
Captives launch joint effort to insure luxury liner
By MARGARET LeROUX

NEW YORK-In an unusual

joint venture, eight captive insur-
ance companies, six of them sub-
sidiaries of U.S. companies, are

underwriting insurance for a $20
million Norwegian cruise ship.

Though the major portion of the
risk is being underwritten by the
London market and the American

Hull Insurance Syndicate, the
captives' participation ranges from
5% to 0.15% of the risk.

The ship is the M. S. Kungs-

holm, owned by Flagship Cruises

Division of Oivind Lorentzen Inc.

Named as insurers, (percentage
insured follows each company in
parenthesis) are: Constellation In-
surance Co. Ltd., a Lorentzen Co.

(5%); Transcon Insurance Ltd., a
subsidiary of the Ford Motor Co.
( 1.5 %); Walton Insurance Ltd.,
subsidiary of Phillips Petroleum
Co. (1%); Calidad Insurance Ltd.,
a subsidiary of Panhandle Eastern

Pipeline Co. ( 0.6 %) ; H&R Block
Insurance Co. Ltd. and Radius

Insurance Co. of Bermuda Ltd.,
both subsidiaries of H&R Block

Inc. (0.55% each); St. John's In-

surance Co. Ltd., a member of the
Blades Group (0.15%); and Lake-
wood Insurance Ltd., owned by

Empire Co. Ltd., a Sobey Co.
(0.15%).

Constellation Insurance Co. is

acting in the dual capacity' of
broker and insurer in the venture,
which is being managed by J. H.
Blades & Co. Inc.

In light of the Security & Ex-
change Commission's investiga-
tions into the relationship between
U.S. companies and their Bermu-

da-based captives (BI, Dec. 1,

1975), the Kungsholm venture
may be an example of captives'
increased involvement in outside

risks in the future, according to
one industry expert.

"I don't know of any other in-
stance where captives have gone
outside their management group
to participate in a risk," another

authority on captives commented.
According to B.A. Yeargan, vp,

J.H. Blades & Co. Inc., who is
involved in the Kungsholm ven-
ture, "This is the way American
companies can put some of their
muscle into the insurance indus-

try, through the use of their Ber-
muda subsidiaries."

Six out of the eight captives are
managed by J. H. Blades, includ-
ing Constellation, owned by Lor-
entzen; Calidad owned by Pan-
handle Eastern; H&R Block In-
surance and Radius owned by
H&R Block Inc.; St. John's, owned
by Blades; and Lakewood owned
by Empire. The other two, Wal-
ton Insurance Ltd. owned by Phil-

lips Petroleum, and Transcon In-
surance Ltd. owned by Ford, are
managed in-house by the parent
corporations. m
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Machine makers muster for tort reform
By MARIE KRAKOWIECKI

FRANKLIN, MA.-A group of
about 30 small manufacturers met

here January 14 to discuss ways
they could overcome a common

problem: their inability to obtain
adequate products liability insur-
ance.

They came up with an initial
solution: formation of an organiza-
tion called RETORT (Reason and

Equity in Tort) which will lobby
for changes in the tort law sys-
tenn.

The group, which was orga-
nized by Elliot (Pete) Rosenberg,
president of Thomson National

Press Co., Franklin, also planned
ways it could work with the Mas-

sachusetts legislature to encourage
passage of products liability re-
form law. The group favors mea-

suits requiring all insurance com-
panies that write liability cover-
age in the state to offer products
liability insurance, and would set
up a joint underwriting board to
help companies which don't have
such insurance.

Peter P. Harrington, Massachus-
etts Democratic state representa-
tive on the house insurance com-

mittee, dropped in on the meeting
to lend support and answer ques-
tions about a bill he helped spon-
sor which will come up for public
hearings in February.

Rep. Harrington urged the group
to work actively to support the
bill if they want even .a 50-50
chance of seeing it passed.

Mr. Rosenberg, whose Thomson
National Press Co. has already
spent about $20,000 of its own
funds pushing product liability re-

form, presented an agenda of a

dozen aims RETORT would shoot

for in changing liability laws and
insurance company practices.

The group also would like the
legislation extended to other

states, in the form being support-
ed in Massachusetts.

As part of its 12-point package
of suggested reforms, RETORT is
supporting two proposals to amend
the U.S. workers' compensation
act, which would give machine
tool and other machinery makers
recourse against machine users in
cases where equipment is altered
or misused after is is purchased.

These amendments were original-
ly proposed by the National Ma-
chine Tool Builders Assn., in re-
sponse to past cases in which ma-
chinery makers were held liable
for injuries caused by machines
which had been substantially al-

$60 million may not cover final loss

Toxic chemical suits quietly settled
By ELISABETH M. WECHSLER lieved the full settlement is cov- are unconfirmed reports of ad-

ered by insurance. verse effect on humans as well.

GRAND RAPIDS, MI.-Farm So far, some $26 million has (Business Insurance, May 19, 1975
Bureau Services Inc. of Michigan been paid out in claims and ex- and June 30, 1975.)
settled its $275 million-plus liabil- penses stemming from the inad-
ity suit against Northwest Indus- vertent substitution of a highly The fact that a settlement had

tries Inc., Chicago, and two sub- toxic fire retardant (PBB) in been reached was announced at

sidiaries, out of court for approx- place of an animal feed additive the end of December, but no de-
imately $60 million. by Michigan Chemical Co. and tails of it were given. It reportedly

Details of the still-unpublicized suppli ed to the Farm Bureau, required several months of nego-
settlement were obtained from re- which in turn sold it to farmers. tiation. The first part of the agree-
liable sources, but the principals Thousands-possibly a million ment, which is viewed ·as "bind-
involved would neither confirm -livestock have died in the last ing and contractual," provides an
nor deny the information. It is be- four years as a result and there estimated payment of $19.6 mil-

lion to the Farm Bureau to be

used to pay "legitimate" claims.
Of that amount, $1.6 million re-

p ort e dly covers reimbursement
from Northwest Industries, Mich-

Survey details latest
Co. to the Farm Bureau for pre-
igan Chemical and Michigan Salt

viously paid livestock claims. An

benefit trends-page 4 the Farm Bureau in exchange for
estimated $9 million was paid to

its agreement to drop countersuits
against Northwest Industries and

Continued on page 21

tered. Machine tool makers have

charged that those injuries were

caused by the alterations, not by
the machines themselves.

The group called for a compre-
hensive workers' compensation
plan which would compensate an
injured worker out of insurance
carried by both the employer and
the machine manufacturer on the

basis of comparative negligence.
The compensation plan would be
administered by a panel determin-
ing how negligence would be ap-
portioned, and the award to the
worker would be based on a sched-

ule of benefits established by the
panel, limiting the amounts recov-
erable for injuries.

RETORT also wants to see re-

view boards established, to handle
preliminary screening of all prod-
uct liability cases before suits can
be filed, and to determine the
merits of the cases. The group be-
lieves this would help reduce the
long backlogs of product liability
cases currently in the courts.

The group called for limits to
be set on the contingency fees
that lawyers can charge in prod-
uct liability cases, to prevent what

Continued on page 2

High court considers
disability benefit suit

By PAUL R. MERRION

WASHINGTON-Whether em-

ployers violate the law by exclud-

ing pregnant women from disabil-
ity insurance benefits is now be-

ing considered in two class action
suits before the U.S. Supreme
Court, after oral arguments were
heard early last week.

A deision that goes against the
companies will mean the extension
of employe disability benefits for
pregnancy-related absences. Em-

ployers who currently restrict
them are estimated to be about

half of all U.S. employers.

Presumably, the decision will
also extend to medical benefit

plans that exclude pregnancy, al-
though the consolidated cases now
under review involve only income
maintenance plans.

General Electric Co. and Liberty
Mutual Insurance Co. were the

objects of separate suits charging
they violated Title VII of the 1964
Civil Rights Act, which forbids
discrimination on the basis of sex

when providing pay or benefits.
In each instance, the company

argues that including pregnancy
as a disability absence would pro-
duce excessive costs.

"If maternity benefits were in-
cluded, they would constitute the
greatest number of claims and be
the greatest drain on the plan,"
said Kalvin M. Grove, Liberty

Mutual's counsel. "The company
would have to revise the plan and

require higher contributions from
employes."

The cost of providing disability
pay benefits for women is already
70% higher than it is for men at
General Electric, according to the
company's counsel, Theophil C.
Kommholz. If the plan were al-
tered to compensate all pregnancy-
related absences, he said the com-
pany estimates disability pay costs
for women would be triple those
paid to male employes.

"For sound and solid business

reasons, this exclusion was writ-
ten into the plan," Mr. Kummholz
told the Court.

However, it is hard to say what
weight the cost factor will have
when the Justices decide whether

sex discrimination exists.

During the arguments, newly-
appointed Associate Justice John
Stevens asked Mr. Kummholz

whether the elimination of wage
Continued on page 22
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Product liability...
Continued fron page l
some manufacturers see as lawyer
exploitation of current product lia-
bility statutes.

Among the key elements of the
package were calls for guarantees
of availability of product liability
insurance at reasonable cost; a
statute of limitations whereby
legal actions charging product lia-
bility must be begun within 12
years After the date of delivery
of the completed product to the
original purchaser; and support of
national workers' compensation re-
form (S.-2018) which would make
employers subject to subrogation
actions under Occupational Safety
and Health Act regulations, as
well as making opening employ-
ers up to third party actions.

Most of the business people who
attended the meeting were from
small enterprises in Massachusetts
which supply machines and ma-
chine tools to industrial companies.

But there were also concerned

participants from Illinois, Wash-
ington, Rhode Island, Connecticut,
and Maine as well, all with the
same problem and ready to join
forces even as out-of-staters.

Several of them have no insur-

ance at all. Winston Moody Sr.,
president of Rice Barton Corp., a
Worcester manufacturer of paper-
making machines, is one of them.

His firm, founded in 1837, went
without products liability insur-
ance until two recent suits

prompted it to look for coverage.

The two suits involve machinery
manufactured in the 19th century,
and typify one of the suppliers'
common complaints about tort law

as it relates to products liability

today; there is no statute of limi-
tations, regardless of the state of
the manufacturing art at the time
the machine was built.

In calling for the formation of

the RETORT group, Thomson
Press's Mr. Rosenberg, who is also
chairman of the product liability
insurance committee of the Small-

er Business Assn. of New England
(SBANE) commented:

"I think we all agree with Win
Moody of Rice Barton that you
have to have a strong stomach or
be stupid not to be frightened by
the threat to domestic manufac-

turing industry from a misguided

and unfair judiciary, an uncon-
trolled insurance industry and a
bounty-hungry Trial Lawyers'
Assn.

"What started out as a curiosity
quickly became shock and, yes,
fear.

"Apart from the purpose of our
meeting today to support legisla-
tion in Massachusetts, there is a
crying need to work on a national
level within other states and in

contact with the government in
Washington," he said.

Mr. Rosenberg said the law firm
of Foley, Hoag & Eliot will be
working on the mechanics of es-
tablishing RETORT.

In a speech the next day to
SBANE, Mr. Rosenberg told small

manufacturers that they don't
have to lose a products liability
case in order to have their insur-

ance cancelled under existing laws.
He cited the case of Dunham vs.

