire.
Then we design your insurance coverage to be the very best available any-
where. Just in case you do have a fire.

That's why you should have your coverage tailored-by Protection Mutual.

‘%4E"ESOTECTION MUTUAL @;EM

ame== Insurance Company
4 -4:111111:4. 300 South Northwest Highway, Park Ridge, lllinois 60068 - (312) 825-4474
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psychological and emotional re- dustrial disability:
WO rk CO p be n efitS a Se rve to sponse to it, and who function - The depressed patient De-
I I I I I l y within a social context which IS pression not only complicates re-
inevitably altered by the acci- covery, it tends to predispose in-
dent ™

- - dividuals to accidents In depres-

d ete r e I I Iotl O n a I Iy d ISa b I ed e I I I p I OyeS Individuals are sometimes whol- sion, inattention, poor visual-mo-

ly or partly responsible for an ac- tor coordination and low self-es-

NEVW YORK-Providing work- resulted from the emotional pres- He quoted from studies by cident, he continued, however, teem all contribute to accident-

ers' compensation benefits to emo- sure in his daily work as a mach- another physician which con- complicity in the causabon of the proneness and to poor response to
tionally disabled employes may act ine operator on an assembly line sidered why a number of patients, injury does not mean connivance treatment

as a deterrent to rehabilitation, ac- INn a more recent case, Butler especially those injured in 1Tndus- Though It does occur, far more - The hysterical personality

cording to one medical spokesman vs the District Parking Manage- trial accidents fail to improve often the complicity is unconscious Hysterical persons are suggestable

"Compensation often prevents ment Co in the District of Colum- within expectable periods of time, or a consequence of depression or and often characterized by a need

or prolongs rehabilitation,” Dr bia, the court ruled that since the or fail to improve at all anxiety, the doctor noted to dramatize themselves and their
Alan McLean, area medical di- company was unable to disprove a "Since the discomfort reported difficulties They usually resolve
rector at IBM told a meeting of the casual relationship between the by the pazient need not in any The chain of events following maJdor conflicts through the de-

Self-Insurers Assn in December employe's Job and a subsequent way, relate to objective physical an industrial disabillty produces velopment of conversion symptoms
"This is my concern,"” Dr Mc- mental disorder, workers' com- findings, the physician often leaps stlll another set of psychological that carry a symbolic representa-
Lean said, "that the workers' com- pensation benefits were apphcable to the conclusion that the patient, consequences, Dr McLean said tion of the conflict and its lesolu-

pensation statutes as they read to- and appropriate motivated by the hope of getting "Once the insurance company, the tion through a physical disability
day do not truly help many emo- some financial reward, is malin- state workers' compensation agen- - The dependent, immature
tionally troubled employes " "There is, | think, a very real gering,” Dr MelLean said cy and an attorney have entered person Many people never de-

The doctor cited two legal pre- danger in liberalizing the legal This is rarely an accurate assess- the picture, an uncomphcated re- velop the capacity to feel respon-
cedents for paying such benefits concept of 'cause’' to the point ment of the situation, he ex- covery becomes increasingly un- sible for themselves, to accept oth-
One was a 1960 decision by the where anyone can successfully plained "Accidents and injuries likely " er responsibilities and do not value
Michigan Supreme Court award- claim that regularly expected per- occur to individuals who have a The doctor gave the following self-sufficiency They rapidly ad-
ing compensation to an employe formance on the Job causes mental specific psychological set and emo- examples of the type of patient Just to a lower level of subsis-
for a psychotic illness said to have disorder," the doctor commented tional status prior to the injury, a who fails to improve from an in- tence once an accidental injury

provides them with the opportunt-
ty to assume to patient role

Custea-up tez1Mler *11 2,n36]Jmsm En:,757ansa Picanges: | Ihe peeudo selrsumicion:

person There are many people

- whose need to maintain self-es-

N O C©Z - N O Ova I I a pS - teem through work and other
manifestations of strength 15 1n

sharp conflict with a wish to es-

cape responsibility and be cared

for When this uneasy equilibrium

is upset by a period of enforced

o dependency created by indury or

illmness, they often have a pro-

b> longed %)‘nvalescence

e aging worker Construe-
tion workers and unskilled labor-
ers reach a point in their 405 and
50s where their work situation be-
comes increasingly intolerable

Mt Ther physical capacity for work
begins to decrease, the pleasure of
working is replaced by weariness,

= sore rnuscles and the fear of un-
employment A low level of ben-
4S. 4 . "6 =2+ f efit-funded security protects them
from the anxiety of attempting to

R _Fr#£ re-enter the labor nnarket
N i - The socio-pathic exploiter
J These are people who live by their
P wits They like action, which
ff, 3 means they tend to work in Jobs
where injuries are most hkely to
f; 4 occur For them, an injury can be
, used as a means to achieve guar-
anteed, though low level subsis-

tence
When malingering occurs, Dr
McLean said, 11 IS In this group
"These patients are not all malin-
gerers,” he added, "but they do
tend to exploit bona fide injuries
) to the hmit "

* ' ' Since industrial accidents are
7 el u | u mace |t0 re 4+ especially susceptible to psycho-
-J logical complications, the doctor
- e explained, it is unwise to assume
that patients who fail to recover
in the expected period of time are
malingering This fails to take

into account that accidents involve
Forexample, a Continental Insurance psychological, physiological, social

»» Comprehensive Business F’ollcy * and psychical environmental fae-

1 With it, all your different property, tors, he said
liabllity, and crime insurance policies They are further influenced
. . by the worker's relationship with
can be combined Into Just one policy- : - -
] . his employer, his physician, the
with one company, one premium, and claims adjustor of the insurance
one expiration date. company and the possibilities of

- It puts an end to your administra- financial reward and an escape
3tve nightmare from an unsatisfying work situa-

) And because itt custom-tailored to

Jj your company, it gives you the exact

Vlbe/4 coverage you need Without costly gaps Honorary member

. * ) and Overla S The Risk and Insurance Man-
TM4nCG tOI'e ) ) P agement Society (RIMS) named

James C Crristy, retired insurance
and pensions manager with Up-
It's easy to find Just see 9 John Co, its eleventh honorary

tion," he concluded -

For complete Information, call your
nearest Insurance Store

an agent listed under aiig-1 member Mr Cristy was chairman
) ) S; r . Continental Insurance in - YY 1 of the RIMS education committee
Whatever business you're in, you Jef i Thatecanbeanadmin- the Yellow Pages when the diploma program in risk
face a lot of different hazards «*S/ istrative nightmare And When you call 1oy manager‘r-1er1't was ins-tituted and
And to cover them, you probably /2/ result in costly gaps and over- ’ N, Vv was a p”I”C;F;Z'?ar;:’I\':ZC" of th:
. . . , t

carry a lot of different Insurance pol- ««aps in your insurance coverage program in create
taIIoring the Cristy Award to honor the
icies -with a lot of different companies But today there's a better way- Con- : O>=1 person receiving the highest grade
witf a lot of different premiums and a sider a custom-tailored business insur- C ti *| sSs average in the three exarns lead-
lot of different expiration dates ance package from The Insurance Store ontine nsumga ing to the associate in risk man-

teaturea at agernent diplorna

The Insurance Store is a service mark offhe Continental Insurance Company me 3/,Sm 3 053@* 33@OS

-Not available tri all states Terms and conditions vary in certain states
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Tbe polar bear can't belp
being endangered.

You can.

For years, tbepolarbearbas beer, hunted for its
trophy value. But recendy it bas been further
endangered A tbe exploitat.on of tbe natural

¥esources of its arctic environment.

Yousbouldn't bave to te tbe victimof a similar
disaster. You can improveyour chances of survival,
just by following tbe basic principles of loss control.

And tbat's wwhere Allendale insurance can belp.

Aut==Es:n

Allendale Insurance

Allendale Park, Lohrstzr.. Rhode Island 02919



PERSPECTIVE

Overview: Product risks for

the wholesaler-distributor

By ROBERT L. LARSEN

President

Larsen Corp., Des Plaines, 11.

Editor's note: MT. Larsen's remarks were
delivered at the 1975 annual meeting of the
National Assn. of Electrical Distributors.
MT. Larsen's company is an insurance bro-
kerage and insurance administrator for a
number of association insurance programs.

GGDRODUCT LIABILITY" broadly

1 means the legal responsibility of a
manufacturer or seller of a product to
compensate a consumer who has been
harmed by the product.

The laws dealing with your legal re-
sponsibility have been changing rapidly in
recent years and all of these changes have
tended to increase the product liability ex-
posure of firms engaged in wholesale dis-
tribution. Rulings by American courts have
greatly expanded the circumstances under
which a consumer can collect damages from
a manufacturer or distributor for loss suf-
fered as the result of a defective product.

The concept of products liability is not
new, but never before was it the subject
of such intense legal activity and in recent
years the concept has developed dramatic-
ally-even explosively. Today product lia-
bility is probably the fastest growing area
in the law and the various state laws are
constantly changing and expanding the con-
cept of "strict liability in tort” (which
means simply that if a person uses a prod-
uct for any reasonably intended purpose
and is harmed, he has the right to recover
from the seller of that product).

Too many distributors | have talked to
about this subject fail to grasp the signifi-
cance of the changes that have taken place.
So often | hear that "This firm has been in
business for 27 years and not once has been
sued for product liability”; or, "My sup-
pliers have provided a vendors endorse-
ment which covers me for product liability
if their products don't performi' or "I
carry liability insurance so | am fully pro-
tected."

There are so many fallacies associated
with these statements that | could spend
hours discussing them; but, briefly, let me
point out:

- Whatever has been the history of your
firm as respects product liability, forget it.
It's a whole new ball game. The legal con-
cepts we're concerned with here either did
not exist in the past or have so expanded
and accelerated today that they bear no
resemblance to historical legal thinking.

= The so-called "vendors endorsement”
continues to confuse just about all whole-
saler-distributors and most insurance men.
As best | can determine, a vendors endorse-
ment simply extends to the wholesaler-
distributor the product liability insurance
maintained by a manufacturer. The en-
dorsement is terribly fragile and by this |
mean there are so many things a W-D can
do to negate this protection that, as far as
| am concerned, the only value of a ven-
dors endorsement is the possibility of re-
ducing the cost of your own product lia-
bility insurance. To think that you don't
need your own product liability coverage
because your suppliers provide vendors en-
dorsements is almost like thinking you
don't need automobile insurance because
you're a safe driver.

- Those firms that do .45,y broad, com-
prehensive, high-limit products liability
insurance should be aware of those areas
of product exposure to which their insur-
ance does not apply. More on this later.

Today, a wholesaler-distributor (VW-D)
can be sued for products liability either for
negligence or for breach of warranty. The

negligence can be on the part of the man-
ufacturer and involve safety, product de-
sign. product quality, etc. over which the
W-D has absolutely no control. Here we
get into this theory of strict liability in
tort where a party is injured and has the
right to proceed against the seller of that
product who can be the retailer, the W-D
and/or the manufacturer. Unfortunately,
the incidence of major suits against W-D's
is in the ascendancy by virtue of the fact
that the W-D can be and usually is sub-
stantial, local, poorly versed in defense
techniques, and seldom maintains proper
records relating to salesmen’'s recommen-
dations and guarantees, age of products,
etc.

Aside from the negligence area, a W-D
can be sued for breach of warranty. This
doesn't have to be the W-D's warranty, it
can be the manufacturer's; but, again, the
W-D is "Johnny-on-the-spot." For exam-
ple if you say that a product meets certain
specifications and it fails to perform as you
stipulated it would, you could, at best, be
required to pay for loss of profits due to
production shutdowns, spoilage of raw ma-
terial, and on and on.

Or perhaps you recommend a particular
product and it proves defective and causes
personal injury or property damage and,
again, you can be brought to task. Suits in
this area are usually in the hundreds of
thousands and, many times, in the millions
of dollars. Please recognize that if you
modify a piece of equipment or if you do
the engineering on a commercial project,
you have assumed a new role since you are
now both the manufacturer and the en-
gineer along with being the seller of a
potentially defective product.