Vaughn and Bushnell, in which the
defendant was nothing more than
a warehouseman and wholesale

distributor of hammers which
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passed through his warehouse in
sealed boxes without any handling
or distributing.

"Isn't it ironic that cases where

the judiciary would protect us

from the depredations of large cor-
porations have led through the
wholesale application of the theory
of strict liability to a time when

only the larger corporations will
be financially able to self-insure
and survive?" he asked.

At the meeting in Franklin the

day earlier, Mr. Rosenberg, who is
a member of the Boston chapter
of the Risk and Insurance Man-

agement Society, said he would
consider asking RIMS members
for advice on how to cope with the
problem on a national level. •

Susan Alt is

named to top
editorial post

CHICAGO-Susan J. Alt was
named editor of Business Insur-

ance, replacing Stephen D. Gil-
kenson.

Mr. Gilkenson was named pub-
lisher of Pensions & Investments

in addition to continuing as that
magazine's editor.

Susan Alt Alfred Malecki

Alfred Malecki, who was pre-
viously publisher of both maga-
zines, will now be devoting all of
his time to Business Insurance.

Mr. Malecki has been publisher of
BI since 1970. He directed Pen-

sions & Investments from its in-

ception in late 1973, spending a
good deal of time on that publica-

tion in its early years.
Ms. Alt joined Business Insur-

ance in October, 1973 as manag-
ing editor. She had been midwest
editor for Home Furnishings
Daily, a Fairchild publication. She
has been a financial reporter since
1969, and is a graduate of Western
Michigan University with a de-
gree in business administration.

Ms. Alt is currently enrolled in
the final course leading to the In-
surance Institute of America's

certification in risk management.
She is based in Chicago.

The shifts were announced by

Keith Crain, group publisher of
Crain Communications Inc., and
Mr. Malecki, publisher of Busi-
ness Insurance. Crain Communica-

tions also publishes Advertising

Age, Automotive News, Industrial
Marketing and several other trade
nnagazines. m
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Two survivors found

Lloyd's takes most
of tanker's total loss

LONDON-A key to the mys-
tery over one of the world's big-

gest insured maritime losses, the
$27 million loss of the Norwegian
tanker Berger Ista, was provided
when two survivors were rescued

this month.

The two Norwegian sailors were
picked up by a Japanese fishing
boat three weeks after the ore

carrier was destroyed on Decem-
ber 29.

About 70% of the total loss for
the hull and cargo was insured by
Lloyd's of London. The tanker it-
self was valued at $18.2 million,
while the cargo of iron ore was

estimated at $9 million, Lloyd's
told Business Insurance.

Originally, the vessel was in-
sured in Norway. There is still a
certain amount of primary cover-
age there, as well as some re-
insurance, which is spread pri-
marily among insurers in London

and Scandinavia, London marine
sources confirmed.

Lloyd's underwriters were in-
volved with a little more than $19
million of the $27.2 million in-
sured total. There is no significant

American participation in the di-
rect primary insurance, although
the American Hull Insurance Syn-

dicate said it has a portion of the
reinsurance, which is said to be
widely spread.

The ship carried a crew of 32
before it sank in the Pacific

Ocean off Mindanao, southern-
most island of the Philippines.
Apparently, protection and indem-
nity clubs in London were not in-

volved with underwriting the lia-
bility insurance for the crew.

A British source said most of

the P&L coverage was underwrit-
ten by a Norwegian pool in Oslo,
along with some of the reinsur-
ance.

According to a Norwegian or-
ganization known as N.V., which
stands for Norske Veritas, the
rough equivalent of the American

Bureau of Shipping, the ship-
wrecked 224,000-ton Norwegian

tanker belonged to Cig Bergosen
D.Y., an Oslo firm, in care of the
General Ore International Corp.
General Ore is in turn owned by
General Oceanic Corp. The tank-
er sailed under a Liberian flag.

According to the two survivors
who were rescued January 18,
the Berger Ista was ripped apart
by three explosions on December
29 and sank. Before their report,
no one knew what had become of

the tanker.

The vessel had sailed exactly
one month earlier with a cargo of
iron ore from the Brazilian port of
Tubarao bound for Tokyo, where
it was due January 5.

For three weeks, no one knew
what had happened to the Berger
Ista. A search for survivors was

called off in despair a full week
before the two sailors were picked
up by the Japanese boat. It was
resumed after their rescue.

According to reports, although
the loss of the Berger Ista was
huge, it was spread among so
many different underwriters in
London and Scandinavia that it

is not expected to cause a major
strain on the marine market.

The Lutine Bell, Lloyd's tradi-
tional signal of a shipwreck, was
sounded after the Berger Ista's
survivors were rescued. •

NY considers switch

to claims made- form
NEW YORK-Two public hear-

ings concerning the medical mal-
practice insurance situation in
New York will be held in Feb-

ruary by the state insurance de-
partment.

The first, on Monday, February
9, will explore the feasibility of
permitting "claims made" medi-
cal malpractice insurance policies
in New York.

A claims made policy would
cover claims reported to the com-
pany during the policy period for
which the coverage is effective.
But it would only apply to claims
that arose from occurences during
the policy period or during any
previous period in which the in-
sured was covered by the same
carrier. This approach is not cur-
rently approved in the state.

Medical mall,ractice policies in
New York are written on an "oc-

currence" basis, which covers med-
ical malpractice claims resulting
from professional services ren-
dered during the policy period for
which coverage was effective and
reported during the policy period
or any time in the future.

The second hearing, on Wednes-
day, February 11, concerns excess
liability (umbrella) policies for
hospitals.

The hearing will take views
from interested parties about
whether changes in these regula-

tions might be necessary. It has
been suggested, for example, that
suspension of rate filings for such
risks as provided under Regula-

tion 51 should not be continued.

The department wants to ex-
plore what kind of impact such a
change in the regulation would
have on the continued availability

of excess liability for hospitals.
Both hearings were prompted

by recommendations made in a
January 1976 report by the de-

partment's special advisory panel
on malpractice insurance.

They will be held at Two World

Trade Center, New. York, N.Y. at
10: 00 a.m. on their respective
dates. Persons wishing to testify
at the hearings should write to the
director of public affairs at the
New York State Insurance Dept.,
including a copy of the statement
to be presented.

Letters concerning the hearing
"claims made" policies shouldon

be written before February 2,
while those for the hospital excess
liability cover should be written
before Februray 4. •

errors &
omissions

The risk management depart-
ment at retailer W. T. Grant Co.

continues under the direction of

insurance manager Stephen R.
Frey, despite the firm's filing for
bankruptcy in 1975. It was inc6r-
rectly reported in the last issue
that the company had eliminated
its risk management department.
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Crop insurance line Liability plan
..

for pensionseen as indicator of *-
consultants'

underwriters' future E&0 risks
ST LOUIS, MO -"What ulti- levels, some farmers started hav- TORRENCE, CA -Cal-Surance

mately happens in crop insurance ing trouble getting loans unless Associates, a privately-held bro-
could very well happen to the rest their crops were covered by an kerage and general agency, has be-
of our business," observed Dean all-risk policy," he said

gun a program of administeringMitchell, executive vp of Farm The federal government 8 in pension consultants' errors andBureau Mutual Insurance Co. a position of virtual monopoly omissions coverage for members
(Iowa) (and) their position is becoming of the Assn For Advanced Life

"We are in danger of losing this stronger," he continued, estimat- Underwriting (AALU)business to our number one com- ing its share of thd market at $70
The program, which iS avail-

petitor, Uncle Sam," Mr Mitchell milhon, up from $30 million three able exclusively to members of the
warned "The reasons we got into years ago

AALC, was arranged by Cal-Sur-
this predicament and the attempts The 12 Or 15 companies includ- The federal g Ivernment has taken over tie hon s shore of all-r sk crop ance through Stewart, Smith, Hat-we are making at getting out of ing some Farm Bureau companies insurance business in the last few years dinger Inc, Los Angeles
it are more important than the which marketed all-risk crop in- According to a letter sent out to
coverage itself, because they 11- surance last year had loss ratios crop damage, lt lS a return to the industiy, and by tightening legis- members of the AALU, the new
lustrate the ever-present risk of "as high as 800%," he said. subsidy system which gave farm- lation, requirements and regula- coverage will carry premiums
government takeover and what Mr Mitchell criticized the fed- ers 30 years of trouble," he tions lt eventually becomes the based on the size, location and ex-
defenses are available to us " eral government's competitive ad- claimed only pocket deep enough to pro- posures of the insured The letter

vantage "The Federal Crop In- vide the' lavish benefits lt de- further stated that premiums will
He mentioned that crop insur- surance Corp is subsidized through "What we have here . is a mands " Mr Mitchell charged vary from a minimum of $325 toance was a $9 million line for his appropriations which allows it to classic mstarice of government He pi aised an agreement by 16 approximately $1,250 "for the base

company, compared with a $300 sustain losses that would be un- versus privat& enterpnse, and d insurance companies 4,

to seriously limits of coverage
million market for the 1976 grow- acceptable to other companies," makes little difference if the bone explore *the idea of) all-risk Lloyd's of London 15 underwrit-
ing season He addressed his re- he charged of contention is crop insurance, coverage " Its purpose would be ing the coverage through Stewart,
marks to the annual meeting of "The disaster relief available auto, residual markets, health in- to act as a pool with the federal Smith, Haidinger Inc
the American Farm Bureau Fed- under the 1973 Agriculture Act ' surance, medical malpractice or gore-nment as reinsurer
eration here acts as a disincentive to buy ade- other lines," according to Mr "The American Farm Bureau Donald E. Martin, CPCU and

The government has been sell- quate insurance at all," he con- Mitchell Federation announced ( tha- its president of Cal-Surance, a divi-
ing all-risk crop insurance since tinued "Almost $600 million was "Within tte usual chain of farm members) would be willing mon of Chartered Financial Ser-
1938, Mr Mitchell claimed, not- paid to farmers last year to com- events, the go,·ernment undertakes to forego any free insurance in the vices Corp, told Business Insur-
ing that demand for it was not pensate crop damage by natural to meet some real or imagined form of disaster relief as their ance to his knowledge "this is the
significant until the last few elements While these payments need, which in some cases it has contribution to fighting mflation only program of this type in the
years. were certainly welcomed by farm- created itself Then it proceeds to and excessive government srend- country "

"As crop values rose to new ers who suffered a catastrophe in cut deeper inroads into private ing," Mr. Mitchell noted Chief among the cover's main
features is the fact that lt COm-

bines and updates three separate
Pru counsel argues case for reinsuring benefits contracts for actuaries' errors and

omissions, employe benefit plan
consultants' errors and omissions
and life insurance brokers' E&0

ERISA seen allowing use of captive Written on a claims made basis,
the policy sports minimum limits
of coverage of $100,000, although
higher limits are said to be avail-NEWARK-A lawyer for a ma- however, the captive is not di- • Accept no other fees or cBm- state purportlng to legulate insur- able

Jor insurance company said rein- reetly liable to participants Rath- pensation foi services ance companies The minimum deductible 15
surance with a captive "would er the company ceding reinsurance • Reveal the name of any com- Mr Hannon noted that New $1,000, it Increases to an extent
seem to be a valid approach" un- to the captive is," he pointed out pany from wh )m they receive oth- York end Penr.sylvania have al- when the insured firm increases
der the Employe Retirement In- .