"IN 1965 THE AVERAGE AWARD IN
PRODUCT RELATED LAWSUITS WAS
$11,644-IN 1973 THAT HAD
JUMPED TO $79,940."

| could talk all day about hypothetical
lawsuits, but let me turn to the question of
product liability insurance and what it can
and cannot do for you. Too many W-D's
rely on product liability insurance to pro-
tect the firm from all third-party actions.
This, Df course, is a very fallacious and
dangerous assumption so rather than dis-
cuss what a product liability insurance con-
tract coes protect you for, let's look for a
moment at the risks you assume:

* First and most important of all is the
fact that there is no coverage for the ha-
zard oi doing business-the "business risk
concept." If the products that firms manu-
facture and sellers distribute do not per-

LIABILITY
EXPOSURES

Distributors of

electrical products
which typically

include consumer

lighting sales,
counter sales to

contractors, and

sales of bulk

supplies for large

commercial

projects. Each
operation can
pose product
liability exposures

for the wholesaler.

form as they were intended to; it is not
now, and | am sure never will be, the do-
main of the insurance industry to indemni-
fy manufacturers and distributors against
poor judgment, improper design, poor
workmanship, etc. Unless there is bodily
injury or damage to tangible property, any
other contingent loss is "your baby."

The expense of product recall, modifica-
tion, and replacement is, and | think prop-
erly, the problem of the firm that made or
sold a product that didn't perform as it
was warranted to. If we ever get to the
point where you could insure against pro-
ducts not working, we'll simply accelerate
the general trend toward poor workmen-
ship, inadequate engineering and poor
product safety.

- If the product sold didn't do its job,
the "contingent loss" that could evolve
could be staggering. Think of production
shutdowns, think of building modification
requirements; think of product recalls!
These are situations where the victim
used to cry and then call you to seek help
in remedying the situation. In the futurd,
the call will come from the injured party's
attorney and he won't be asking, he will
be telling.

This situation comes about as a result of
an exclusion in the standard product lia-
bility policy eliminating from coverage
losses due to error in plan, specification,
design or formula. | know of one bearing
distributor who sold a roller bearing that
broke down during operation causing a
major production shutdown and the dis-
tributor is facing a $350,000 uninsured loss.

Another problem just coming on the
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horizon is the "hold harmless trap"” Buy-
ers for a number of major retail concerns
have come up with a new ' condition of .
sale" gimmick which is loaded with po-
tential trouble. This is the "hold narmless
statement" in which the vendor (manu-
facturer or distributor) is requested in ef-
feet to guarantee to indemnify the cus-
tomer for virtually any loss, damage, or
injury connected with the use or sale of a
product. It threatens to fix the noose
around the vendor's neck more tightly than
ever in terms of product liability.

While this practice isn't widespread yet,
I am convinced i. is catching on fast. The
organizations | have seen employing it are
national and very influential in the mar-
ket place. You had better be forewarned
tha: you can expect major customers to
request a "hole harmless agreement” .rom
you, and | warn you to avoid doing so if
at all possible.

The biggest nightmare associated with
this new trend is :he effect it will have on
your insurance |,lost liability poliv. es in-
clude only incidental "contractual liabil-
ity." In other words, any risk you assume
by contract {otner than routine rental and
lease arrangements, etc.) will usually not
be covered by your liability insurance.
"Broad form blanket contractual lia Di. ity"
coverage is a recommended additon to
your liability insurance. If you sign a nold
harmless agreement, and it's not civered b>
contractual liability insurance, you may bc
putting yourself in jeopardy throuih ex-
posure to an ur.insured loss. The best ad-

Continued on following page
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PERSPECTIVE

Product liability risks . .

Continued from preceding page But you say, ~what does this mean to -r

vice for now, pending further legal review, me? Plenty' It means rates are going up.

is* Don't sign a hold harmless statement if It means businesses in "marginal” areas, 1

you can avoid it, and don't sign it under firms with big trucking or product liab-lity

any circumstances before consulting your exposures are going to see rates go through

attorney and insurance consultant If an the ceiling and in many instances policies

important customer insists on such a state- cancelled at renewal As an example, we've r

ment, have your attorney draw up the already seen one distributor in New York

agreement and include installation and have its general hability insurance costs

maintenance conditions, proper inspection go from $15,000 to $80,000 at renewal. In

procedures, etc recent weeks we've seen umbrella liability
There were roughly 50,000 product lia- premiums lump 300% and 400%.

bility suits in 1963, 100,000 m 1966, 500,000

in 1971; and It IS estimated the number will Why such shocking increases? Well, the

20../.Ma.Am
Fhatl | B |

n ) An electrical equipment wholssaler hcndles bulk contracting supplies
top one million in 19751 ability of any insurance company to write

In 1965 the average award in product business (assume risk) is controlled by an going to ha.re to assume the leadership in s *,ing threatens to loosen It from its
related lawsuits was $11,644-in 1973 that allowable statutory ratio between the ha- bringing ou- Judicial process back to some- mounting'
had Jumped to $79,940' In 1965 some 43% bilities they assume and their capital and thing ap=reaching reality. Consumer ad- The thrust of what we have been dis-
of judgments went to the plaintiff, in 1973 surplus As the safety margin shrinks, the vocacy, multimillion dollar personal in:ury cissing is that a new danger has arisen
that had risen to 54% insurance company starts to cut back on awards, pur itive damages, etc, all seer to that requires the special attention of top

December 1975 marked the end of the new risk assumption 1974/75 have clob- have a pos-live effect on our nation and ItS management The greatest experts on this
worst two-year period in the history of the bered the capital and surplus of most com- people Bit if in the process of redressing siblect are the heads of wholesaler-dis-
insurance industry. Some can point with panies; hence, the rate increases (sc in- some very real :orporate abuses, we in- tribution firms that have Just been sued for
pride to the solvency of the industry as a surance companies can afford the higher stead in:er-upt the stream of commzrce hundreds of thousands of dollars

whole since there have been few outright reinsurance costs) and the cancellations and brn:g financial ruin on business-len Why not become an expe-t before that
insurance company failures, in spite of the Add to this dismal picture the alarming and professionals-then who will have tappens Here are some of the steps you can
worst underwriting losses ever. It seems statutory increases in workers' compensa- won? take.

that 1974 -75 has seen the three external tion benefits (50% cost increases in some - Make certain you have =road product
factors that can hurt a casualty insurance states), the runaway inflation in the h2alth | think we're at the point where an en- Lability protection written :hrough a re-

company all occur at the same time. Infla- care delivery system (much of it due to in- lightened Judiciary/bar can arbitrate be- liable insurance company by a knowledge-
tion' Stock Market Isses' Underwriting credible increases in malpractice insurance tween John Q Cit.zen and the corpora:ion. able agent or broker.

Lossest (the result of bloody price conn- costs for hospitals and physicians) and you If, instead the lidiciary/bar sides witt the - Keep careful records as to iterns pur-
petition of 1971-73) start to sense the impact this could have on so-called '-consumer/' then the sad trend | chased.

One insurance company after another is your P&LI Remember the New York dis- relate to you will continue until insurEnce - Caution your sales personnel not to
reporting underwriting losses in the tens tributor-what would a $65,000 increase in becomes too expensive, and self-assump- overstate the capabilities of the items you
and some in the hundreds of millions. All- insurance costs do to your bottom line? tion of czrporate and personal liability will, sell.
state, State Farm, CNA, St Paul Com- How long can this continue-how high at that pint, be unthinkable Then, where - Contact your insurance zompany and/
panies, Travelers, Hartford, the hst goes can insurance premiums go? The primarly are we? or legal counsel immediately following no-
on and on concerning the staggering losses answer hess, of course, in somehow control- The Ir endulurr swings and never szems ilfication of a posmble product liability suit.
reported for fiscal 1974 11ng inflation. Also, the American Bar is to stop itt the middle of its arc. L s current - Pray a lot

u L] L] L] panies wing with each other for the bum-
ness ava.lable would virtually assure the
populace of the lowest price, most recent

, innovations, and availability of the product

Al serious problem confrinting carriers

u u u today is that the increase in reserves for

r t n rI n I n tr I I I loss is occurring more rapidly than the In-
crease in underwriting income while,

simultaneously, surplus is declining This

situation portends decreasing capacity of

By ROBERT C. TUETING with the soaring cost of claims and settle- titive arc thus forego direct regulaticn for carriers to provide protection and if con-
College of Business ment of claims at prices (rates) established a pel-icd of time That might perm.: the tinued the populace will suffer via greater
Colorado State University in a prior period structure of rates to realistically antizipate difficulty in acquiring needed protection

The fundamental feature of insurance re- inflation at a more deadly level in tt.2 fu- The obvious "involuntary" alternative
muires stability of the dollar during a peri- ture, if s.Ich anticipation is possible and would be for companies to continue to func-

od of years When the industry is in the tolerable, and thus provide more funds to tion but in a manner that would pose a
I NFLATION OF THE virulent "vintage unfavorable position that premiums collect- cope with it threat to solvency and stability. In that

prevailing today produces a variety of ed do not provide a reserve adequate Under this system the forces of cempe- situation if increases in rates were not
consequences that render difficult the enough to pay losses, the resulting finan- tion wou.d be allowed to control rates forthcoming companies woild of necessity
maintenance of a stable environment for cial constraint threatens the ability of car- When decreases in prices required Lower reduce the quantity of business and some

Fort Collins, Colorado

Insurance mers to provide protection to the populace rates, the rates could be reduced in> would not survive
The property and habihty insurance areas mediatel>. When increases in prices re-
are acutely susceptible to the devastating In a period of "airborne" inflation, con- quired nigher rates, the rates could be ad- The use of deductibles is impaired by

effect of rampant inflation This is because servative pricing of insurance is not suf- Justed at once and without any restnction inflation because the amount of claims la
premiums are accepted currently to pay for ficient to provide the needed balance be- as to tlie availability of insurance ]n any frequently m excess of the deductible That
claims that will occur in the future when, tween income from underwriting and costs case(s) of aberration where a rate was de- increases the total payment of claims and

if the profligate antics in Washington con- of claims To cope with the ravage of in- the cost of operation of companies which
tinue, the value of the dollar will be much nation, "major surgery of rates looms as increasingly impairs the abillty of the in-
less than It IS today. That will severely more of a necessity For example, a sliding THE ABILITY OF THE INSURANCE dustry to operate in a financially secure

complicate the abillty of the insurance bum- scale of rates might be considered by reg- INDUSTRY TO SURVIVE THE RECK- environment Deductibles should be ana-

ness to estimate how many dollars will be ulatory authorities whereby within sggcific LESS ASSAULT OF INFLATION IS lyzed, reviewed periodical_y, and adjusted

needed for future delivery of its service in limits of perhaps 5%-10% rates could when conditions warrant Perhaps a sliding
WANING STEADILY.

the effective management of claims increased or decreased by the carriers to scale could be established to "index" de-
A schedule of rates may appear to be cope with inflation as the level of the CPI ductibles to cope with fluctuations m the
adequate at a particular time. But they may fluctuates structipe discriminatory, or excessive, the CPIl index and thus render the use of It
prove to be Inadequate before adjustment This "indexing” would relate rates to the regulatory authority would contair com- more realistic in a period of insidious in-
can be initiated to provide for the accel- cost of living and render them more realis- plete power ti suspend or disapprcve the flation This might result in fewer claims
erating prices of things-soaring bills for tic to it. While this is not m any manner rate exceeding the deductible and reduce some-
medical care, compensating an injury, and intended to serve as a gimmick i: might Comps<€titively responsive rates _sualb what the operating cost of companies
destroying or damaged property-for which provide some ephemeral relief and conse- result in greater availability of insurance The ability of the insurance industry to
insurance indemnifies quent easing of pressure on the dechning and grester satisfaction by the publb with survive the reckless assal-It of inflation is
During a period of galloping inflation to reserves of many companies today. Neither the qgiality of it waning steadily Some of the factors dis-
calculate probabihties based on previous is it Intended to be a panacea because the cussed herein may enable the Industry to
losses incurred during a period of years in critical need is to eliminate inflation and The choice is not between regulation temporarily cope with it However, unless

the past can be vastly Inadequate for the then the current system of pricing insur- alone and competition alone to protect the the Industry relentlessly bombards the ad-
actual losses as they occur. That is the sit- ance would be as effective and adequate popukee Bob are available and shculd be ministration and congress with incessant
uation today-the gap created between the as it was prior to the devastating inflation used in combination For competit>on and demands that profligate spending be slashed
payment of claims actually experienced and plaguing the nation. regulaton to reinforce each other to the drastically, any palhatives, remedial action,
premium income on the other side To prevent insurance from becoming maximum in manners relevant to current naught A sane and stable fiscal policy is