The relationship between the er sales incen iveS read> affirmed that, in view of its personnel
come Security Act ( ERISA) participant and the ceding insur- .

In other v'ords," Mr Hannon ERISA, an uninsured employer Eleven exclusions come with the
"On the surface, you could con- ance company is no different from said, " (an ageit) should do all he welfare plan is not subJect to state policy

clude that reinsurance with a cap- what it would be if the plan were can to avoid ,holding himself out insurance regulation One of these 15 for claims
tive is an indirect means of ac- not reinsured," Mr Hannon said as a wholly mipartial advisor who On the other hand, he cited an brought "about by the perform-comphshing what is prohibited by Another part of ERISA which would be expected and Indeed re- Illinois case, Elenteny, et at v ance or non-performance of pro-
ERISA," said William F Hannon, raises questions for insurance quired to act |solely in the inter- Wilcox, et al, which held that an fessional services rendered by aassistant general counsel of the companies are those dealing with ests of the plan uninsured multiple employer trust corporation, association, partner-Prudential Insurance Co fiduciary responsibility, he said was not exempt from state insur- ship, Joint stock company, trust,

But a second look, he explained, One section (401) indicates that In the area of preemption of ance depu tment regulation cooperative association, or unin-would indicate that "insurance the assets of a plan "to which a state regulatidn of employe bene- .

There 1: considerable difference corporated organization of which
company assets are not plan as- guaranteed benefit policy is issued fit plans, Mr  Hannon said "per- between an employer paying ben- the assured or an employe of the
sets Accordingly, since the premi- by an insurance company are not haps the more{interesting and con- efits to his own employes and the assured is a director, officer or
ums for the reinsurance are paid necessarily assets" of that insur- troversial" is contained in Section administrator of a multiple em- employe or a trustee or partner or
from the insurance company's as- ance company "If this is the case, 514 (b) 1 ployer trust collecting payments while acting in any fiduciary ca-
sets, there is no transfer of plan the insurer is not a fiduciary in "Neither an employe benefit from some 250 employers and pay- pacity (other than as an independ-
assets to the captive when premi- the typical fully insured welfare plan . nor ahy trust . shall be ing claims on their behalf as was ent actuary, employe benefit plan
ums are paid," he said plan," Mr Hannon observed deemed an | insurance company apparently done in the Illinois consultant or life insurance agent"This being the case, lt would for purposes of any law of any case/' Mr Hannon believes • or broker)
appear that there is no violation But he pointed to another sec-
of the prohibited transaction sec- tion that "adds complications " A
tions (Nos 406 and 408) in the Section 503 says that each plan
typical captive reinsurance situa- must afford a participant whose Aet r to write rail workers' dental
tion," he added claim for benefits has been de-

WASHINGTON-The National in selecting a dental underwriter cy, prosthetic and basic dental care
Mr Hannon went on to say that nied a reasonable opportunity for Raillway Lab6r Conference, rep- About 25 carriers were sent pre- to all insureds, plus orthodonticit might be possible to obtain an a full and fair review by the ap- resenting 304 railroads, picked liminary Inquiries Of those, five work on children under 19 years

exemption even if a ruling holds propriate named fiduciary of the Aetna Life & Casualty to under- were seleeted as finalists before of agethat the prohibited transaction sec- decision denying the claim write a group dental Insurance Aetna w on the contracttions do apply "Though the insurance company policy for moe than 15 million Aetna, which claims to be the The contract plan was estab-
may not be a fiduciary, as the final rail employes and dependents nation's largest writer of group lished as part of the railroads' na-

"It appears that the 5 % of pre- arbiter of the benefits payable un- The plan, said to be the largest dental insurance, said the prime tional wage and benefits settle-miums test upon which the ex- der its contract (barring litiga- of its type id the country, will considerat,ons in its winning the ment reached in 1975 It covers
emption for direct insurance is tion), it Will be recognized as the cost the confdrence close to $100 business Included the company's 500,000 operating and non-operat-
based, is intended as a measure of proper party to provide the claim million over the 22-month life of "reputation for service and its na- ing employes represented by 14the potential solvency of the in- review, Mr Hannon believes. the renewable contract, Aetna tional network of dental consult- railway labor organizationssurance company to protect the He noted that for agents or said. ants The plan includes a one-yearrights of plan participants," Mr brokers, being classified as a fidu- "That's a bit of puffery on eligibility requirement for newHannon said ciary would legally bar them from William L. Burner Jr., director Aetna's part," Mr Burner re- employes,- but is completely em-"But there is one very signifi- receiving a commission on con- of research for the conference, marked. ployer-paid on a reasonable andcant difference When the captive tracts they write to insure the told Business Insurance that lim- "As far as we're concerned, customary charge basiswrites the insurance directly, the plan He suggested the following ltS of the poh6 work out to $500 Aetna was chosen because lt was Close to 100 Aetna offices acrossparticipants can look only to the to 'help avoid fiduciary status per individual per calendar year, the lor est bidder on the bum- the country will be available tocaptive for their benefits (and) • Make lt clear to the plan not including limits for orthodon- ness " He declined to say who advise the employes and their de-the solvency of the captive is sponsor that they are acting in a tic treatment I the other four finalists were pendents as to their benefitstherefore important to the partic- sales capacity for the insurance The Philadelphia office of Tow- The contract, which becomes ef- These offices will also processLpants," he noted company and that they will re- ers, Perrin, Fdrster & Crosby act- fective March 1, 1976, provides claims of the employes and their"In the reinsurance situation, ceive a commission
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Study shows benefits keeping up with rising costs
NEW YORK-A trend to im-

proved employe benefits, especial-
ly in rnajor medical coverage over
the past five years in new benefit
plans was noted in a study by the
Health Insurance Institute (HII)
published this month.

Comparing new group insurance
plans written in 1975 with those
written in 1970, the survey found
that 71 % of the employes covered
by comprehensive major medical
expense plans in 1975 had a maxi-
mum benefit of more than $100,-
000.

In 1970 the survey found no new
group plans had more than $100,-
000 in maximum benefits and only
1.2% of employes covered by ma-
jor medical plans had a maximum
benefit of $100,000,

According to the Institute, in
1970 $20,000 was the maximum
maj or medical benefit for the lar-

gest percentage (30.1 %) of em-
ployes covered.

The fast improvement of major
medical maximum benefits "re-

flects the fact that prices are ris-
ing," a spokesman for the HII told
Business Insurance.

"Benefits are improving, it's
true," he added, "but the best you
can say is they are keeping pace
with rising costs."

That so many more employes
today have a high level of major
medical benefits also reflects the
fact that "unions are worried about

the effect a serious illness can

have on a family,' the spokesman
said.

The Institute studied new bene-

fit plans issued in 1975 and de-
fined trends in new plans since
1970. The survey included 838,824
insured persons, of whom 272,454

are employes and the remainder
dependents.

As the benefit plans studied by
the Institute varied in both the

number and scope of benefits of-
fered, so did the figures vary re-
lating the numbers of employes
covered by different benefits.

The following are highlights of
the new benefit plans written in
1975:

Of the 13,440 employed persons
in the survey covered by basic
hospital expense plans, nine in 10
had daily room and board bene-
fits of $40 or more; four in 10 had
insurance that paid for all covered
semi-private accommodations and
nine in 10 were insured fully for
miscellaneous hospital expenses of
$500 or rnore.

For the 87,426 with basic diag-
nostic x-ray coverage, 98 in 100
had maximum benefits of $50 or

more (seven in 10 for $100 or
nnore).

Of the 139,126 employed persons
covered by supplementary major
medical expense plans, nine in 10
had a $100 single deductible, nine
in 10 had maximum benefits of

$25,000 or more; eight in 10 had
$50,000 or more and six in 10 had
$100,000 or more.

Treatment of nervous and men-
tal disorders was covered for 47

of 50 covered by supplementary
major medical expense plans, in-
cluding seven in 10 with full ben-
efit plans.

Of the 82,697 employed persons
in the survey covered by compre-
hensive major medical expense
plans, one in four had an initial
deductible of $100; nine in 10 had
maximum benefits of $25,000 or
more, eight in 10 had $50,000 or

All Marsh G McLennan offices
are created equal.
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000000000000
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000000000000

Except one.
What makes one office exceptional is the fact that it's your local Marsh & McLennan office. Close to
you, your business, your needs. E] Even so, it's even-up in expertise with all of the other Marsh G
McLennan offices...thanks to our National Services Organization. CThis means each of our offices
can tap the full resources of the company's extensive technical and professional skills. Consider
how this can help you. Corporate risk management problems often call for highly specialized solu-
tions, which local Marsh G McLennan offices, working with National Services Organization spe-
cialists, are equipped to deliver. For all our clients. Everywhere. Dit's a big promise that each of our
international network of offices is able to keep. El The more you know about Marsh G McLennan,
the more you'll know how we got to be the world's leading insurance broker.
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to insurance,
cometo

the leader.
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more and seven in 10 has $100,000
or rrlore.

Nearly all the persons covered
by comprehensive major medical
plans had some type of daily room
and board limit; however 59% had
this limit on private room accom-
modations only.

Nine in 10 persons covered by
comprehensive major medical
plans had benefits for treatment
of nervous and mental disorders

and eight in 10 had full plan ben-
efits for them.

Three in 20 employes surveyed
had dental coverage; three in 10
had dental care integrated with
major medical plan, while four in
10 had comprehensive dental plans.
Of the latter group one-fourth had
a maximum annual benefit of $1,-
000 or more.

Half the 272,454 employes had
nursing home or extended care
facility coverage. Of this group,
eight in 10 had daily room and
board benefits of $30 or more, in-
cluding four in 10 with full pay-
ment for semi-private rooms.

Short-term disability income
coverage was provided for 82,754
employed persons in new plans
written in 1975, the survey found.
Of this number, 75 % had benefits
from the first day ot total disabil-
ity due to accident and from the
eighth day due to sickness.

Three in 10 persons with short-
term disability income coverage
had 13 week benefit plans; six in
10 had 26 week plans and one in
10 had 52 week plans.

Of the 32,047 employed persons
covered by long-term disability
plans, six in 10 had benefits that
began after three months of dis-
ability, while three in 10 began
after six months.

Over the five year period from
1970-1975, the following trends in
benefits were noted in the study:

The number of employes with
$50 daily room and board benefits
for hospital coverage increased
from 33% in 1970 to 75% in 1975.

In 1970 14% of employes had an
intensive care benefit, providing
double the room and board ex-

pense if intensive care is needed
while in 1975, 35% had it.

Most employes under basic group
plans in 1975 had available maxi-
mum surgical expense benefits of
$500 or more; approximately 55%
had such benefits in 1970, com-
pared to 84% in 1975.

The percentage of those with
maximum surgical benefits of $2,-
000 or more increased from 23 %
in 1970 to 65% in 1975.

The ratio of employes covered
by 26 week short-term disability
plans increased from 52% in 1970
to 59% in 1975 and those protect-
ed under 52 week plans increased
from 3 % to approximately 8%.
The number of employes covered

by 13 week plans decreased from
45% in 1970 to 34% in 1975.

Long-term coverage, providing
accident and sickness benefits to

age 65 was available to 89 % of
the employes in 1975, compared
to 78% in 1970. In 1975 94% had

a maximum available monthly in-
come benefit of $1,000 or more,
compared to 76 % in 1970.

Dental coverage was available
to 11% of employes in plans the
Institute studied in 1970, compared

to 18% in 1975
In 1970 61.5% of employes in

plans the Institute studied had
maternity coverage for themselves
and a dependent, compared to 56%
in 1975.

In 1975, 35% of employes had
the total cost of their group health
insurance paid for by the em-
ployer, 61 % of employes con-
tributed to the cost of their group
protection and 4 % paid the total
cost themselves. Figures for 1970,
the Institute says, are similar. •
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Benson Optical, Inc., one of our
workmen's compensation policy-
holders, processes and distributes

.44*,

eyeglasses and optical instruments and
equipment nationwide. Their business is not
particularly hazardous, and their file reveals
a highly favorable loss record... which are
exactly the factors that can lull a firm into
complacency. However, that's never been a
danger at Benson's, where management has
consistently kept safety objectives clearly in
focus. That' s why it's especially pleasing to
have this foresighted policyholder compli-
ment the thoroughness of our safety
consultants.

"It's obvious that your people take their jobs

very seriously,' a top Benson executive told

us. "I go over their reports carefully and per-
sonally follow up on their suggestions:'

He went on to cite some recent cases where

hazards had been identified and corrected

before they could turn into accidents. What
might have happened had these dangers
been overlooked is anybody's guess... but
everybody is glad it didn't. This kind of keen-
eyed safety consultation from an insurer,
combined with conscientious response by
the policyholder, makes it possible for insur-
ance to accomplish its most vital function-
protecting human capabilities. We I i ke to call

it the insurance partnership. That's the view-

pointyou'll find when you come tothe source.

COME TO THE SOURCE

GettheWausau Story

1,: r

EMPLOYERS INSURANCE OF WAUSAU Wausau, Wisconsin
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editorial opinions

Time for repeal
T HE FORD ADMINISTRATION plans to push for changes
1 in federal laws that exempt U.S. property and casualty

insurers from federal regulation and antitrust jurisdiction.
According to reports circulating in Washington, the Justice

Department's antitrust division, with the blessing of some key
industry people, has begun work on a draft proposal for the
White House that would substantially reduce the power of
state insurance regulators in the setting of rates for insurance.

Specifically, backers of such measures seek repeal of the
McCarran-Ferguson Act of 1945. McCarran-Ferguson, adopt-
ed a year after the Supreme Court reversed its long-standing
view that insurance did not fall into the category of interstate
commerce, says that regulation of the insurance industry is
vested in the states and that antitrust and other federal laws

apply only in areas not regulated by the states.
It's our opinion that McCarran-Ferguson has outlived its

usefullness. Its repeal, we believe, would serve the interests
of both the consumer and the industry.

McCarran-Ferguson has had the effect of overemphasizing
the rate-making or rate-approval aspect of state insurance re-
gulation. Unfortunately, too many state insurance commis-
sioners and their staffs have spent more time with rate filings
than they have in policing the financial solvency of the com-
panies operating within their jurisdictions. Too, if the state
insurance regulatory process had not been so concerned with
rates, regulators may have been more energetic in seeing that
companies operating in their states marketed their products
in a more orderly and efficient fashion.

The old bugaboo about deregulation of rate-making lead-
ing to the gouging of the American consumer just does not
stand up any more. In a number of states where rate-making
has actually been deemphasized, including California, for ex-
ample, this has not turned out to have been true.

State insurance regulation, at best, has been uneven and
extremely unwieldly for the nation's insurers to contend with.
Any reasoned effort on the part of the federal government to
smooth out the regulatory process is welcome news-so long
as that welcome is not overextended by the creation of great-
er bureaucracy.

Reasoned reaction
U/ ITH SOME FOUR million workers in this country
7 V represented by unions which are negotiating contracts

this year, we've already heard employers bemoaning the fact
of benefits costs, and their inability to afford more wages
and benefits while in the clutches of recession and inflation.

We think employers would do well to approach the work-
ing public with an ear to what they're saying. While a recent
experience of ours is certainly not representative of every
working person's sentiments, we think the comments of a
Chicago cabbie are worth mentioning.

This fellow is a member of the Teamsters Union, and
works as a truck driver/loader at a local trucking firm. He
works three jobs-to make enough money to care for his fam-
ily, he said. And he thinks the latest Teamster demands are
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Of course our alarm system will need a bit of up-dating.

outrageous.

"Do you realize that my employer already pays over $40
a week for my pension and welfare benefits? And now we're
asking for almost $40 more per week for health, welfare and
pensions? That's stupid," he declared. (In fact, trucking em-
ployers pay $44 a week for these benefits.)

He went on to say that he knows there's no way employers
are going to be able to pay for benefits like that. It all came
down to the fact that this guy would rather have a job and
an employer, than more wages and benefits.

"What do I need more fringes for?" he wondered. He al-
ready has full dental care, eyeglass/optical coverage for him-
self and his family, and other benefits he thinks put him in
good stead. "I don't pay for anything," he admitted. "I don't
need more."

Then he chuckled and noted that the union also demanded

of trucking employers 10 more paid holidays (in the form
of sick leave) for union members. "We get so many holidays
now, that I'm off when my kids are in school and my wife's
at work. There's nothing to do, and I get bored. So I usually
work quite a few holidays ahd make an extra buck," said
this trucker.

The wage and benefit demands really made this fellow
snort. "The Teamsters notified my employer that they want
wage increases that will amount to something like 35% over
the life on the contract. I can't believe it," he offered.

With no coaxing and little encouragement to continue the

conversation, this trucker-cabbie-maintenance man went

even farther: "I know I wouldn't be where I am today with-

out the union, but I still think the unions are going too far.

These demands might force employers to go broke. Then
we'll all be out of work. It doesn't make sense. I think it's

got to stop somewhere."

What would he think is fair? "I'd be glad to settle for a
cost-of-living adjustment plus 25 cents an hour over the
three years and no benefit changes." Sounds more reason-
able, to be sure.
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Consultant certification

To the Editor: I would like to

compliment you on your editorial
opinion regarding certification of
risk consultants contained in your
December 29 issue. Due to the na-
ture of our profession, I have al-
ways held that one society should
be sufficient for all practicing
consultants. I would hope your
prodding of our profession may
result in some active steps to ac-
complish such a consolidation.

Kevin F. Donoghue

Kevin F. Donoghue & Associ-
ates, Boston, Ma.

*:*

To the Editor: As a consultant,
I read with interest your items in
the December 29 issue on the sub-
ject of consultants. The article by
Gary Bausom especially was well
researched and thoroughly objec-
tive.

Your editorial on certification of
risk consultants apparently picked
up the point in that article that
the Institute of Management Con-
sultants operates a certification
program for management consul-
tants. You want on to suggest that
risk management consultants

should do something along the
same lines. This is an immensely
complicated subject to which I
would like to add a few thoughts.

First of all, creation of a CMC
(Certified Management Consul-
tant) designation by the Institute
of Management Consultants is an
isolated act, not representative of
professions in general or consul-
tants in particular. Other profes-
sions have educational and experi-
ence requirements as well as state
licensing, but do not generally
have examinations prepared by
their professional groups. Exami-
nations are generally administered
by state licensing boards. The
largest and nnost prestigious asso-
ciation of management consultants
is the Assn. of Consulting Manage-
ment consultants is the Assn. of

Consulting Management Engineers
which does not have a certifica-

tion program.
Exceptions to this practice are

the very fine CLU and CPCU
programs, which meet a particular'
industry need.

However, lack of strong prece-
dent does not mean the program
wouldn't be desirable. Risk man-

agement consulting has no gener-
ally recognized standards and
practices between companies vary

widely. Before examinations are
created, a consensus is necessary
-and that alone is a monumental

task. However, there is merit in
your suggestion and the IRMC
will certainly consider the ques-

Continued on page 8
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That's why we're introducing
Management Consultants
Errors&Omissions Insurance.
For the next forty-five seconds, pretend you're
your own client.

And answer these questions:

What's one of the first things that you, as a
management consultant, would recommend to
yourself-or to any management consultant?

Errors and Omissions insurance?

You're darned right.

Because (as you'd patiently explain to
yourself), managementconsultantsare expected
to handle all kinds of tough, sensitive assign-
ments these days.

Which means they can end up with all kinds
of tough legal problems. For themselves.

That's when they'd better have National
Union's E&0: Designed for members of recog-
nized associations (including executive search
consultants) in the management consultant field,
acting within the scope of their professional
duties. And providing insurance for defense
costs and for the settlement of awards covered

under the policy

One thing more: When management con-
sultants insure with National Union, through
an agent or broker, they're protected by a com-
pany that respects the professionality of their
work. And understands the wide, wide scope of
their responsibilities.

So, do yourself a favor. Get the information
you need. Then get the protection you need.

And congratulate yourself on another
consulting job-well done!

Note: Commissions are paid to all brokers submitting this policy. Approved in most states.

a
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AND GET
SUED.

Managing Broker:

Allen-Kernan-McKown,Inc.
6 East 45th Street, NewYork, NY 10017

Please send me more information about your
Management Consultants E&0 Insurance.

Name

Title

Company

Artrirets

(Please Print)

Phnnp

City StAte 7ip
130-7601-58

Underwritten by
National Union Fire Insurarce Company of Pittsburgh, Pa.

/F' A Member Company of
FIL' V American International Group
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letters

Continued from page 6
tion at length.

Now to the more sensitive issue

of professional ethics. Your article
by Mr. Dintleman expresses no
concern about an individual act-

ing as both broker and consultant.
In addition, you, in your editorial,
indicated no objection to a consul-
tant being paid by an insurance
company as long as all parties
were aware of the transaction. It

is on this point that those of us in
the Institute of Risk Management

Consultants do not agree with you
or with some other consultants

who are rnennbers of the Insurance

Consultant's Society.
The subject of conflict of inter-

est is most difficult to grasp. Many
can see it clearly in the actions of
others but are blind when it comes

to their own actions. Even such

clear and objective thinkers as

Supreme Court justices remove

themselves from cases where any

previous relationship or activity
could create a preconception or
bias. While the subjects of our
concern are not as weighty as
those of the Supreme Court, the
principles are the same and we
are certainly no less subject to
subtle biases.

To illustrate: Suppose an insur-
ance company hired a consultant

to do a large consulting job for it
or for a client. Then, for another
client, the consultant is called up-
on to evaluate this insurance com-

pany's program against that of

another company. I don't think
you can say he would be free from
bias, even though he may very
well believe he is qualified to
make a sound decision.

To avoid these situations the In-

stitute of Risk Management Con-
sultants has established a code of

ethics which states that a member

will not "accept fees, commissions,
or other valuable considerations

from individuals or organizations

whose equipment, supplies, or
services he recommends in the

course of his service to clients." To

us, this seems an axiom of good

business practice in any field of
endeavor.