The insurance industry, unlike other in- another commodity the supply of which is conditios, the time is propitious t- allow imperative for a vigorous and financially
dustries, does not enjoy freedom of pricing Inadequate to fulfill the demand for it, compst.tion to function with less restraint or anything done by the industry to en-
It cannot pass on to the insured the 17- regulatory authorities may wish to consider upon fte market price of insurance. Compe- dure Inflation will be futile and for
creased costs of operation and must contend "temporarily allowing rates to be compe- tition 13 the market with hundreds zf com- healthy insurance industry -
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We won't claim there's a simple solution
to all business cash flow problems.
But...Northwestern National Life has
developed a number of unique
insurance plans designed to eliminate
the age-old dilemma of over-col/ecting
premiums, then returning them at the
end of the risk period. We call them
our "Cash Flow Concepts:"

Experience Rated Life Plan
Retrospective Premium Plan
Minimum Premium Plan
Administrative Services Only Plan
Stop-Loss Insurance Plan

with Self-In

Securities in Lieu of Reserve Plan

Extended Grace Period Plan

Northwestern National Life offers

all these cash flow plans in countless
combinations and variations. And,
more importantly. we offer a good deal
of experience implementing them.

So you get the maximum dollar impact
on cash flow. Managing cash flow

can get complicated. And that's where
we can be of real help. Just write

or call:

Al Benson

Northwestern National Life

Insurance Company

Box 20

Minneapolis, MN 55440
(612) 372-5350

NORTHWESTERN NATIONAL

LIFE INSURANCE COMPANY

HOMEOFFICE - MINNEAPOLIS. MINNESOTA

Just u rite and u e'll .end , <,u a full-c,1,r 1 20 ' b# 23" 1 Cash Flow Chart !
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Rates may be more competitive it law is repealed

NEVV YORK-Repeal of the
McCarran-Ferguson Act of 1945,
which now grants immunity to in-
surers from federal antitrust ac-
tion, could be "one of the few
healthy insurance developments of
1975," a former Federal Insurance
Administrator said.

It could result in a true compe-
titive rating system across the
country by eliminating the tradi-
tional roles state regulators have
played in premium rate setting, he
noted.

Speaking before the annual

meeting of the Insurance Informa-

tion Institute, on January 20,
George K. Bernstein explained to
industry representatives j ust how
the repeal proposal now before the
Justice Department could impact
the property/casualty business.

Although he has been on both
sides of the regulatory fence, as
deputy insurance superintendent
of New York as well as former
Federal Insurance Administrator,
Mr. Bernstein, who now practices
law privately, was unsparing in
his criticism of inept and political-
ly ambitious regulators.

He blasted the National Assn.

The Spirit of
Independence

of Insurance Commissioners for
skirting the issue of political rate-
making over the years, and
charged that the short tenure of
insurance commissioners-said to
average less than two years-ac-
counts in part for less than pro-

fessional performance.

"Judging by results, the first
question asked by too many in-
surance departments is not 'is the
filing accurate?' but 'how will the
legislature and the public react to
an increase in premiums?' "

Regulators who didn't know

,- The Wagonmaster

4 frideR >

v

17" 11t A :
r i >

what they were doing when they
suppressed premium rates were at
least partly responsible for losses
in the property casualty business-
es' worst underwriting year in
memory, Mr. Bernstein told the
audience.

He said it should be no surprise
"that coming off a year which
produced more than a $4 billion
property/casualty un derwriting
loss, many many carriers who pre-
viously would have rejected any
talk of even the most minute in-
trusion by the federal government

are at least listening with interest

© GDM-1 76

Alone he made the decisions that affected his livelihood and his life. His was the spirit to

survive, to succeed, to excel on his own. His was "The Spirit of Independence."

This spirit is reflected in the independent insurance agents who represent Grain Dealers

Mutual Insurance Company. They also represent a number of other insurance companies. So
to earn the business of the independent agent, Grain Dealers Mutual must offer him signifi-

cantly better products, service, and assistance. Our success depends on his success, which de-

pends on your receiving the right coverages for

your dollar and your needs.

Grain Dealers Mutual believes in "The Spirit of Indianapolis 46202 - Omaha 68102 Greensboro, NC 27405

San Francisco 94104 / Member: Improved Risk Mutuals
Food Industries Federation of Mutual Insurance Companies

Independence.” You should too.

55; GRAIn DEALERS mUTUAL

infurance compang

to the proposals now being dis-
cussed in Washington.”

Although Mr. Bernstein later
admitted he was personally aware
of only one carrier currently pre-
pared to accept the Justice Depart-
ment proposal, he predicted that

. the construction of a work-
able mechanism to substitute anti-
trust enforcennent for rate regula-
tion is a real possibility and in the
absence of equitable and essential
rate relief at the state level may
well attract a growing number of

advocates.”

Again and again, Mr. Bernstein
stressed the importance of com-
petitive rating for insurers' eco-
non*e survival.

Under the regulatory climate
today, while the McCarran-Fer-
guson Act is still in effect, the
competitive rating movement has
come to a virtual standstill. All
but 17 states still require prior
approval of rates by insurance de-
partments, and practice what Mr.
Bernstein called "ratemaking by
public debate."

Warning that without adequate
rates a cycle of insurer insolven-
cies is a certainty, he continued:
"It is in this context that we look
at the implications of repeal or re-
vision of Public Law 15. We should
not be afraid to consider any pro-
posal unless we accept the current
regulatory system as the best of
all possible worlds."

Mr. Bernstein's speech however,
was not an across the board en-
dorsement of repeal of the Mc-
Carran Act. He has some serious
reservations, for one thing, about
the Ford Administration's grasp of
the situatién, its deference to state
autonomy, and the likelihood that
the opportunity to present the ad-
vantages of competition over reg-
ulation will be lose to election
year rhetoric.

The Justice Department also
came under Mr. Bernstein's criti-
cism. "The failure of Justice to
appreciate so basic a fact that in-
surers today believe that competi-
tive ratemaking is in their own
economic interest, is enough to
give one pause in weighing the
wisdom of legislation that might
subject the industry to more ex-
tensive antitrust regulation.

"Unless the realities of the in-
surance business are fully under-
stood by those who would con-
struct the regulatory system, there
is no assurance that the industry
would not end up in a more vul-
nerable position than it currently
occupies.

"Moreover, the complexities of
any antitrust deregulation package
are monumental at best. Such vital
issues as pooling of large risks,
reinsurance, sharing of residual
market exposure, and delineation
between compilation of statistics
and the antitrust concept of action
in concert, require precise and ex-
plicit treatment,” Mr. Bernstein
said.

With those reservations, and
reservations about the Ford Ad-
ministration's position on antitrust
and deregulation, the former Fed-
eral Insurance Administrator said
he hoped no major insurance legis-
lation will be introduced in Con-

gress this year. -

TPF&C acquires firm

Little, Church, & Chapin Inc.,
Pasadena, Ca., was acquired by
Towers, Perrin, Forster & Crosby,
an actuarial consulting firm, on
January |. TPF & C has 17 offices
worldwide. The principals of Lit-
tle, Church & Chapin joined
TPF&C as principals. Formerly,
they were partners of Coates &
Crawford, successors to the firm
of Coates, Herfurth & England.
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You think big. Wethink big.

There's virtually no construction operation that to handle jumbo risks. Up to millions of dollars A -
. , i . , i merican Home
American Home won't consider for Builder's Risk capacity. Plus the diversity of experience that
meurance Assurance Connpany
; enables us to price our risks competitively. Dept. 81075 102 Maiden Lane. New York. N.Y. 10005
From cloud-scraping buildings to underwater And one thing more: Our engineering Please send me information about your Builders Risk In-
tunnels. specialists are @-r engineering specialists. On staff. 1 am also interested in receiving information about the cover-
. . . . ages indicated below.
From missile bases to sewage treatment Not free lancers. They're heavily experienced and El Commercial Multi-Peril . D Pipelines
plants. strongly motivated to improve your risk. [3 Contractors Equipment ~ C ED.R
Highways, utilities, liquid natural gas We'll even think small, if you wish, Because, nName
storage facilities-all of them are king-sized projects,  if necessary, American Home is ready to consider Tite
and all of them can involve king—Sized risks. Covering just part of a major construction project’ Compan-v
That's one reason why so many contractors as well as the entire project. . Aw- _:.
-through their agents and brokers-are turning Send the coupon today for more in formation. rily o 7ip

Llae-Z#Q).U_-_- -

to American Home. You'lllike the way we think.

We've got the kind of capacity that's needed 1 mMeeranerintematinoni GTOUp

We welcome inquiries from gny licensed agent or broker. You don't have to be a regular producer to place business with American Home.
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Benefit plan reviews
by agency to increase

WASHINGTON-Employe ben-
efit officials should brace them-
selves for a Labor Department
much more active in reviewing
and investigating pension and oth-
er employe benefit plans.

Ford administration budget es-
timates predict that the Labor De-
partment will conduct 32,000 re-
views and investigations in the 12
months ending Sept. 30, 1977.

That is still a small portion of

the thousands of such plans in the
country, but is a major jump from
the 3,700 such reviews of investi-
gations predicted for the 12 months
ending this June 30.

In the ten months after enact-
ment of ERISA in September
1974, Labor reviewed or investi-
gated only 87 plans.

The painfully slow startup of
the Labor Department pension re-

form program is also reflected in

Market

the fact that it spent only $3.2
million on pension reform from
Sept. 2, 1974, when the bill was
signed, until June 30, 1975.

For the 12 months ending this
June 30 the Labor Department ex-
pets to spend $17.2 million.

And for fiscal year 1977-which
won't begin until this October 1
under a new federal budget cal-
endar-Labor predicts costs of
$20.8 million.

The Internal Revenue Service
-the other agency charged with
supervising private pensions-ex-
pects fiscal 1977 costs to reach
$30.4 miillion, up from an esti-
mated $27.7 million in the 12
months ending next June 30. a

Tightening Up?

It will pay you to consider IRM. We
have the capacity to write from
$150,000 to millions on a wide range

of commercial property risks. Each
risk is considered on merit-whether

it is sprinklered or non-sorinklered,
protected or unprotected. combusti-
ble or non-combustible. You get the
advantage of a single policy with one
company-backed by over $21/4 bil-
lion combined assets of 17 strong
Member Companies.-

today.

CONTACT A MEMBER COMPANY: American Manufacturers « Central Mutual
Consolidated Mutual - Employers Mutual Casualty - Grain Dealers
Indiana Lumbermens - lowa National - Lumbermens Mutual Casualty
The Lumbermens Mutual - Merchants Mutual = Michigan M llers
Michigan Mutual = Millers Mutual - Pennsylvania Lumbermens
Pennsylvania Millers = Unigard Mutual - Utica Mutual

Call one of our Member Companies

15 North Broadway
While Plains. N Y 10601

Atlanta - Chicago. Dallas

Detroit - Greensboro

Los Angeles + San Francisco

Surpluses dropped to
$2 billion in 1974

NEVWV YORK-A study of the
financial position of 10 fire-cas-
ualty companies showed that their
combined policyholder surpluses
had dropped from $4.9 billion at
the end of 1972 to less than $2
billion at the end of September,
1974.

Theodore J. Newton, Jr., vp of
Blyth Eastman Dillon & Co. Inc.
presented the study at the annual
meeting of the Insurance Informa-
tion Institute, as evidence too
many carriers have been operat-
ing with an unhealthful equiili-
brium between premium and sur-
plus.

He cited as the most serious
problem of the insurance business
the industry's absorption of rec-
ord underwriting losses over the
past two years at a time when its
financial position was eroding.

At 1972 yearend, the ratio of
premiums to policyholder surplus
was 1.6 to 1 for the firms in Mr.
Newton's survey. That is, there
was a dollar in surplus for every
$1.60 of premium.

But by Sept. 30, 1975, the ratio
rose to 3.8: 1, with the surplus
seriously low for the amount of
premium written, Mr. Newton
demonstrated.

To put the figure in better per-
spective, he said:

"If you're writing 4 to 1 and
you have a 10% underwriting loss,
that means you will suffer a 40%
loss in capital surplus.”

Any surge in premium volume
will put a further strain on sur-
plus, he added.

"In 18 months, the industry lost

a1

4 'ClL<

all the capital surplus it had ac-
cumulated since 1960," the Blyth
Eastman Dillon vp declared.

With the single exception of the
Citizens Home Insurance Co., Mr.
Newton said, no fire-casualty com-
panies have been able to raise
capital. Attempts to sell holding
company debentures failed, and
the indications are that only about
eight or 10 insurance companies
could raise any capital at all to
improve their condition, he said.

The companies in the study pre-
pared by Mr. Newton included In-
surance Co. of North America,
Aetna Life & Casualty, American
Reinsurance, Continental Insur-
ance, Government Employes In-
surance Co., Ohio Casualty, Safe-
co, St. Paul Fire & Marine, The
Travelers, and United States Fi-
delity & Guaranty.

Their total statutory underwrit-
ing losses for the first nine months
last year were $686 miillion. m

UAVV criticizes Blues

United Auto Workers (UAW)
vp Douglas Fraser recommended
to Michigan Insurance Commis-
sioner Thomas Jones that Michi-
gan Blue Cross/Blue Shield should
not be granted the 35% premium
increase it requested. Citing hard-
ships for unemployed union and
non-union families plus "outrag-
eous hospital cost increases,” Mr.
Fraser called for "real reforms,"”
noting the Blues "have given no
justification for'a 35% raise . . .
(when) national medical care
costs will increase about 11% or
12% in the coming year."

i he Prudential Insuranck Company of America

» Prudential
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And, on March 8, 1976, BUSINESS INSURANCE will be
will be even more international as it publishes its
special INTERNATIONAL INSURANCE/RISK

MANAGEMENT issue.

This all-mportant issue will focus, on the protection of
Eeople and property abroad. It wil provide you with a
|st|n|g of international services and specialists

available to risk, insurance and beneft manaﬁers with
problems to solve and programs to establish.

Included in this listing will be a directory of property
engineering, risk management consutting, captive
management, brokerage or insurance facilities in
countfies outside the U.S.. excess and surplus lines

X p
insurance and brokerage faciliies in foreign countries,
and the names of reinsurance sources.

Other topics to be covered with an internationallrisk

management angle are:

+ Joint ventures established with Japanese firms.
» Trade agreements with Red China.

+ U.S. manufacturing operations in Eastern Bloc
countries of Europe and in the Soviet Union.

» Expanding interests in the Middle East.
 The influence of London and Japanese insurers on

world markets.

When we report, the insurance world reads.

YR AL RGNl

UNAL I ISSUE W||Freach nearly
100,000 risk, financial and emploké

e benefits executives
as well as the thousands of brokers and consultants
serving their needs.

Hos BloSE ok PeaRURY 2.

the newsmagazine that JUSt had to be.
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sue this type of program, the for the doctor's visit or consulta-

Commissioner explained, "when tion with a specialist which pro- Ag reeme ntS ,

you see how health care costs are duces the initial recommendation

increasing He also cited a study of non-emergency surgery How- .

hope of even a minor containment done by the New York Times ever, once such a recommendation Nnot insurance
Delaware's state employe health of cost, they feel such a program which discussed deaths resulting is made, the plan will pay for a

plan, with 23,000 subscribers, cost might warrant a trial in this from incompetent and unnecessary second medical omnion to test the

the state "in the neighborhood of state.” surgery. validity of the first

$42 million,” Mr Olsen said In New Jersey, foot dragging on "l can also see how seeking a o
The state's current contract the part of the Blues IS frustrating second opinion on elective surgery The program will be expanded LOS ANSELES-Indemnifica-

with Blue Cross and Blue Shield the insurance department's at- could, m the long run, help ease this summer to Include approxi- tion agreements, and not fiduciary

of Delaware Inc. expires June 30 tempts to establish an elective the malpractice crisis," Commis- mately one million Blue Shield liability insurance, should be the

"and we've already gotten indica- surgery consultation program. sioner Sheeran noted "If you subscribers in the 19 county cen- "first layer of defense" for indi-

tions from Blue Cross that they could even eliminate 10% of un- tral Pennsylvania area which is viduals named as retirement plan

will be seeking increases in the "Our board has instructed the necessary operations, you're cut- serviced by Capital Blue Cross fiduciaries.

upper 20% range," the director of staff to explore the possibility of ting down on the number of po- "We will soon have the broad-

insurance noted

Unnecessary surgery -

Continued from page 1

respond first

Frederick J. Robbins, an attor-
a voluntary second opinion on tential malpractice situations that est based, most definitive study of ney with the Boston firm of
A group health insurance com- elective surgery for some of our occur m hospitals unnecessary surgery ever under- Goodwin, Procter & Hoar told an
mittee comprised of Delaware's large, experience rated groups," a A test program which began in taken in the U S," said Robert ALI-ABA (American Law Insti-
Insurance commissioner, person- spokesman for Blue Cross of New Pennsylvania in January is giving Archer, director of health policy tute-American Bar Assn.) semin-
nel director, treasurer and budget Jersey said. "several thousand Blue Shield and operations at the insurance ar, held at the Ambassador Hotel
director has undertaken a study But according to New Jersey In- employes" the opportunity for a department here, that he IS cautious about the
of means to contain the costs. surance Commissioner James J free second medical opinion when "We will have facts rather than value of fiduciary liability insur-
"The committee does not be- Sheeran, "the time for study is elective surgery is suggested ac- specul ation about how much ance.
lieve it can compare the experl- long since passed It's time for ac- cording to a spokesman for the in- money, if any, might be saved © offered as one reason for
ences in New York against what tion surance department. through a more careful prelim- his caution the termination pro-
might happen in Delaware," a "l don't think any responsible In keeping with its current inary evaluation of proposed sur- visions in fiduciary liability poh-
spokesman said "However, in the person has any choice but to pur- policy, Blue Shield will not pay gery. - cies These policies are usually

- The most up-to-date "how to do it" working tool for financia)

officers, risk and insurance managers of corporations, and
others involved in the field of risk and insurance management

risk maagement
re po r_ S from 1,"l1aill.= limmi-

written on a claims-made basis,
he pointed out, while ERISA car-
ries a three to five year statute of
limitations

The attorney indicated that in
his view there are "big gaps" in
many fiduciary liability policies.

Noting that directors' and offi-
cers' (D&O0) liability insurance
underwriters have assumed the
position that these policies do not
cover fiduciary liability, Mr Rob-
bins pointed out that ERISA does
not prohibit indemnification.

"Indemnification agreements are
contracts under state law and thus
they are not affected by ERISA,

he asserted.

Risk Management Reports are published bimonthly by Business and their staff-who are risk management consultants-with both
Insurance and cover-In-depth-subjects pertaining to the following large and small companies and institutions In the U S and abroad
four major risk management categories

0 Exposure Identification/Risk Analysts | Risk Control

Risk Finance

The editor of Risk Management Reports is H Felix Kloman, prest-
dent of his own consulting firm. Risk Planning Group. assisted by
Myrna S Briskin. assistant editor. and an editorial advisory board in-
Each report Is preceded by a Current Comment section with notes on cIuding_ the following experts Thomas G Briggjn, TSk Planning
ideas and subjects of current interest The format is 81/4" x 11, Group, Edgar S Clark, Alexander & Alexander,"JJean-Paul Decot-
looseleaf three hole punched for ease of filing In an attractive loose- tignies, Risk Factoring, SarL. Peter Downes. American Trading &
leaf binder which will be mailed to subscribers with their first report A Product,on Corporation. Paul B Ingrey. Prudential Reinsurance Com-
cumulative index Is prepared annually and the length of each report is pany. Peter Law. U S Industries. Stanley R Tarr. Rutgers University,
30 to 40 pages permitting thorough analysis of each particular sub- Stefan J Valovic, Kaiser Aluminum & Chemical Corporation ©ther
ject Emphasis Is placed on developing practical working tools for the experts from insurance companies. brokers and safety consultants will,
risk manager, drawn largely from the continuing contacts of the writers from time to time, participate In the preparation of specific reports

Among the many different subjects to be treated individually by
forthcoming Risk Management Reports are the following:

Risk Management Administration

0 Captive Insurance Companies An annual review of captive
insurance companies with an up-dated list of captives and their
parents Review of captive management companies in Bermuda
Trends in the captive marketplace

0 Self-insurance of Workers' Compensation Reasons for this
growing trend A complete review of the regulations in each of the
50 states Identification of those firms capable of assisting in claims

administration

management process7 identification of potential hazards How
should they be covered?

The Risk Management Function tri Management Given the
evolution of the risk management function-from clerk to buyer to
manager-where should today's risk manager belong in the
organization of his companyi Who should he report to and who
should report to himi What administrative scope should his function
encompassi

Risk Management Cost Allocation An effective risk management
program should be understood and Implemented at the operating
unit level How do you allocate "cost-of-risk" to the responsible
operating unit? Cost allocation as a function of risk control

0 International Risk Management-ex-Europe Survey of risk
management developments in Asia, Africa and South America

Natural Hazards How do you factor natural hazards Into the risk
Subjects covered bv past Reports include the following:

Corporate Social Responsibility Is It more than a charitable /Cl pal )

contribution? Is It compatible with the corporate balance sheet7 crisis prediction for 1975-19767 What should the insurance man
; S look for in the insurance companies he uses?

How can the, risk manager help to define it? 4 . = vt .

0 Corporate Risk and Insurance K/Ianagement Manual Every | Managing Risks of Data Processing Facilities: How to apply risk
company should have a corporate policy on risk management and management techniques to the ever-Important and costly data
insurance that has the approval of the board of directors What processing facility .
should the manual include? How should it be distributed? Examples Risk Retention Levels How 1arge should your deductible be-
are included In the Report $100 or $100 million? A discussion of the oblective and subjective

I An Economic Analysis of the Insurance Industry A study of me-hods for determining this level

Why you should subscribe to RISKMANAGEMENT REPORTS

We live in an age of mformation explosion and all In the risk management field (including 0 YES, enroll me as a satisfaction guaranteed sub-
financial officers risk and insurance managers safety specialists. consultants agents. brokers scriber to Risk Management Reports at the annual sub-
and insurance company representatives) have different specialized inputs many of which are scroption rate of $60. which | have enclosed, and start
depended upon to assist in decision making A single in-depth resource is needed which is ob- my bimonthly subscription immediately
lective and lucid and which has researched all of the pertinent material which applies to a . . .
given subject Risk Management Reports Is such atool and s a ready reference for the well- & YES, enroll me as a satisfaction guaranteed subscrib-
informed risk and insurance manager with past material being frequently up-dated and new er and bill me/my company $60 with the first report
subjects of current interest being treated In appropriate depth Each year Risk Management
Reports will publish an annual ' Report on captive insurance companies. wrth the most cur-
rent listing of captives their parents and their operations Also, periodic surveys are conducted
through Risk Management Reports covering risk management practices and procedures and
the results are published so as to enable subscribers to measure their responses against those NAME
of the industry in general

The Current Comment section is a stimulus for new thinking-with a wide-ranging review
and discussion of topics that concern the risk manager and the risk management process-and
can be used as a tool by which the risk manager can anticipate developing exposures and take
corrective action before there is a financial loss COMPANY

To subscribe to Risk Management Reports fill an the coupon and send it with your
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cycles. capacities, cash flow, etc What ts the capacity and cost
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Risk Management Reports, c/o Business Insurance,

740 Rush Street, Chicago, lllinois 60611

(Make checks payable to Risk Management Repons) CITY STATE 1P

Mr. Robbins went on to sug-
get that an indemnification pro-
vision might be written into a plan
or trust document m this way-
" The company shall idemnify and
hold harmless each of the trustees
from any and all claims, loss, dam-
ages, expenses (including reason-
able counsel fees approved by the
company), and liability (includ-
ing any reasonable amounts paid
m settlement with the company's
approval) arising from any act or
omission of such trustee, except
where the same is finally adjudi-
cated to, be due to the wilful mis-
conduct of such trustee.