This does not mean that broker-

consultants or others with differ-

ent viewpoints cannot do a tho-
roughly professional job. It is real-
ly a recognition of the reality that
we all need carefully considered
standards by which our daily de-
cision making-which is subject
to short-term influences»can be

guided.
You mentioned the case of the

consultant who appeared to have
contradicted the code of ethics by
accepting a fee from an insurer.
This point was thoroughly investi-

gated by the IRMC, who found
that the conditions under which

the assignment was accepted ap-
peared at the time to the individu-
al to be ethical. In this he was in

error, and the IRMC took action to

assure that such an incident will

not happen again.
David Wirren, CPCU

President, Institute of Risk
Management Consultants; Part-

ner, Warren, McVeigh, Griffin
& Huntington, 5an Francisco,
Ca.

Earthquake maps
To the Editor: Reference is

made to the article on Page 24 of
the publication of the week of No-
vember 17, 1975 in connection
with a new report from The U.S.
Geological Survey and The Hous-
ing and Urban Development De-
partment.

We are vitally interested in this
information, particularly the tech-
niques for reducing earthquake
losses and the mapping of earth-
quake hazard areas in the State of
California. We understand that a

current report is available from
the U.S. Geological Survey and
another report is now in prepar-

Self Insurance
lime for
another
look? must beconsidered if the program istobeeffective:

James believes in self insurance when it makes

sense for you, but there are 4 critical elements that

Risk Control

Claims Management

Management Information
System

Excess Insurance

James provides expertise in all of these areas.
For complete detailson what James can offer you

in the way of self insurance programs for any line
of coverage, write today. No obligation, of course.
Robert L. Young, Vice President,
Self Insurance Services, 230 West Monroe,

Chicago, Illinois 60606.

James
Fred. S. James & Co., Inc.
Insurance Brokers since 1858

Insurance And Risk Management Services
Through More Than 80 Offices Around The World

ation.

Would you please advise how
to obtain this information and to
whom we should direct our re-
quest.

Edward J. Dowling

Seaboard Underwriters, Chi-
cago, Il.
Editors note: Copies of the re-

port cost $2.80 each and can be
ordered prepaid from the U.S.
Geological Survey, Branch of Dis-
tribution, 1200 South Eads St.,
ATZington, Va. 22202. The paper is
designated USGS Professional Pa-
per 941 -A, entitled "Studies for
Seismic Zonation of the San Fran-
cisco Bav Region.

Complicated subiect
To the Editor: We have read

with interest the article about

overseas metals shipments which
appeared in the November 17th
issue of your magazine and in-
cluded some references to a tele-

phone conversation one of your

reporters had with Hans Oppen-
heimer and Andrew Rossmere of

this office. We feel that this ar-

ticle requires some comments from
US.

All through the article there is
a confusion between ferrous scrap
shipments which are always made
in bulk, generally in very substan-
tial quantities, mostly even in full
cargo lots, and non-ferrous metal
scrap which used to be shipped in
smaller quantities in break-bulk,

packed generallyin drums and/or
bales but is now shipped when-
ever possible in standard 20 or 40
foot shipping containers either
fully enclosed or open-top.

Ferrous or steel scrap has rare-
ly been insured for anything be-
yond FPA conditions; whereas
non-ferrous metal scrap (copper,
cluminum, brass, etc.) has gen-
erally been insured on all-risks
conditions, including shortage in

excess of an agreed percentage.
The old method of shipping this
merchandise has generally result-
ed in substantial shortage losses,
some of which were even a doubt-

ful nature; however, since con-
tainers have been utilized, there
has been a remarkable improve-
ment in the experience.

Prime substantial exporters such
as Commercial Metals Co., Dallas,
then decided, in consultation with
their marine insurance broker, that
the shortage risk on non-ferrous
metal scrap shipped in containers
was really one which could be
borne by them as a purely com-
mercial risk, and for this reason
they changed the coverage under
their open policy to a more re-
stricted one which excludes pil-
ferage and shortage.

There are many other discrep-
ancies in your article which prove
that foreign trade in metals and
marine insurance thereof are high-

ly sophisticated subject matters
which cannot easily be ' encap-
sulated in a short resume. It

would consequently be our rec-
ommendation that in future you
do features of this nature on the

basis of a prepared text, such as
the three articles appearing on
pages 49-52 of your November
17th issue rather than letting one
of your reporters deal with such
a complicated subject on the basis
of a telephone interview.

Possibly, "discrepancies" is the
wrong word. The problem is real-
ly that in many ways the article
deals with the highly complicated
subject of marine insurance in a
manner which is far too simplistic.
For example, in paragraph 5 you
attempt an explanation of the
term, "free of particular average."
As it happens, there are various
FPA clauses in existence with

different meanings and FPA
clauses in existence with different

meanings and FPA clauses are
used not only in cargo policies but

Continued on page 11



Federal employes opt
for participation in
St. Louis-area HMO

ST. LOUIS, MO.-The exact
number is . still being tabulated,
but up to 3,000 federal employes
will be enrolled in a health main-
tenance organization here as a re-
sult of their own choice.

That response is more than
triple the low estimates that the
program's own administrator ex-
pected, based on similar experi-
ments in other areas, Business In-
surance learned.

Membership in Washington Uni-
versity's Medical Care Group, an
HMO offering comprehensive pre-
paid health services, was one of
the options open to 30,000 St. Louis
government workers during the
Civil Service Commission's annual
"open season."

During open season, which ran
from November 15 through De-
eember 31, 1975, federal employes
could elect to change their health
care coverage.

Metropolitan Life Insurance Co.,
administering insurer for the St.
Louis federal employes' group
health coverage, offered enroll-
ment in Medical Care Group as a
rider on the normal group con-
tract.

"We initially anticipated be-
tween 750 to 1,000 lives," said
Alvin W. Washington, administra-
tive director of the Medical Care
Group.

Mr. Washington, a graduate of
the newly-instituted training pro-

grams for HMO managers at the
University of Pennsylvania's
Wharton School of Business and

Finance, said MCG now "conser-
vatively" expects 2,500 to 3,000
lives.

The bi-weekly premium pay-
ments for the plan offered by
MCG are $13.32 for individual
coverage, and $41.84 for a family,
according to a U.S. Civil Service
Commission rate chart.

There are no deductibles and

no insurance clauses on the over-

all plan although a prescription
drug segment of the plan includes
a $1 co-payment.

Presently, more than 5,00 people
are enrolled in MCG through em-
ployer or union group health care
programs. By July, 1977, it is pro-
jected that MCG will have 13,000
members.

MCG's origins go back to 1969
when the Washington University
Medical School launched a three-
year prepaid medical group ex-
periment at the urging of Gerald
T. Parkoff, director of the school's
division of health care research.

Some 1100 members of about 300
middle class families recruited
from Monsanto Co., Metropolitan
Life, and General Motors formed
the core experiment group. A con-
trol group from the same person-
nel pool continued to use the cus-
tomary fee-for-service system.

Under those conditions it was

possible for the university medical
school to make a controlled study
of prepaid practice. The results
showed that HMO members used
twice as many office services as
the control group, but because of
the preventive care this afforded,
they spent 23 % fewer days in the
hospital than did the control group.

Right now, Medical Care Group
is one of nine HMOs approved by
the governrnent to enroll federal
employes. Metropolitan Life ori-
ginally funded the MCG experi-
ment in 1969, and was responsible
in 1975 for applying to the Civil
Service Commission to allow fe-

deral employes in St. Louis to en-
roll in the HMO.

As administrating insurer for
the area's federal employes, Met-
tropolitan is life insurer for em-
ployes who choose BlueCross/Blue
Shield coverages, and is reinsurer
of the policies for employes who
pick an alternate group plan with
Aetna Life & Casualty.

Under the MCG plan, adults will
have a specialist in internal medi-
cine who will serve as their family
physician. Pediatricians and ob-
stetricians are on staff to look af-
ter children and women needing
maternity care. Once a patient has
seen a doctor, that doctor will be
the regular one he or she visits.

Comprehensive medical and

surgical care at the MCG facility
in the hospital, and when neces-
sary, at home, is covered by the
plan.

There is coverage for complete
hospital and physician services for
up to 365 days, or for 120 days
for mental or nervous conditions.

Maternity benefits provide com-
plete obstretical care, including
prenatal care, delivery, and post-
natal care, as well as pediatric
care of the child from birth, all
without a waiting period.

letters
1

Continued from page 8
also in hull policies. This para-
graph is therefore at best only a
partial explanation of the term,
"free of particular average."

Another example is your para-
graph 7 where you state that "For
the scrap industry, at least, there's
usually no deductible used with
FPA policies." FPA policies are
the same for the scrap industry as
for anyone else, and there is not
only usually no deductible but
never a deductible because the
type of losses which require the
deductible approach, such as shor-
tage, are covered under an FPA
policy only if there has been a
major casualty and in that case
no deductible would be applied.

Further in the same paragraph
there is a reference to WPA poli-
cies. Once again the definition
given is far too simplistic and
really does not convey the full
complexity of the problem.

We can therefore only repeat
once again our recommendation
which we have made over the
phone and in writing that features
of this nature be presented on the

basis of a text written by an ex-
pert in the marine industry.

Andrew E. Rrossmere

Bleichroeder, Bing & Co. Inc.,
New York, N.Y.
Editor's note. While it may be

viewed as necessarv to treat this
subject, along with many others,
in a scholarly manner devoting
several pages to one treatise, this
fails to recognize the limitations of
space and the need for readers to
know, briefly, what's changing in
a field and why changes are com-
ing about. We stick by the defini-
tions of "free of particular aver-
age" and "with particular aver-
age" having been helped with
those eiplanations by other ocean
marine insurance experts who felt
they caught the essence of the
terms in an easl/-to-understand
and technically accurate way.

Scholarship plans
To the Editor: Business Insur-

ance's article on scholarship plans
(Dec. 15), I feel is the best and
most balanced article I have seen
on the subject. We need more ob-
jective reporting such as you pro-
vide.

Pierce A. Whiteside

President, Educo, Inc., Chicago.
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info for buyers
T o 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. A sample of your literature
should be sent to Info for Buyers, Business Insurance, 740 Rush
St., Chicago, Il. 60611.

• The First Risk Management panies are consulting risk and in-

Cos. have prepared a brochure surance management firms, oper-
that describes their Professional ating nationally and international-
Counselling in Risk/Insurance/ ly. The professional qualifications
Financial Management. The com- of the firms' executive consultants

ST,7

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

Arthur G. Everett/Aviation Underwriter

J.H.Blades& Co.,inc.
P.O.Box 22003 Houston 77027 713/55-6551

P.O.Box 17187 San ANnio 78217 512/826-2378

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

Nbw Orleans-Enterprise 7021; Los Angeles-Zenith 9-0216;
Dallas, Austin or Corpus Christi-Enterprise 70216

The Schiff Terhune Group

announces the formation of

Terhune Management Services Ltd.,

Hamilton, Bermuda, whose primary

function will be as consultants

and operating managers of

insurance and re-insurance

companies particularly in the

field of captive insurors.

are also described. For a free copy

write to Leonard J. Silver, CPCU,
president, First Risk Mar.aegment
Co., 835 Glenside Ave., Wyncote,
Pa. 19095.

• An article entitled FIPP, fi-

nancial institution protection pol-
icy, describes in depth the new
comprehensive chattel mortgage
policy now available for financial
institutions. This article, by Ber-
nard J. Daenzer, president of
Wohlreich & Anderson Ltd., dis-
cusses the three sections of the

new chattel mortgage wording,
which covers filing and non-fil-

ing of chattel mortgages, lenders
single interest in respect of auto-
mobiles : and other chattel mort-

gages, as well as physical damage

to chattels repossessed by the as-
sured. For a copy write Arthur

Fullan, Manager-Financial Insti-
tutions, Wohlreich & Anderson, 55
John St., N.Y. 10038

• A kit of brochures from the

National Loss Control Service

Corp. provides details on its vari-

ous services, including wastewa-
ter analysis, noise control, labora-
tory analysis, occupational health
consulting, industrial hygiene con-
sulting, product safety consulting,
OSHA consultation, risk cost sta-
bilization and self-insured claim

and loss control. For a free kit,
write to NATLSCO, Long Grove,
Il. 60049.

• A 20-page question and an-
swer booklet on Industrial Noise

and Hearing Loss in available
from Maico Hearing Instruments
It covers acoustical nneasure-

Main Office: 100William St., NewYork. NY 10038212-944-3700

ments, noise control, protection

for the employe, hearing meas-
urements and documentation. For

a free copy, write to Maico Hear-
ing Instruments, Minneapolis, Mn.
55435.

• A series of brochures from

Dymo Products Co. provides a
Guide to Effective Safety Sign-

age. Principles of safety commu-
nication and a survey of safety
sign uses are included, along with

price lists for Dymo sign-making
products. For a free kit, write to
Dymo Products Co., Willow Hill
Executive Center, 550 Frontage
Rd., Suite 2033, Northfield, Il.
60093.

• Franet Corp., makers of in-
dustrial protection gloves, is of-
fering Protect Hands, a brochure
of products available and a check-
list for determining glove needs.
For a free copy, write to the firm
at 25 Loring Dr., Framingham,
Ma. 01701.

• Handbook & Standard for

Manufacturing Safer Consumer

Products, published by the \Con-
sumer Product 'Safety Commis-
sion, outlines a step-by-step
method to implement a product
safety policy and procedures.
Technical recommendations focus

on design review, identification
and evalution of potential hazards,
documentation of any changes in
design, materials or production
that could affect safety, safe pro-
duction practices, maintenance of
records and product safety audits.
Single copies are available at no
cost from the Commission in

Washington, D.C. 20207. Addition-
al copies may be purchased from
the Superintendent of Documents,
Washington, D.C. 20402-at $1.50 a
copy. Use order No. 052-003-
00103-9.

• The advantages of coating plas-
tic safety lenses with TEMA II,
made by,American Cyanamid, are
explained in a question and an-
swer booklet from Glendale Op-
tical Co., Glass or Plastic? For a
free copy, write to Glendale Op-
tical, 130 Crossways Park Dr.,
Woodbury, N.Y. 11797.

• The ABCs of hearing conserva-
tion are presented in an employe-
directed booklet, Noise and You,
published by the David Clark Co.
Inc., makers of noise protective
devices. For a free copy, write to
the firm at 360 Franklin St., Wor-
cester, Ma. 01604

• Fiduciary Liability Insurance
for Taft-Hartley Funds: A Com-
parison of Coverages has been re-
searched and published by the In-
ternational Foundation of Em-

ploye Benefit Plans. Among the
questions answered and analyzed
m the report: Who is insured?
What acts are covered? What con-

stitutes a wrongful act? Are prior
acts covere? What acts are ex-
cluded? How much is the deduc-

tible? What are the limits of lia-

bility? What factors determine the
premium? Also, the report com-
pares policies offered by Aetna,
CNA, Lloyd's and Sequoia. For
members of the foundation, cost
is $6.50, $6 for orders of three
copies or more. Cost to non-mem-
bers is $7.50, or $7 for orders of
three or more. The report may be
obtained by writing to the Inter-
national Foundation of Employe
Benefit Plans, P.O. Box 69, Brook-
field, Wi. 53005.

• A Handbook of Occupational
Safety and Health, published by
the National Safety Council, ad-
dr'esses the problems confronted
by supervisors, owners and man-
agers responsible for safety in a
small company or plant. It is a
compact introduction to the safety
and health field for a person with
little knowledge or experience in

this area. The range of informa-

tion includes guidance on filling
out required government forms.
Cost is $6. Stock No. 129.03. There

are 266 pages, with 90 figures and

tables. Orders and quantity dis-
count inquiries should be directed
to the Membership Dept., Nation-

al Safety Council, 425 N. Michigan
Ave., Chicago, Il. 60611.

• A new booklet has been pre-
pared which cuts through the
tangle of insured funding. It tells
what a new money rate is and ex-
plains its role in insured retire-
ment programs. For a free copy,
write to Art Ross, director, Re-
tirement Income Needs, Dept. F,
Unionmutual, 2211 Congress St.,
Portland, Me. 04102.

• The International Safety Aca-
demy, a division of ESIS Inc., an
INA Corporation, is offering its
1976 Schedule of Conferences

covering safety, environmental
health, motor fleet management
and loss control management. The
conferences are oriented to the

practical application of the tech-
niques developed by ISA so that
both newly appointed safety pro-
fessionals and experienced man-
agers can obtain immediate bene-
fits from their participation. For
a free copy, write to Frederick P.
Smarro, director of marketing, In-
ternational Safety Academy, P.O.
Box 4365, 1021 Georgia Ave., Ma-
con, Ga. 31201.

• The Alarm Lock Corp. has bro-
chures of its products available.
The firm specializes in deadbolt
locking for emergency exit doors.
For free copies, write to Abe
Deutscher, Alarm Lock Corp.,
P.O. Box 333, 33 South Service
Road, Jericho, N.Y. 11753.

• .You and the High-Rise Build-
ing Fire, written by Dr. Anne W.
Phillips, discusses the physiologi-
cal and emotional problems faced
by human beings, especially the
elderly, when confronted by fire.
Dr. Phillips is a surgical research-
er at Massachusetts General Hos-

pital, Boston, Price is $2.50. To
order, write to the Society of Fire
Protection Engineers, 60 Battery-
march St., Boston, Ma. 02110.

• The HMO Complex: Auxiliary

Corporations, written by Dan Ma-
runa, is available from Protech
Publications. Price is $4, but there
is a 25 % discount to Business In-

surance subscribes. To order,
write to Protech, 2182 Dupont Dr.,
Irvine, Ca. 92664.

• Man and Manager Inc. is of-
fering a free sample of Safety and
Security for Supervisors, a 40-
page pocket-size daily calendar,

published monthly, which provides
an ongoing supervisor training
program in OSHA regulations. The
datebook contains questions and
answers on OSHA, a safety check-
list form and case histories and

articles on all phases of industrial

safety and security. For a free
sample, write to Man and Man-

ager Inc., 799 Broadway, New
York, N.Y. 10003.

• A brochure from the National

Assn. of Insurance Agents tells
How to Avoid Costly Mistakes in
Business Insurance. A loss ex-

posure checklist is included. For a
free copy, write to James M. Shea,

NAIA director of advertising, 85
John St., New York, N.Y. 10038.

• International Service Corp.
(ISC), a subsidiary of INA Corp.,

is offering a Directory of its world-
wide services. The booklet con-

tains lists of international offices,
indexed by city and country. Also
available is a descriptive brochure
on ISC, called Until Now. Until

ISC. For free copies, write to John
Wansink, ISC, 1600 Arch St., Phil-
adelphia, Pa. 19101.



london line

Lloyd' s chairman will visit U.S. this

LONDON-The chairman of

Lloyd's, Havelock H. T. Hudson,
is likely to visit the U.S. on offi-
cial business in the coming year.

He will tour various centers to
discuss the U.K. market with 'on

the spot" experts. It will be the
first formal visit of a serving
chairman of Lloyd's of London
since Sir Henry Mance toured the
U.S. in 1970 and 1971.

During Mr. Hudson's recent tour
of Canada he made it clear that

Lloyd's is ready to aid the North
American market if the demand

arises, but will not become a
"dump" for bad business.

Much attention will therefore

be paid to the intended visit of Mr.
Hudson, whose itinerary is now
being planned with a view to him
getting as wide a perspective of
the U.S. market as possible.

He will probably come some-
time in the first half of 1976, hav-
ing just been.re-elected chairman
of Lloyd's for a second-year term.
So far in his term of office he has

visited Norway, Sweden and Fin-
land, and the Suez Canal zone,
he may be accompanied by other
Lloyd's experts during his U.S.
tour.

***

Marine underwriters are fear-

ful of trouble spreading in Angola
where more than $200 million of
shipping are held up in various
ports. Forty vessels are reported

to have been held up in the port
of Lobito, while others are still at
wharfside in other harbors.

In addition, there are millions
of dollars worth of cargoes stocked

in portside warehouses, including
quantities of copper from Zam-
bia, which could be vulnerable in
the event of pitched battles be-
tween the various rebel forces

striving for power.
War risk rates for cargoes have

been hiked to 25 cents per $100,
with as much as $1 per $100 being
demanded by Lloyd's underwrit-
ers for inland transit coverage,
even though the latter only covers
riots and civil commotion.

*

Cargo shippers are having to
take out "excessive insurance cov-

er" because of the failure of U.S.

courts to lay down regular liabil-
ity rules in marine lawsuits.

Senior British Judge Diplock
made this complaint at a seminar
on international litigation where
the attitudes of American c6urts
were discussed.

He told delegates from twenty
countries, including lawyers, un-
derwriters, and shippers: "Britain
has regular courts where marine
cases are handled by specialists in
the law of the sea. But in the U.S.
cases can be taken before courts

which are totally inexperienced in
maritime affairs.

"This often makes the outcome
of a lawsuit completely unpredic-
table. It ought to be avoided be-
cause it can lead to uneconomic
litigation which adds to transport
Costs."

"U.S. courts have failed to move
towards the concept of interna-
tional uniformity in maritime law
which other countries have adopt-
ed. This means that cargo opera-
tors are being forced to indulge
in greater insurance cover than
ought to be necessary, which is
reflected in turn in higher ship-
ping costs. Direct-action statutes
and absolute no-fault liability
work against underwriters in pre-
venting them spreading risks in
the most economic way."

John S. Rogers, a U.S. lawyer

who was seminar chairman,

agreed that "land-based' legisla-
tors in the U.S. have created laws

that must be enforced in mari-

time actions.

New insurance moves against
bomb attacks are being taken by
leading London restaurants as
1976 approaches with the threat
of more blasts. Most major hotels
and department stores now keep
a regular security check on pack-
ages and bags left in cloakrooms,
for there is fear of further I.R.A.

reprisals.
Hoteliers in various parts of

London, including the popular
Mayfair area close to the Ameri-
can Embassy, have now got to-
gether to improve plans for the
safety of their customers.