Mr. Robbins turned negative on
the the question of whether pro-
fessional money managers, includ-
ing banks and insurance compa-
nies, that are acting as pension
fund managers, should be given
indemnification by the plan spon-
sor.

He said there is plenty of errors
and omissions (E&O) insurance
on the market that can be had by
these parties.

Hockey stars
get free cover
witn head gear

TORONTO-Hockey players in
Canada and the United States
using headgear from CCM will be
insured for free

CM announced an arrangement
it made with Seaboard Life Insur-
ance Co. of Canada to underwrite
$2,000 worth of dental coverage
$2,500 loss of sight indemnity, and
$5,000 accidental death insurance
for every ellgible player

The insurance will be in effect
during every supervised practice
or game anywhere in Canada or
the U S, for players using CCM's
full headgear, including helmet,
eye shield and lower face protec-
tor

The program IS called the "Par-
sons policy" after CCM vp George
Parsons, who lost an eye in a
National Hockey League game for
the Toronto Maple Leafs



WAUKEGAN, IL.-Outboard

Marine Corp. disclosed in its just-
released annual report that it is
involved in litigation over two
alleged products liability cases
which is creating even more con-
Lroversy with the company's in-
surers, who argue that the out-
come of the cases may not be cov-
ered by insurance.

Details of the cases and the re-
sulting arguments with insurers
were contained in two pages of
the annual report which were di-
rectly from the corporation's 10-K
report filed with the Securities &
Exchange Commission.

Although company officials de-
clined to disclose any additional
insurance details, reputable sources
familiar with the lawsuits said
Outboard Marine had its liability
insurance with Liberty Mutual
Insurance Co. for many years un-
til Jan. 1, 1974. The company
then switched to Commercial Un-
ion Insurance Co. through John-
son & Higgins, to achieve substan-
tial premium savings.

The company is now seeking
another liability carrier, however,
because Commercial Union has

notified it of non-renewal.

According to the company's re-
port, Roy Howarth sued Outboard
Marine Feb. 15, 1974 in California,
on behalf of a class of some 3,000
to 4,250 persons who may have
already suffered darnages, or
might suffer them sometime in the
future, as a result of owning or
selling faulty products supplied
by Outboard Marine. The suit
seeks exemplary and punitive
damages of $27 million.

This case is a sequel to an ear-
lier personal injury case, Outboard
Marine said, called Sabich ver-
sus Outboard Marine. This case
was tried in the same California
court, and a jury awarded $600,-
000 in actual damages and $1,254,-
00O in punitive damages to Mr.
Sabich.

Plaintiff Sabich had allegedly
been injured in a Cushman Track-
ster produced by Outboard Ma-
rine. Although the two cases are
intertwined and very complicated,
the facts of each make it apparent
that Mr. Sabich was a passenger
in the Trackster that Mr. Howarth
was driving. The Sabich case is
being appealed by Outboard Ma-
rine.

The fuzzy areas of the cases in-
volve insurance. In its report,
Outboard Marine states: "Some
portion, if not all, of the damages
which may ultimately be deter-
mined to be payable in the Sabich
case is covered by product liability
insurance. However, insurance
coverage of the principal claims
in the Howarth case is in dis-

pute.”

In the Howarth case, Business
Insurance learned, it's unclear
which insurers are involved, be-
cause the complaint is so general
in its charges that no one really
knows if there is an "occurrence"
at a point in time, from which to
determine whether the insurers
frorn 197 1--the tirne of the acci-
dent-or 1974-the Ume charges
were made-will cover the losses.

In the Sabich case, the insurer
involved is definitely Liberty Mu-
tual, with whom Outboard Marine
had coverage for $1 million of ag-
‘regate loss, $500,000 per person
and $1 million any one occurrence.
Outboard Marine had excess lia-
bility coverage with four or five
umbrella carriers for another $20
million. One of those excess car-
riers was The Home Insurance
Co., on the first excess layer above
the primary coverage.

Outboard Marine says in its re-
port that it sued the primary and
excess insurers involved in the
Sabich case, to secure reimburse-
ment for damages in that case,
and for indemnifications against
possible liability for ordinary and
punitive damages in the Howarth
case. The suit was dismissed, part-
ly as premature, but Outboard
Marine continues its legal action.

Further complicating the dis-
agreement between Outboard Ma-
rine and its previous and present
insurers is the matter of punitive
damages. Outboard Marine notes
that "it has become fairly com-
mon practice in some jurisdictions,
notably California for plaintiffs in
personal injury cases to seek sub-

of 32.3%.

stantial punitive damages in addi-
tion. to connpensatory dannages.
There are at the present time
pending against (Outboard Ma-
rine) four such cases, including
the Sabich case, claiming punitive
damages of $9,754,000.

"IN certain jurisdictions, again
notably California, it appears that
it may be against public policy to
insure against liability for puni-
tive damages. As noted, this sub-
ject is in controversy with (Out-
board Marine's) former excess in-
surance carrier.”

The insurer is denying cover-
age for the Sabich award because
of California statutes, but Out-
board Marine is contending that
the contracts

excess insurance

were written in lllinois and are

business insurance, February 9, 1976/31

governed by the laws of lllinois,
which do not prohibit insurance
against punitive damages.
Outboard Marine did not in-
clude the damages sought in the
Howarth case in its total of puni-
tive damages being claimed, be-
cause the case does not involve a

personal injury. All the others do.

The Howarth case is creating
so many problems because the
complaint does not clearly specify
damages already suffered which
would be covered by insurance.
In that case, the class of plaintiffs
consists of purchasers or owners
of Tracksters, alleging that the
Trackster was negligently de-
signed or manufactured and was
unsafe for its intended use.

The report notes: "Howarth al-
leges that he purchased a Track-
ster in 1971 on the alleged repre-
sentations made to him that the
Cushman Trackster was designed
to operate within the parameters
of various described specifications

Growth

We're sure you'll agree that sustained internal growth
is the mark of a successful organization.

And so it is with pardonable pride that we report
that we've grown 10 times our size in 10 years-and
our compounded annual growth rate during
the past five years has been at the rate

Thisreflectsgrowth in revenues, mar-
kets, facilities, and in services. Itmeans
that we're one of the 201argest agency r
organizations in North America.

and that these representations
were false and the company knew
they were false. The most serious
alleged defect of which Howarth
appears to complain is that a
Trackster capable of climbing a
given grade would, in coming
down the same grade, roll over
forward and possibly kill or in-
jure the user or passenger of the
Trackster.”

The $27 million damages sought
are for this alleged negligence. But
further damages are sought be-
cause "Howarth and the alleged
class members relied on the rep-
resentations of the company and
that these representations were
made to deceive purchasers and
induce them to purchase Tracks-
ters, that Howarth and alleged
class members suffered monetary
damages in the amount of the
purchase price of the vehicles pur-
chased by them, and unspecified
damages arising out of the poten-
tial liability each user of a Track-

Contintied on page 32

But most important has been our people-growth.
Bright, fresh, young, eager, professional people.
Gallagher people work in a climate of success. In a
climate of total dedication to providing better client
services in a highly competitive market-

place.

So if you are less than totally satis-
fied with your present alliance, let us

tt=---9---t give you a detailed competitive com-
parison of your current program.
Let's grow together.

ARTHUR J. GALLAGHER & CO.

1 E. Wacker Drive, Chicago, lllinois 60601, Phone 312/321-1700

« An International Organization Providing Excess Coverages and All Related Services for Self-Insurers
* Brokers for Commercial, Industrial and Institutional Insurance Programs
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Outboard...

Continued from page 31
ster rnay have insured or might
hereafter insur in the even of in-
juries to others caused by Track-
sters.”
The second group of allegations
appear to have been dismissed.
Outboard Marine is defending

the Trackster as property de-
signed, manufactured, assembled
and inspected. "It does and will
perform safely when driven with
reasonable prudence," Outboard
Marine maintains. The report
notes from the time the Trackster
was introduced in 1970, 4,000
units have been sold at prices
ranging from $2,600 to $3,300.
Outboard Marine says it "real-

Every risk manager needs
PRACTICAL RISK MANAGEMENT

A permanent reference

monthly additions-material found nowhere else
DEPTH-BREVITY-PRACTICALITY
11 First Year: $75/year-$60/year thereafter

Practical Risk Management

1 680 Beach

San Francisco, CA 94109

1 Name
Written & Published by
Warren McVeigh, 1 Street
Griffin & Hunting#on
i City
Risk Managemen#

Consultants

Enter my :ub
scription
Check encl.

Send me
brochure
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JerryWet

College:
Averaged 24.8 points and
13.3 rebounds a game.
All-American twice.
Led West Virginia to 3 Southern
Conference Championships.

N.B.A. professiobal:

Third highest career scorer
inhistory.

Lifetime scoring average,
27 points a game.

Lifetime field goal percentage. -474-

izes... some of the earlier ad-

vertising materials for the Track-
ster may have overstated certain
. operating capabilities." But
the company acted to correct this
by issuing a revised owner's man-
ual early in 1975 (which included
limitations.of the vehicle) along
with a letter urging all owners to
return vehicles to dealers for in-
spections and addition of safety
equipment. "The letter also made
an offer to repurchase Tracksters
from owners who determined from
a reading of the manual that they
cannot safely use the vehicle for
the purpose for which it was pur-
chased," the company said.

Six months later, 200 vehicle
owners had shown interest in re-
purchase and about 800 vehicles
had been inspected and fitted with
safety equipment. These steps,
Outboard Marine believes, con-
form to the requirements of the
California Consumer's Legal Rem-
edy Act and "should furnish a de-

fense to the claims in the case.” -

Lifetime assists. 6,238.
Lifetime rebounds, 5,376.
Scored most points by a guard
in one game. 63.
Greatest scorer in N.B_A.
playoff history.
Playoff scoring average,
29.1 points a game.
( In the 1964-65 playoffs,
he averaged an incredible
40.6 points a game. )
Playoff M.V.P., 1969.
First team All-Star, 13 times.

Schanes resigns post
at pension agency

WASHINGTON-The Pension
Benefit Guaranty Corp.'s execu-
tive director, Steven E. Schanes,
resigned effective February 14.
No successor has been named yet.
Mr. Schanes said he was resign-
ing because of his wife's health,
which has kept her at their home
in San Diego, Ca., since he came
here to head the Labor Depart-
ment agency in November, 1974.
Although he hopes before leav-
ing, to finish the basic regulations
needed to process terminating
pension plans, Mr. Schanes said,
"I'm not overly joyed at what
we've achieved. | thought we'd be
a lot further down the line.”
Important decisions still await
PBGC, including the establish-
ment of contingent employer lia-

Th,4 me+,%age about one consis,tent and enduring perfornier brought to you by another.

General n7445AE Y-14051=42,41> A

bility insurance, which will in-
sure sponsors of terminating plans
for their liability of up to 30% of
the company's net worth.

PBGC expects to determine in
the coming year whether that pro-
gram will be mandatory or volun-
tary, and whether it will be of-
fered by the government corpora-
tion directly, by private insurers
or by both under a joint program.

Also, a regulation on non-basic
benefits must be formulated, and
it must be decided whether to
offer a non-basic benefits insur-
ance program.

Mr. Schanes said he has no per-
sonal future plans. Earlier in his
career, he was the director of the
New Jersey State Division of Pen-
sions and before that, a vp for
Martin E. Segal Co.