One insurance group has in-
troduced a special low-cost plan
for lump sum compensation for
dinners, and another is ready to
extend fire coverage to include
blast damage.

Customer liability is being stu-
died by several hotels following
the disclosure that a Lebanese

businessman is suing the London
Hilton Hotel after the blast which

killed two and injured 65 last

business insurance, January 26, 1976/13

September. He claims that the
hotel failed to heed a bomb warn-

ing in time and is in breach of
contractual duty because it failed
to take all reasonable care for his

safety. The hotel was being evac-
uated when the bomb went off

and caused him to lose part of his
right leg, together with injuries
to many other guests. This has

lent interest to a move by a num-
ber of Lloyd's underwriters who
have written a special policy for
hoteliers.

For premiums amounting to 10

cents per restaurant seat per day,
they will insure customers and

staff for benefits of $50,000 per
person for fatal injury or perma-
nent disablement. Extension of

cover up to $200,000 is available.
The scheme is operated by the

Lowndes Lambert broking group,

which is working in collaboration
with the Restaurateurs Assn. of

Great Britain in increase client

protection.

At the same time the Stewart

Wrightson broking group has
clarified its position for existing
clients who hold policies under it.
The group says that the standard
fire policy provides cover in re-
spect of fire damage resulting

from a bomb placed by terrorists
or malicious persons, but does not
extend to other damage done by
the blast.

Extension of, coverage is avail-
able for this additional damage as
long as the incident is not classi-
fied as a riot or part of civil com-

motion, for which a further exten-
sion of cover is required.

Recently IRA terrorist squads
claimed they had successfully ex-
tended their campaign to London

by carrying out fifteen bomb at-
tacks in three months, including
one which nearly killed Caroline
Kennedy.

The British government is close-
ly watching the compensation po-
sition, but feels that so far insur-

Continued on page 14

FIRST STATE makes waves when necessary
EXAMPLE: Special Covers - Out of Orbit insurance? Sure. Rain insur-
ance, vacant properties, contingency non-appearance? Yes. These are
just a few of the twenty six special covers included in our Special Open
Market Facility listing. And we are adding to it all the time.

Think of us also as a responsive market for D.I.C., Umbrellas, Buffer Lia-
bility, All Risk Builders' Risk, Valued U. & 0. and many other classifica-
tions too numerous to list. We have the capacity, are willing to listen and
respond, so call First State when you have a risk that presents a challenge.
Chances are good that we are your market.
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Surplus Lines, Special-Purpose and Reinsurance Business.)

FEIESY 8370*123 83
8 NS ZOIRANC r O hil ]PANY

(a CAMERO nd OLBY activity)

9 -
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CHICAGO, Hartford Plaza Building, 312/782-5921;
ATLANTA, 100 Edgewood Ave., 404/523-6216
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Continued from page 13

ance cover for property damage is
still readily available, while com-
pensation for personal injuries can
be met from public funds if the
victims feel they should lodge
claims, although payments are re-
stricted in size.

***

Election of officers for Lloyd's
of L6ndon have resulted in Have-
lock Hudson staying as chairman
for 1976, with Alec W. Higgins
and Peter L. Foden-Pattinson as

his deputies.
Leslie R. · Dew, deputy chair-

man in 1975, has retired from that
office after his year's service, but
stays on the committee of Lloyd's.

Mr. Dew, well-known in the
U.S. for his D&0 business, has
been given a prestige bravery
award from the City of London

for helping to arrest a gunman
who raided his out-of-town home,
in the fall.

This award, from the Binney
Memorial Foundation, is given for
civilian acts in support of law and
order.

Britain has paid $50 million
from public funds in the past
eleven years to victims of violent
crimes. Awards last year hit the
record total of more than $10 rnil-
lion, given from government
sources to people harmed by bank
robbers or injured in other forms
of violence.

The highest award in the past
twelve months was $80,000 to a
22-years-old woman whose hus-
band died in a fire started by
arsonists, while $30,000 went to a
37-year old woman whose lover

partly Minded her after a quarrel
they had.

The aim is to protect citizens
injured in criminal incidents who
cannot recover damages. But ter-
rorist attacks are also included,

Its a tough 1-
year to give
employees
a raise...

EL___
fli

f

and $500,000 has so far been paid
for people maimed in bomb
blasts.

Damages can rarely be claimed
in lawsuits against criminals, as
usually they have either absconded
or are in jail without ready funds,
so the Government brought in the
compensation system as an extra
social security benefit, to supple-
ment normal insurance policies.

***

Doctors in Britain are becom-

ing anxious about new laws which
may give people the right to seek
malpractice damages for injuries
to children where they believe
that there was medical negligence
before birth.

Until now, there have been re-
strictions on the legal rights of
an unborn child. But the coun-

try's law commission is propos-
ing any child suffering prenatal
injury caused by fault of another
person should be entitled to re-
cover damages.

Fears of a spate of lawsuits are

L._ '--TT

expressed by the Medical Protec-
tion Society, which believes there
is great danger to the medical
profession if negligence can be
alleged by parents against doc-
tors whenever a child is born with

any disability.
Dr. J. Leahy Taylor, secretary,

stated: "If this happens, it will
clearly become hazardous to pre-
scribe drugs for women of child-

bearing age without considering
the possible effect on the fetus if
the patient proves to be preg-
nant."

Comparing the situation with
American experiences, he adds:
"Would a baby have an action for
wrongful life if it were born de-
formed after an unsuccessful at-

tempt at abortion on its mother?
In the U.S. there has been a suit

brought by mongoloid twins who
claim that their chromosome dam-

age was due to an oral contracep-
tive prescribed for their mother.
Surely there has to be a limit
somewhere." •
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Free Prudential booklet shows how Group Life Insurance can help
you maximize thevalue of your employee benefit dollars.

Group Life Insurance should not 
be overlooked as a way to keep your

employees happy-especially in today's 
tight money times. Prudential offers plans
to suit your company's needs and fit

your employees' wants. And you help design the right plan for your group.
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Group Insurance 
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Ct. firm gets
$10 million

dental plan
HARTFORD-United Technol-

ogies Corp. expects to spend near-
ly $10 in annual premiums for a
dental plan which became effec-

tive January 1.
The plan covers 58,000 employes

and their families, totaling about
180,000 persons, in Connecticut,
California, Florida and West Vir-

ginia.
It was underwritten by Con-

necticut General Life Insurance

Co. and covers reasonable and cus-

tomary charges for oral examina-
tions, teeth cleaning, fluoride

treatments, X-rays, space main-
tainers for dependent children un-
der 19 and emergency care.

"In reviewing the benefits that
we have and in looking at what
other companies in our industry
were doing, we decided to start a

dental plan, explained Carl Lind-
quist, director of employe benefits
for United Technologies, based
here.

He sees the plan as a competi-
tive tool for both the salaried and

hourly workforce: "In the aero-
space industry it's not that unu-
sual to have a dental plan." The

predominant union represented at
United Technologies is the Inter-
national Assn. of Machinists

(IAM), Mr. Lindquist noted.
The dental plan covers the fol-

lowing treatments, subject to a

$25 deductible and a $ 1,000 an-
nual maximum per person: res-
torations; extractions; general an-
esthetics; periodontal treatment;
endodontic treatment; antibiotic
drug injections; repair of crowns,
inlays, onlays, bridgework or den-
tures; relining or rebasing den-
tures; prosthodontics; and replace-
ment of or addition to existing
bridgework or dentures.

Orthodontics is excluded from

coverage under United Technolo-
gies' plan.

The plan provides for pretreat-
ment review which informs the

dentists and patient exactly what
benefit will be paid.

Connecticut General will ad-

minister the company's dental plan
in Meriden, Ct., for the approxi-
mately 50,000 employes in the
state. Regional offices will admin-
ister United Technologies' dental
plan in other states. •

Oil reciprocal
expands into
New Mexico

DALLAS-The first reciprocal

insurance company for oil well
service contractors has expanded
its services into New Mexico, af-

ter previously operating only in
Texas and Oklahoma.

United General Insurance Ex-

change received a charter from the
New Mexico insurance board to
write fire and marine insurance

in the state, according to Exchange
president Kenneth Callaway, Sr.

Headquartered in Midland, Tx.,
the Exchange presently provides
coverage for some 485 workover
rigs with an insured value of more
than $43 million.

The reciprocal was started in
1973 when oil well service con-
tractors with similar risks banded

together to start their own insur-
ance company. After its first year
of operation it paid an 11.6 %
dividend, and reduced insurance
costs for member companies by an
average of 40 %, Mr. Callaway
said. ,
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Formulas for estimating
insurance premiums

provide cost yardsticks
By SPENCER J. TRAVER

Director of Risk Management
The B. F. Goodrich Co.

Akron, 0.

US. BUSINESS FIRMS are confronted. with the worst insurance market con-

ditions in recent history. Renewals are be-
ing quoted at unprecedented increases over
expiring premiums. Insurance carriers are
withdrawing partially or wholly from risk
undertakings which were traditionally
commonplace.

Faced with this background and rapid
changes in the socio-economic environment
that surrounds us, it would seem futile to.
attempt to develop formulas for estimating
insurance premiums. But there is a real
need for such formulas. They can tell us in
general terms whether we should smile
smugly at our negotiating skills or plain
good fortune because our costs are less
than the formulated ones or whether we

should be looking for better ways of fi-
nancing risk via higher levels of self-
insured retention, different insurance fi-

nancing techniques or simply changes in
our present markets or brokers.

In attempting to develop these formulas,
which are admittedly extremely subjective,
it is necessary to recognize the infinite va-
riety of conditions within each firm which
can cause significant variance from the es-
timate such as deductible levels, extent and
effectiveness of loss prevention and con-
trol programs, validity of values used for
property, susceptibility to product liability
losses, the use of highly specialized equip-
ment, profit variability, motor vehicle ex-
posures and involvement in foreign coun-
tries, to name only a few.

To a certain extent, we can minimize
the effect of this variability by assuming
that a minimum $5,000 deductible is ap-
plicable to property losses, by confining
the formula to U.S. manufacturing firms
with annual sales above $100 million and
limiting the estimate to the major insur-

ance categories of property, liability and
workers' compensation. Most firms in this
group have significant loss prevention pro-
grams.

It is also well to bear in mind that all

insurance premiums include the tradition-

al retail markups charged by insurance
companies for commissions, engineering,
statistical services, claims adjustment,
overhead, profit, and catastrophe loadings.
These markups can range from 13% to
60 %, or even more. We mention this only
because these factors also affect the vari-

ability of cost in each firm's insurance
program and because these costs can often
be reduced by combining coverages, using
in-house services, hard bargaining and in-
creasing levels of self-retention which rec-
ognize that there are historical aggregate
annual loss levels in every firm which are
predictible, often irreducible, frequent and
which should not be transferred to insur-
ance carriers. These estimates use informa-

tion commonly available in annual re-
ports, Moody's or Standard & Poor's finan-
cial summaries.