In leaving, Mr. Schanes said
that despite the delays in form-
ing regulations, "It's been an ex-
cellent experience, setting up an
agency and dealing with a new

law."

The area of accomplishment
that pleased him most, he said,
"was the non-case area” to work-
ing with employers to solve prob-
lems with plans in order to pre-
vent them from becoming termi-
nation cases.

The government corporation has
already taken over the trustee-
ship of 15 plans out of the more
than 5,000 notices of termination
received since ERISA was enact-
ed. PBGC is now paying monthly
benefits of approximately $225,000
to about 1,700 retirees of those
plans.

Also, PBGC has identified 1,221
terminating plans as "clearly suf-
ficient to provide guaranteed ben-
efits.”

The rest of the plans will be
processed when the four key reg-
ulations are put in final form.
They are: asset allocation, insur-
ance limits, valuation of plan as-
sets and valuation of plan benefits.
Once they are in place, a PBGC
spokesman said, "we will see the
number of trusteeships rise rapid-
le”

PBGC expects to book about
$75 million in liabilities between
February, when the regulations
are expected to be finished, and
the end of the fiscal year on June
30, 1976, according to the PBGC
spokesman.

The government corporation
will assume about $20 million of
that amount with the rest coming

from company assets. -

RIMS meet
speakers told

NEW YORK-Syndicated col-
umnist Jack Anderson and author
Eliot Janeway are scheduled to
speak at the 14th annual Risk
and Insurance Management So-
ciety (RIMS) conference to be
held in Los Angeles, April 25-30.

Mr. Anderson will address the
conference's April 28 luncheon,
while Mr. Janeway will speak at
the employe benefits luncheon on
April 26.

Mr. Janeway, who addressed
the RIMS conference in Dallas last
year, was invited back by popular
demand.

This year's five day meeting is
divided into property/casualty,
employe benefits and industry ses-
sions. In addition, an extra day
will be devoted to a general busi-
ness management program pre-
sented by the University of South-
ern California's Graduate School
of Business . -
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When your property needs protection, call out the Cavalry.

Kemper has the ki nds of property So when we say we' *e with yCL
protection you need. Coverages
1 P at are broad. Flexible.

Irnovative. And priced right.

for the long ride, we rrean exactly
that.

Call the people who cover vour territory Four Mem pe R
\45 ride hard to protect our independent agent or brcker who represer ts

policyholders. And we've been Ls Or write Pete Standbridle, Sales Manager,

Kemper Insurance Compan es Long Grow,
lllinois 60049

inSURance

companies
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Daenzer ...

Continued from page 3

the companies who write miscel-
laneous on an admitted basis in
the United States. The other com-
panies may be highly localized or
write only the most innocuous
forms of products liability. On oc-
casion of course a favorite account
may be written with special rein-
surance or just a net layer for ex-
cess placements in the surplus
limnes market to finish off the
limits required.

There are a number of Ameri-
can companies operating in only
one state and on a non-admitted
basis in other states. They may
be the subsidiaries of larger Amer-
ican companies or the subsidiaries
of some industrial firm. Some of
these are strong in the products
liability field: California Union,
Bellefonte, Admiral, Columbi a
Casualty, Harbor, Interstate, In-
ternational Surplus Lines.

There are any number of small
excess and surplus lines compa-
nies. As in the malpractice field,
one must be very careful that the
company chosen has high marks
on the early warning system with
respect to the key factors used to-
day in appraising American com-
panies. Agents and brokers are
very wise in their marketing if
they use a good size surplus lines
firm which is known for its sta-
bility and credibility where they
do a very careful analysis of
markets. As in malpractice liabil-
ity, you want the company to be
around fer a products claim 10
years hence or rnore.

Some agents and brokers like to
go to one or more specialty com-
panies themselves and then go to
a surplus lines firm for the rest.
This doesn't make sense and can
be counter-productive, With the
way reinsurances are done in the
excess and surplus lines you are
in danger of doubling up a com-

pany on the primary side or a re-
insurer which will trigger a can-
cellation and a redoing of the
placement at a later time. Where
a placement has to be layered, it
takes the sophisticated surplus
lines licensee who is spending full
time every day in the market
place to know what companies he
has to reserve for the upper layers
and what he has to do to get a
good primary going which will be
respected by the upper layers and
the reinsurance companies. Proper
knowledge of rating, scrutiny of
underwriting data and setting up
correct claims handling are an es-
sential part of the placement proc-
ess by a surplus lines firm. Recog-
nition of this expertise has a lot to
do with the ability of a client to
get the top limit desired. There is
also the danger of non-concurren-
cies in fragmented placements.
Large brokers have access of
course not only to Lloyd's but a
great number of companies who

have come into the London mar-

ket to hand over the pen in an un-
derwriting pool and a Lloyd's-type
rate can be secured on products
liability placements.

Some American companies have
created a subsidiary in the U.K.
to participate in this market. A
great number of Continental com-
panies have established a presence:
French, German, ltalian, etc. Of
course the Japanese companies
have established a U.K. presence
in recent years.

Here again the agent or broker
and his client has to look to a sur-
plus lines licensee to make sure
that the security used satisfies the
laws of the state. Over half the
states have very rigid qualifica-
tions for an approved listing as a
Nnon-admitted carrier. There are
the trust funds required. Again it
gets down to a matter of relying
on a large firm who can do the
analysis work for proper security
and make sure of the legality of
the placement.

Will you be missing the benefit of their knowledge?

,Industry Sessions. From Airlines to Chemicals to Utilities to Conglomerates.
42 sessions in all.

Property/casualty mini-seminars. From Captives to Quantitative Techniques to
Administration to Large Losses and Fiduciary Liability. 45 seminars in all.

Employee Benefits Workshops. From Pension Planning to Mass Merchandising to
ERISA to 501(c) 9 Trusts. 11 workshops in all.

Management Sessions for the Risk Manager. Four programs presented by the Graduate
School of Business, University of Southern California.

General and Split Sessions on broad timely issues in both property/casualty and
employee benefits.

Prominent luncheon speakers such as Pulitzer Prize-winning reporter Jack Anderson
and Economist-Author Eliot Janeway.

The 14th Annual Risk Management Conference of the Risk and Insurance Management
Society, Los Angeles, California, April 25-30.

Write now for full program

and registration application:

Pleaserushmeacopyof RIMS' 14th Annual Risk Management
Conference Program. Please also include a registration

application.

NAME
1 Risk and
L,TITLE
| Insurance
, Management
v . COMPANY
Society, Inc.
205 East 42nd Street ADDRESS

New York
New York 10017

While many times a Lloyd's
placement is made for products
liability following the American
style form, one must be aware that
during the last five or six years a
substantial portion of the Lloyd's
market has been following the
F.H.S. products wording. This is a
very restricted wording. There is
nothing wrong with it as long as
the agent or broker explains fully
the wording used so that the in-
sured understands how it differs
from the standard "bureau” form.
It must be recognized that a
products liability line is very often
shopped considerably before it
reaches the Lloyd's market.

There may be some sense in the
years to come in having two word-
ings available in the American
market, one for standard risks and
another for sub-standard risks.
Many of the standard writing com-
panies in the United States are
putting out prohibited lists. A typ-
ical one might include such classes
as: aircraft products, animal and
poultry feed, antifreeze, anhydr-
ous ammonia, bottling risks, ca-
terers, celluloid and pyroxline,
chemicals of a hazardous nature,
compound 1080 T.E.P. and the
like, cosmetics, detergents and
soaps, electrical equipment which
is applied to the body, eyelash
dyers, lipsticks, suntan lotions,
hair dyers, removers, restorers
and straighteners, ladders and
scaffolds, lacquers and paints,
power driven lawn mowers, hedge
cutters and the like, products con-
taining more than 5% D.D.T., cut-
ting machines, tobacco products,
toys, drug and pharmaceuticals,
automobiles and motorcycles, ship

building and repairing, firearms
and ammunition.

Some of these classes during the
next few years may not only re-
quire a high price, but underwrit-
ers will impose some of the re-
stricted language used in the
F.H.S. 1970 products wording. The
principal differences between the
F.H.S. wording and the standard
wording are as follows:

It is a "caused by accident”
contract, not an"occurrence"” con-
tract.

Coverage only applies to prod-
ucts listed in a schedule attached
to the policy.

It has a retroactive date stated
in the schedule. No coverage is af-
forded for any claim caused or al-
leged to be caused, to any extent
or degree, directly or indirectly,
by any of the insured's products
prior to the retro date.

It is therefore a "claims made”
form. Immediate notice must be
given in accordance with the poli-
cy conditions. A claim made by
one person or corporation shall be
deemed to have been made solely
on such claimant's behalf and not
on behalf of any other person or
corporation.

There is a discovery period in
the event of cancellation or non-
renewal which provides for a 12
months period with respect to B.I.
or P.D. caused solely as a result
of an accident sustained after the
retroac.ive date in the schedule
and prior to the expiration or ter-
mination date.

It is agreed that an increase in
premium is not deemed a refusal
to renew the policy to trigger the
discovery period and if there is a
succeeding insurance which has a
retroactive date the same as the
original Lloyd's cover, the 12
months discovery clause is inop-
erative.

The exclusion with respect to
liability assumed by the insured
under contract or agreement, oral
or written, does not have the
American standard language with
respect to insurance coverage al-
lowed for warranties of fitness or
quality.

There is an exclusion with re-

Continued an page 36



YOURS IS AN EXCELLENT
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OF INSURANCE."  Insurance Agency Executive”

They Do, Mr. Agent, that's why so
many insurance companies and
services use Business Insurance

. . . to reach both, buyer and
agent/broker.

Business Insurance is read by
over 59,000 commercial

insurance/benefits buyers and

over 29,000 insurance agents and
brokers. Details upon request.

*One of 887 who replied to a special Business Insurance research study
among agent and broker readers.

.business
msurance

the newsmagazine that just had to be.

New York: 708 Third Avenue, NY 10017, 212/986-5050
Chicago: 740 Rush Street, IL 60611,312/649-5275
Los Angeles: 6404 Wilshire Blvd., CA 90048, 213/651-3710
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Daenzer ...

Continued from page 34

spect to any criminal act or any
act committed while in violation
of any law or ordinance.

There is also an exclusion with
respect to any bodily inj ury or
property dannage caused by any
person employed by the insured in
violation of law as to age or under
the age of 16 if there is no age
limit.

There is a specific exclusion
with respect to the manufacture
of any material intended for use
as an explosive.

Any article or product manufac-
tured, handled or sold or distribut-
ed in known violation of any law,
statute or ordinance, federal, state
or municipal is excluded. Also
claims based upon a written or
oral expressed warranty of the in-
sured. Also claims arising out of,
involving or connected with the

insured products dispensed by or

1976

purchased through a vending ma-
chine or other mechanical vending
or dispensing device.

Also excluded are claims for
damages resulting from inspec-
tion, maintenance or repair of the
insured's products or of work com-
pleted by or for the named insured
or any property of which such
product or work form a part.

Punitive or exemplary damages
are excluded.

Loss of, damage to, or loss of use
of property, directly or indirectly
resulting from subsidence caused

by sub-surface operations of the
insured.

The agent or broker should be
alert to the fact that if any of the
exclusions mentioned in this apply
to this clients, they will have to
get an amendment of the F.H.S.
wording or try to get coverage
elsewhere. Full disclosure of poli-
cy limitations is essential to avoid
any possible producer E&O claim.

VWhether restrictive products

contracts are drafted in the United
States or in London, there will be
difficulties in the courts.

As it is, the lawyers have had a
field day during the last 10 to 15
years on such questions as to what
constitutes a single claim, damage
to the insured's product itself, loss
of use or delay, performance fail-
ure. If we do end up with two
policies in the United States, one
for very simple risks and another
for very difficult risks, the policy
drafting committees will have to
be very careful to make sure that
the restrictions stand up. There
is Nno doubt that a lot of under-
writers in the market place feel
that we have gone too far in con-
stantly broadening the CGL word-
ing over the years. A man can
have produced ladders up until
three years ago and have two mil-
lion ladders on the premises of
potential claimants throughout 50
states but currently have a policy
which would cover him for any
claim made with no sales reported.

The policy as drafted permits him
to start up any new product or to
change the components of any ex-
isting products without notice to
the carrier.

There has been a great increase
in the number of risks where the
products liability coverage is lay-
ered. This has always been a com-
rnon approach for the very large
risks where 50 or 100 million of
coverage was needed, but now
some very simple risks have to be

so structured.

First of all the inadequacy in
the excess limits table has been
more and more realized during the
last five years, both by the pri-
mary underwriter and his rein-
surer. Special rules are being
made as to what will have to be
left out of the treaty. It never
made sense that the cost in rein-
surance could be so cheap under
a treaty when a separate place-
ment would have cost 25 or 30

times the amount hidden in the

Business Insurance Employe Benefits
Communications Awards Competition

Award of Excellence

presented

for outstanding achievement
in communicating an

employe benefits program

On April 27,1976, at a luncheon during the Risk and
Insurance Management Society's annual conference,"
Business /nsurance will present awards for outstanding
achievement in communicating employe benefits programs.
Awards will also be presented to consultants.

The competition officially opens on january 1, 1976 for
entries to be received in the New York office of Business

Insurance (note address below).

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

/nsurance. The categories involved are: Booklets...

Personalized Corresponde
Communications Program.

nce... Audio-Visuals... Total
The competition is open to

all companies and is not limited by the nhumber of employes.

For more information about

the competition, to obtain entry

forms or to submit your employe benefits program, call...
Ronnie Drachman, Awards Coordinator, 212/986-5050 or

clip the coupon and send it

to us as soon as possible.

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

us know.

Employe Benefits Communications Awards Competition

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

Yes, | am interested in entering our communications program(s). Please send me

and the competition rules.

Name, title

Company

Address

City

Telephone

State

entry blank(s)

Zip

treaty.

Another movement which is
having a marked effect on layer-
ing is the requirement by the um-
brella underwriter today that
there be at least 300,000 or 500,000
in the underlying for products lia-
bility before the umbrella applies.
There are some umbrella under-
writers today who want a million
of products, just as they want a
million of malpractice before they
will entertain a cover. A very us-
ual practice is to require 500,000.
The primary carrier may only
want a million of malpractice be-
fore they will entertain a cover. A
very usual practice is to require
500,000. The primary carrier may
only want to write 100,000 so as
not to expose his treaty or violate
any underwriting rules set up in-
ternally in the home office. This
means that the agent or broker
has to get a "buffer"” layer of 400
excess of 100 before going to his
traditional umbrella underwriter. ,

A tremendous amount of busi-
ness such as this is now being
written in the excess and surplus
lines market.

It is a very wise move for the
agent or broker if he can keep his
favorite company on the primary
and also keep his traditional un-
derwriters on an admitted basis
doing the umbrella. He may want
to try the non-admitted market
for the umbrella and the buffer
layer, but normally the charge for
the umbrella itself will be cheaper
if available in the admitted mar-
ket. If the agent or broker can get
at least 100,000 or more in his
underlying carrier, he then can
negotiate the broadest wording
and he can ask the upper layers

to follow form.

Remember that the whole lia-
bility program should start on the
same day so that everything, the
primary, the buffer layer and the
umbrella come up on the same an-
niversary date. You avoid any
chance of a change in carrier on a
change in cover which would not
be notified to the excess. The un-
derwriter on the buffer layer or
the umbrella layer may be rely-
ing on the claims department or
expertise of the primary and not
anyone else. He not only worries
about the claim department of the
primary, but also today whether
or not the carrier is on a list of
collapsible insurance companies.
No one wants to be over a bank-
rupt company.

By placing everything at the
same time the agent or broker
avoids the terrible problem of non-
concurrency where there is an ex-
haustion of underwriting limits.
Wherever there is an aggregate in
a primary the excess layer has t6
come down at the time of the ex-
haustion of the limit. If you have
any overlap of dates there is no
way to calculate how and when
the underlying is exhausted.

If there is any high-low pro-
gram or any retro arrangement on
the primary, make sure the under-
writers above understand fully the
primary rating. If any of the ex-
cesses are done as a percentage of
the underlying, then they will
have to be adjusted and adjusted
as the primary calculation changes
from time to time. The best ap-
proach is to get a fixed premium
on the excess if it can be negotia-
ted.

If you have an association or a
group where all of the products
are being negotiated in one place-
ment because of underwriting dif-
ficulty or better pricing, beware
of the aggregate problem. If you
run out of cover, how do you settle
a loss? Do you pay the claims first
come first served or wait until the
end and pay everybody so much on
the dollar? Here you must buy
tremendous limits all the way to
the very top beyond any concei-
vable aggregation of losses for
your full membership. -
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Ford penny-pinching won't slow OSHA efforts

By PAUL R. MERRION proposed budget The object of Those figures reflect the gear- mon matters comes to $20 8 million expected of the Democrat-con-
the pro?ram is to "ensure that new ing-up process in a relatively new for fiscal 1977, compared with a trolled body Despite the Presi-
WASHINGTON-More Labor OSHA standards not only protect part of the federal bureaucracy proJected $17 2 million for the dent's intention to balance the

sion reform is envisioned de_spite nolqgical feasibility factors, ac- viewed or Investigated start up period $3942 billion outlay for the com-

cutbacks and overall penny-pinch- cording to the Department The Department IS also beefing

ing in President Ford's proposed up its investigations staff The

fi |1 1977 budget .. . . . .

o2 Hege . Ford Administration bud%et proposed budget includes slloqhtly the other federal agency that su- socially popular programs
Diseases of the workplace gain planners also foresee greatly ex- more than $3 million for 50" new pervises retirement plans, is also The budgeting process will be

madJor target status this year as the panded enforcement of the Em- positions in the pension reform expected to spend more on ERISA different this year, with new
Occupational Safety and Health ploye Retirement Income Security enforcement area Those new po- matters The proposed budget al- House and Senate budget commit-
Administration (OSHA) gets an Act (ERISA) by the Labor De- sitions will include 22 investi- lots $30 4 million to the IRS; up tees hav_lngI more responsibility for
extra $2 million in the proposed partment An estimated 32,000, or gators, 20 financial analysts and from $27 7 million proJected for the final outcome than ever be-
budget to hire 95 people to de- almost nine times as many re- eight clerlca#,workers, m_ostl{y 10- the 12 months ending June 30, fore Whether the new system
velop and enforce'job-related views and investigations will be Gated in the field, according to a 1976 will lead to a more politically

health_standards,,including 60 conducted in the coming fiscal Department official That will All of.these figures are subjec: popu]ar rearrangement of priori-

mere hest = year, compared to the 3,700 esti- bring the total staff for investiga- to review and approval by Con- ties, and its ultimate effect on the
Itn addltll_or:), the prcc)iggz_sed Ibéjzd—1 rggted for this year, ending June tions to 170, he added gress, which so far has reacted Labor Department's share of the
get gives Labor an additiona The total proposed bill for pen-, with - the hostility that could be pie, remains to be seen

million to start training OSHA's
1,300.current safety inspectors so
they can also spot violations of
complex health standards.
OSHA's overall standard-setting

program will cost $11 2 million One of our best known cases Restaurants were
in the next fiscal year, an increase I I I E CAS E O F burning down at record rates The problem fires in
of about 66% over fiscal 1976 es- the ductwork over the kitchen range We created an

timates. automatic dry chemical hood and duet fire protection

Enforecement of the entire law T H E HAZARDO U S system the'Ansul R-101 Fire starts R-101 detects I,

is al ted to i Th -
'S also expected 1o Increase The puts out fire, saves hamburger (and restaurant)
proposed budget estimates there

will be 115,000 inspections by fed- HAM B U RG E R
eral OSHA agents and 160,000 in-
spections at the state level during
the coming fiscal year, which be-
gms October 1 under a new bud-
get calendar
Employers, especially small
businesses, will get some help
coping with the 1970 OSHA law
with a $19 6 million allotment for "r'Eff,_-t n(|3+K 35-
a proposed educational and con- " >t 35
sulting program, designed to assist
voluntary compliance .
A relatively new program to
conduct studies of the environ-
mental and economic impact of
proposed standards will get an

gist 11 2!1 1%11:tri:%/t 314:450 ./fJ, 9 -

United Air T f
o . t, HA L./

:00~ae'-

workers get
benefit gains

ELK GROVE VILLAGE, IL.-
Some 52,000 hourly and salarled 4 4 t-_ 4 5"
employes at United Airlines began ’
receiving improved medical, den- ' -
b-1,11105- - -

tal and life insurance benefits on n- % ! n
January 1 (:fpl-l f1 '.t'- 1
tr

The only exception were flight * *
attendant)é whort):!id not rece?ve ¥ ’a 0/0
the improved life insurance base o
because life insurance is not part sti.
of their contract, explained David .
B Walker, manager of group in- .
surance programs for United

For other employes, the life in-
surance base was raised fronn
$5,000 to $10,000 Up to that =_

amount, United pays for the bene-
fit.

Basic hospital coverage was in-
creased from $90 a day to $100 a .
day. Charges listed as hospital ex-
tras were increased from $1,000
per confinement to $1,500 per .
confinement

The relative value surgical
schedule was increased $1, from
$8 per factor to $9 per factor up
to a maximum of $1,800 for heart
surgery The former maximum

o,

ANSUL Our files are full of case histories like this. Wherever

was $1,600 for heart surkery, the you find serious fire hazards or high fire risks you're

highest cost item on the schedule the fire hkaly to find Ansul in factories, refineries, offshore
A new emergency sickness be- T . platforms, mines, airports, ships, computer rooms,

nefit pays 80% of outpatient proed ION restaurants We make fire extinguishing equipment

emergency treatment up to $100 but we sell fire protection That means superb hard-

per person per year company ware, plus professional hazard analysis, training for

Dental benefits were increased
from 75% of the schedule to 80%
of the schedule

your people and a worldwide distributor service network

Pregnancy benefits were raised Want to know more? Write The Ansul Company,
to $600 from $500 Il Marinette, Wisconsin 54143 Or call your local Ansul

"For the benefits mentioned, | Man-he's listed in the Yellow Pages

United is extremely competitive
with other airhnes,” Mr. Walker
cornnnented
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Employe Benefits Communications Awards Competition

Mail to: Benefits Communications Awards

Business Insurance
708 Third Avenue
New York, N.Y. 10017

Yes, | am interested in entering our communications
gram(s). Please send me
the competition rules.

ro-

Name, title
Company
Addregg

C|ty State 7ip

Telephone

Judge for benefits
competition is chosen

NEW YORK-Alvin Kracht, Lawrence, CLU, manager, em-
senior vp at Warwici, Welsh and ploye benefits, Ciba-Geigy Corp ;

entry blank(s) ILe)md Donald E. Grahn, 50, risk man- expected to retire soon.

tratlon at Otls Elevator Co., New property/casualty risks and he re-
York, replacing Peter G. Viscardi, ports to the manager of corporate
who Joined Studebaker-Worthing- insurance He replaces Ronald W.
ton Inc, New York ( Business In- Stasch, who now works for Fed-
surance, Oct 20, 1975) Mr. eral Mogul Corp (Bl, January
Joyce 15 responsible for all prop- 12). Mr Webb previously was
erty, casualty, benefits and gen- corporate insurance analyst for
eral insurance administration He Masco Corp., Taylor, Mi
reports to Leslie Schroeder, 64, =
acting director of corporate insur- The State of lllinois depart-
Esmark Inc, Chicago, named ance (BI, Nov. 17, 1975), who IS ment of finance decided to make
_ _ rior to Robert J. Walsh. 31, a long term
a%er to replace Arnold 3. Saret, joining Otis, Mr Joyce was se- "acting" risk manager to réplace
who left the company last fail. Mr. nior analyst in the'insurance de- Don Schieck, who joined Alex-

people
Grahn named

at Esmark Inc.

Grahn said he held the position partment’at Arlen Realty Inc, angglr % Alexander last summer

once before for a year, unofficially. New York.

His previous position at Esmark
was insurance group administra-

une 2, 1975) Mr Walsh,

who also is administrative assis-

The Budd Co., Troy, Mi, ap- tant to the director of finance,

tor for the diversified company's Pointed James W. Webb, 27 as- manages a department of nine
two major life insurance subsidi- sistant manager of insurance, last persons He has worked for_the
ames, an employe benefit subsidi- month. His responsibilities include department since June, 1973 «

ary and three insurance agencies-
Youngberg-Carlson Co. Inc. and
Scarborough & Co. (Chicago), and
Yarchin & Co. (Boston) As risk
manager, Mr. Grahn reports to the
president of GSI, one of five ma-
lor Esmark subsidiaries. He has
worked for Esmark since 1972.
lowa Beef Processors Inc. Mad-
ison, Nb., named Gary Felt, 33,
corporate risk manager to replace
Gary W. Rohlf, who left the com-
pany in August, 1975 Mr Felt re-
ports to the vp and treasurer of
lowa Beef Previously, Mr Felt
held several positions at Boeing

Miller, a New York advertising Bruce R Abrams, vp and direc- Co.'s Wichita Division in Wichita,

agency, has been named to the tor of public relations, The Con-
panel of Judges for the fourth an- tinental Insurance Cos and The
nual Business Insurcnce Employe Continental Corp ; and Robert
Benefit Communication Awards Vivian, vp-corporate communica-
Competition tions at Crum & Forster Insurance
Mr Kracht is account manage- Cos
ment supervisor on two Seagrams Over 300 requests for entries
divisions at his agency have been received for the com-

Ks, the most recent one being in
cost analysis and business plan-
ning. He also served as coi porate
insurance analyst, savings plan su-
pervisor, pre-retirement counselor
and retirement assistant Mr.
Rohlf, 41, left lowa Beef to form
Midwest Risk Management Inc,

Prior to his appointment at petition to date Awards will be Sioux City, la, a consulting firm

Warwick, Welsh and Miller, Mr. presented on April 27 at a lunch-
Kracht was vp and media direc- eon at the annual Risk and Insur-

On January 26, Norman Gold-

tor and later president of J M ance Management Society (RIMIS) man joined General Dynamics,
Mathes, Inc, advertising agency. conference, to be held in Los An- St Louis, as manager of employe

He also worked with Fuller, Smith geles this year
& Ross in New York before this

classified advertising

RATES AND CLOSING TIME: $3.00 per hne, mimmum charge $15 00. Cash
with order. Figure all cap Imes (maximum-two) 30 letters and spaces
per line; upper & lower case 40 per line Add two hnes for box number.
Replies are forwarded daily Closing deadline. Copy M written form in
Chicago office not later than noon, Monday, 7 days preceding pubica-
tion date. Pubhshed euerv other Mondav Display classified takes card
rate of $2850 per column inch, and card dscounts on slze and fre-
quency. Mad ads to Business Insurance, classified advertwng dept.,
740 N. Rush St, Chicago, Imnots 60611.

HELP WANTED

INSURANCE MANAGER
RETIRED EXECUTIVE to manage small

Major southeast manufacturer needs
highly experienced risk manager to
administer all property and casualty
insurance Requires degree and at
least 5 years related corporate In-
surance management experience
CPCU highly desirable Salary in up-
per 20s. Ideal location Reply in
confidence to Southern Management
Relations, PO Box 4173, Charlotte,
North Carolina 28204

INSURANCE CONSULTANT

benefits-insurance He reports to Southeast Risk Management and Con

For more information, contact the diretor of employe services

sulting firm seeks man for their Rtch-
mond office with strong Casualty and/or

Other Judges nam_eq to the Ms Ronnie Drachman, promotion and replaces Paul R. Allgire, who Property and _Sales background to service
panel for the competition include manager, Bustness Insurance, 708 left the company. Mr. Goldman present |e‘q_|t§ ar}g deyelop ne,%/ nes
00 nefits, sala n =l
2\. |eris, Inpgus r?

Edward Moore, manager, execu- Third Ave, New York, N.Y formerly was director of group confidence to

i alin

tive compensation, CBS, George 10017, or call her at 212/985-5050. underwriting at CNA Insurance, surance I\élcg(r%agzemgnt Co\;gqrggté'%&oP 0
Bernard Finnegan lll, vp-public Closing date for entries is Feb- Chicago ’ 9

affairs, McGraw-Hill; Roy W ruary 23. -

AFFIX LABEL HERE

A POSITIVE OPTION
FOR OUR READERS

Would you consider it a service if, through your
Business Insurance subscription, you received
information, by mail, on products or services which
might be of interest to you 9

We ask because, in the near future, we will be making
our list of Business Insurance subscribers available to
selected, well-screened companies. You can be sure
that any agreements we make are solely for information

mailing. There will be no personal or telephone
solicitations.

Offerings through the mail are certainly not uncommon
today As direct mall sales amount to over $50 billion a
year, it is obvious that mail order is accepted as a
convenient, urpressured way to acquire information,
goods or services. We hope you feel this way.

But perhaps fcr some reason you would want to prohibit
the use of you,- name for mailings by companies not
affiliated with Business Insurance. If that is the case,

please remove your address label from this issue, affix
it to the label outline above and return this notice to:

Business Insurance

Circulation Department
740 Rush Street

Chicago, lllinois 60611

Peter B. Joyce, 27, was hired as
supervisor of insurance adminis-

Reader option

now avai/ab/e

CHICAGO-Crain Commumca-
tions Inc., publisher of Advertis-
ing Ave, Industrtal Marketing,
Bustness Insurance and Pensions
& Investments, has formed a di-
rect marketing division utilizing
maillng lists of various Crain pub-
hcations.

Selected companies will have
the.availability of promoting their
products or services, by mail, to
subscribers of Crain publications,
plus the use of other specialty
compiled lists No telephone or per-
sonal solicitations will be permit-
ted Crain will have the option of
rejecting any mailing the com-
pany feels is not suitable

Subscribers of the various Crain
pubhcations have the opportunity
of exercismg a "positive" option
of declining to have their names
used in list rental activity On this
page is a notification which read-
ers can clip, attach to the Issue
label and return to Crain’'s circu-
lation department if they wish to
prohibit the use of their names for
mailings by companies now affil-
lated with Crain Communications

Hereafter, all new and renewal
order forms will contain an op-
portunity for readers to exercise
this option.

MDC/List Management, 41
Kimler Dr. Hazelwood, Mo. 63043
will be the Crain list manager
Orders and inquiries should be di-
rected to Hal Roberson at MDC/-

List Management.

mond,

Corporate R,sk Managers
Pension and Communication Consultants
Benefit Managers
We discreetly arrange the hiring of
Insurance and consulting people
nationwide Your professional objec-
tives, confidentiality, location pref
erences, and salary advancement
goals are important to us All fees
are paid by client companies Contact

RICHARD GAY

INSURANCE PERSONNEL RESOURCES
2970 Peachliee Road N W Sive 622

captive insuror, medical and general lia-
bility Strong knowledge of reinsurance
liability, underwriting, and claims Track
record and references as Insurance Com-
pany officer Less than full time effort
required Ideal Texas city. ample sports
recreational. educational. =and
facilities Salary and benefits open Send
resume and salary requirements to

Box 715, BUSINESS INSURANCE

740 Rush St.. Chicago, Ill. 60611

cultural

RISK MANAGER
$1,476 to $1,794 per month
For informational brochure on posi
tion and application, contact
City of Fresno
Personnel & Labor Relations Department
1230 "N" St , Fresno, CA 93721
(209) 488-1571
Filing Deadline Feb 27,1976

SAFETY
SPECIALIST

Reed Shaw Stenhouse, Inc of llinois, m
temational insurance brokers seeking an
experienced person to set up an In-
agency Safety and Loss Control Depart-
ment Major responsibility to assist large
corporate clients m the creation ancl
maintenance of meaninful safetv pro-
grams, to act as liaison with Insurance
company loss control departments and
monitor effectiveness of their programs
Experience a must, BS in Engineering
or related field a plus Salary commen-
surate with experience and other qualift-
cations Send resume, Including compen-
sation history to
REED SHAW STENHOUSE, INC
230 West Monroe Street
Chicago, illinois 60606

lii #2 Geoig,a 30305.2404; 2622972

An Equal Opportunity Employer

- RISK AND INSURANCE MANAGER

Our "Fortune 500" client has asked us to help find an alert per-
son to head and reorganize their Risk Management Department
Our client ts involved in oil, feed, food and chemicals This ts a
challenging and rewarding job, without a doubt one of the best
in.the country.

The Job calls for an open and inquiring mind, several years of
experience, active in CPCU or RIMS Send us a resume or a letter

All responses will be held in total confidence and will be acknowl-
edged This is your opportunity.

The Lukes-Brock Company Risk Management Consultants
8007 N. Port Washington Rd, Milwaukee, Wi 53217 414-228-8810

Pension, Consulting, & Administrative Management
Numerous opportunities in Atlanta and throughout S.E and U.S. for pension

people.
Accounts Executive-Benefits $25 k
Pensions Managers-Atlanta $25 k
Pension Manager-H. 0.-Tenn. $25 k
Pension Consultant-Atlanta $30 k+
Pension Administrators $14 k

Your inquiry and name will be held in strict confidence and will
not be released to client companies without your O.K
Insurance Personnel Resources

2970 Peachtree Rd., N.W. #622
Atlanta, Georgia 30305



We serve 60,000 businesses with our more than 13,000 employees in 1,700 offices across the ontry.

EQUIFAX SERVICES

Insurance, employment, and financial control information
for business decisions in the United States and Mexico.
EQUIFAX SERVICES LTD.

Insurance, employment, and financial control information
for business decisions in Canada.

DATAFLO SYSTEMS DIVISION

Motor vehicle records, teleprocessing, and rapid
communications.

PHYSICAL MEASUREMENTS, INC.

Physical measurements for life and health insurance
underwriting.

ATWELL, VOGEL & STERLING, INC.

Pavrnll andite Inee eantenl and information far commercial

We're a network of omam'es available to pd whatever kind of business information you need.

property insurance decisions.

GAY & TAYLOR, INC.

Multiple line independent insurance adjustments.
MARKETING INFORMATION SERVICE

Full service market research.

IPD PRINTING & DISTRIBUTING

Commercial printing and distribution.
HUNNICUTT & ASSOCIATES, INC.

Property appraisals.

RETRIEVAL SERVICES

Recovery of lost, stolen, or cancelled credit cards for
credit grantors.

THE CREDIT BUREAU, INC. OF GEORGIA (CB)

Cradit rannrte rnllartinn carvirae and rradit fcard

e

promotions for credit grantors in the United States.
CREDIT BUREAU OF MONTREAL, LTD.
Credit reports, collection services, and cred t card
promotions for credit grantors in Canada.
RETAILERS COMMERCIAL AGENCY, INC.
Reports and collection aids for business and mortgage
loan grantors in major metro areas.

CREDIT MARKETING SERVICES, INC.
Credit card solicitation and promotional programs for
credit grantors.

EQUIFAX,INC.

1600 PEACHTREE STREET, N.W.

ATLANTA, GEORGIA 30309

(404) 875-8321
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It's not uncommon for a court judgment to go against a company to the tune of
five hundred thousand dollars. Or one million. Or even two.
And it's lawsuits like these that can seriously jeopardize a company's well-being. Often

they're caused by the tiniest manufacturing flaw in a company's produet.
Which is why it makes good sense to talk to Alexander & Alexander about

Products Liability Insurance. As one of the world's leading insurance brckers, we'11 calculate
your risks and perhaps suggest ways to improve your quality control. And help lessen
the chance of a lawsuit ever occurring.

Products Liability Insurance. Even if you have it, we'91 evauate the extent of your

exposure to make sure you have the proper coverage.
If your insurance broker isn't advising you on this imlrortans covelage, maybe

you've outgrown him. And maybe you should talk to us.
Alexander & Aleriznder Ing., I1A,formation Services, Dept. F, 1185 Avenue of the

Americas, New York. N.¥. OOSG'AJ exander
8Nexander