Property Insurance-Direct Damage:
All basic fire, extended coverage, van-

dalism, DIC or supplemental all-risk cov-
erage on buildings, machinery, equipment,
furniture, fixtures and inventory at man-
ufacturing premises are included here. For
variability, consider the validity of the
values used, the loss prevention employed,

AVERAGE PREMIUM COST FORMULAS

Property Insurance-Direct Damage
Value Base
1. Gross Property x 2.25 = Estimated x $.085/$100 = Total Premium

(from financial Replacement

position statement) Cost

MOP coverage on outside inventories, property in transit, exhibitions and installations.

2. Gross Inventory x .60 x $.24/$100 = Total Premium
Business interruption, extra expense, rental value and other time element, including fire,
extended coverage, vandalism, DIC or supplemental all risks on all property.

3. Net Sales

(from Income Statement)
x $.06/$100 Total Premium

Liability Insurance:
All basic public (including products and contractual, D&0, Fiduciary) or umbrella liability
and aircraft products without deductibles.

4. Net Sales x $.22/$100*
(from Income Statement)

*appears to be increasing
at a compoind rate of 11%
net of charges in annual sales

Workers' Compensation Insurance:
All statutory workers' compensation without deductibles.

5. No. of U.S. Employes x $165* each =

*appears to be increasing
at a compound rate of 7%

Total Premium

Total U.S. Premium

Other Property and Casualty:
All other property and casualty. including but not limited to boiler and machinery, U&0,
employe fidelity, marine cargo, auto physical damage, miscellaneous surety bonds and
business travel accident.

6. Net Sales

(from Income Statement)

and the degree of risk involved.
As you can see, the total insurance pre-

miums for property and casualty insur-
ance, in spite of current market conditions,
remains at about 35 of 1% of net sales, but
when you consider that less than 60% of
this total is returned to the firm as loss

reimbursement, it behooves all of us to
purchase only the insurance and related
services that we must have to insulate us

from catastrophes and unnecessary fluctu-
ations in the net income available to the

stockholders. Such an approach benefits
the insurance industry as well, since ca-
pacity (which is sorely needed) can be
diverted to covering fortuitous loss and is
not wasted in funding losses which can be

x $.04/$100 Total Premium

absorbed within the firm at a lower cost. •

Mr. Traver has 24 years of diversified
insurance experience, having worked for
several insurance companies as underwrit-
eT, for a brokerage finn as account execu-
tive. Before joining B. F. Goodrich, he was
corporate insurance manager for Brunswick
Corp.,and director of risk management for
Baxter Laboratories Inc. He also has been

an independent consultant in the field of
insurance and risk management. Mr. TTa-
ver, a CPCU and a member of the Risk
and Insurance Management Society, has a
BBA degree from Northwestern Univer-
sity and has done graduate work at the
University of Chicago and Kent State.

Risk management recognized as long overdue
"At first, I thought that risk management was just a
more expensive way of saying insurance manage-
ment'-but after getting into it, we've learned that noth-
ing could be further from the truth."

By ROBERT G. MARBUT
President and Chief Executive Officer

Harte-Hanks Newspapers Inc.
San Antonio, Tx.

(The following article is adapted from a
speech Mr. Marbut gave during 1975 at
the meeting of the American Newspaper
Publishers Assn. in New Orleans. It origi-
naly appeared in Risk Management Report-
No. 5, but is reprinted here because we feel
it deserves broad circulation-Ed.)

 WANT TO TALK TO YOU about theseamy side of our business. About mil-
lion dollar libel suits, $5 million press fires
and $10 million strikes. I want to talk to
you about a thing called risk management.
No, not insurance management, but a much
broader subject.

At first blush, I'm sure that you'll think
my purpose is to make your life more com-

plicated. But if you will bear with me I
think you will conclude, as we did, that this
is an area too often neglected by top man-
agement until it's too late... and then life
really does get more complicated.

Part of what I'll tell you is in the form of
a confession, because after getting exposed
to the benefits and power of the risk man-
agement spproach, I have to admit that we
should have moved earlier to implement an
all-encompassing risk management pro-
gram within the Harte-Hanks group.

What am I really talking about? I'm
talking about protecting your assets, your
profitability and your effectiveness as a
newspaper from economic loss. I'm talking
about managing those risks that could crip-
ple you financially or put you out of busi-
ness. I'm talking about anticipating risks
instead of merely reacting to past events.
I'm talking about saving money while at

tuitous loss. I'm talking about an all-encom-
passing risk management program for a
newspaper or for a newspaper group.

At first, I thought that risk management
was just a more expensive way of saying
"insurance management"-but after getting
into it, we've learned that nothing could be
further from the truth. We realized how

different risk management is from the tra-
ditional concept of insurance management.

The primary goals of a risk management
program are the preservation of assets and
earning power from loss or destruction at
the lowest cost to the company. When stat-
ed this way, one quickly understands why
this is a top management concern. One can
also see that this really is nothing new; it
has always been the responsibility of those
who manage corporate assets to reduce the
possibilities for loss and to prepare for
those losses that cannot be prevented.

What is new about the process-and it
was new to us- is the recognition that the
risk management process is really a natural
adjunct to the planning and control process.
This means that the approach can be sys-
temized in order to anticipate the future
rather than merely to react to the past.

In fact, there is a whole new discipline
growing up in this area. Its not yet a

to develop the management of fortuitous
risk into a rational process. Its tools range
from common horse sense to computerized
statistical analysis.

The risk management process has the
following elements:

. Identify the exposure. This is a survey
of all areas within the operation that could
be sources of fortuitous risk. It requires a
knowledge of all the assets (both tangible
and intangible), the source of earnings (di-
rect and indirect), plus an awareness of
the potential liability which can be imposed
by common or statute law. And that's say-
ing a lot in our business. Since assets, earn-
ings and the law all are subj ect to constant
change, the search for exposures to risk is
a constant process of evaluation and pre-
diction.

• Analyze the risk. The second step in the
risk management process involves analyz-
ing the risk. How frequently will the loss
occur? How severe will it be? What are the
complete ramifications of a potential inci-
dent, such as a pressroom fire, the death of
a newsboy or an invasion of privacy suit
from the parents of a rape victim whose
name has been printed in your newspaper?

• Control the risk. Once a risk has been
identified and evaluated, the manager must
then decide what to do about it. This is the

Conti71.1,9,1 n. f.11,h,#imn -nno
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Recognizing need ...

Continued from preceding page with each type fited nicely into our general
heart of the risk management process, but planning and control process.
too often lS left to chance, or lS decided by But we had a lot of ground to cover, and
default Risk control is the job of many a lot to learn about risk management. We
people in your organization-the production felt that the quickest way to get up to speed
manager to avoid shutdowns; the editor to was to seek outside help, which we have
protect from libel, the circulation manager done. Our program of developing a formal
to avoid anti-trust suits; the business man- risk management process is barely under-
ager to protect assets from theft. Yet, these way-only a few months-so I can only tell
efforts should be coordinated, iff the pub- you what we are hoping to do, not what we
lisher lS to be assured that all exposures have done.
have been identified and that the financing We are still in the first two stages that I
of risk is at the lowest cost described earlier-the identification of risks

The control of risk should be approached and their analysis.
in anticipation of future problems instead
of in reaction to problems as they now oc- What types of things are we evaluating?
cur Risks are inherent in the safety of the Let me give you a cross section:
work force, the conservation of property, • We are looking at our basic corporate
the protection of the environment, the se- risk philosophy. How conservative are we
curity of people and the avoidance of libel as a corporation9 We need to identify this
We beheve that a comprehensive program in order to establish guidelines.
that is properly coordinated will make it . We are lookmg at every functional
possible to eliminate or reduce many risks. area-from editorial to labor relations,
This is the best way, for it can save many from the business office to the circulation
unnecessary costs department, from the customer to the sup-

c Fmance the nsk. But what about risks plier-to identify losses in the past, and ex-
that cannot be eliminated or reduced to an posure to potential losses in the future. This
acceptable level, the ones that have to be Includes such diverse thmgs as workers
financed? The loss potentials associated with compensation, the possibility for strikes, the Pressroom risks are a Fart of ever. newspaper s unique insurance prof,13
some risks are too small to affect the finan- effect of a down press, the potential lasses
cial stability of the company These can be from theft and vandalism, and the prob- , b) The designation of one person to be pos/res;

safely ignored There will be others where lems arising from First and Fourteenth responsible to cordinate the managemer. (h j The improvement of personnel pro-

loss frequencies are statistically stable and Amendment questions ranging from libel of risk on a corporate-wide basis. (Tnis grams:
which can be considered a regular cost of to privacy to gag rules does not mean ttat cthers no longer will be (i) rhe d€ta.lei analysis on : recurring

doing business These risks, such as main- • Each of our operating divisions is being inulved in irisk mar.agement; it does men basis if tooae programs requiring insur-
tenance of a vehicle fleet, can be predicted evaluated with respect to the above qies- that fcr the first time these efforts will be ance, ceterm_ning whether insuranca st.11 is
within an acceptable range and should be tions, and we're already fmding interesting coordinated); needed and, if so, how much can be re-

budgeted as a normal part of doing business answers The threat of a strike is lower in (c) The Lreparation of a risk insurance tained in the form of deductibles
This leaves one last category of risk-those one plant than in another; and the probable anc employee benefit manual for operating 0 } The expansion of our plant -nspec-

risks that are too large, or that occur too losses should a strike occur are also differ- management; tion and driver testing and training pro-

infrequently, to be ignored or treated as an ent The same is true with the loss of a (d) An annual conference with operal- grams

operating expense. press If there is another press nearby ing rranagenent to acquain: them with -te k: And to mi mind the mosi important

where a backup arrangement can be work- risk management program, ircluding *e stei Engendering the princip.es of risk
Usually. the best way to handle these is ed out, then the loss pontential is greatly identlica.ion, contrcl and financing of risk; management as a way of life :morg each

to retain the risk if at all possible and not minimized The same is true with regard (e) An nnual risk management report of the 250 people on our newspaper's nan-
blindly add on another insurance policy. to safety hazards, plant security and the covenng policy renewals, new constructicn agement t€am
The current study of risks within our own like In short, eacn newspaper has a unique or new iperatird d.visions. the evaluaticn Th.s then, should give you tk-e favor of

company verifies what we have been told- risk profile. of malci loss pre, ention recommendations wt at *re are trying to do. We've gct a long
that most firms can safely retain far more • Among the output of this analysis will and other maix items; way b go before we can say that re nave

risk than they do, but the idea of buying be' ·f) The rdinement of affirmative acticn an all-inclusive program of risk ranage-
insurance policies for all loss exposures lS (a) A formal corporate policy on how plans; ment in Earte-Hanks Newspapers. 3ut the

so firmly entrenched that many corporate HHN will approach the management of g i The imrrovement 02 plant safe:y most difficult part is behind us--ccogniz-
managements are reluctant even to consider risk; committees and the reduction cf OSHA ex- ing the need and getting started
the question As a result, a lot of money
is wasted on unnecessary insurance when
deductible coverage or retention would be
of more economic advantage.

For those risks that cannot be retained,
there is no choice but to transfer these rlsks R isk management notes
to someone else. This does not necessarily
mean buying insurance, however It may
mean a non-insurance transfer primarily By WARREN, MeVEIGH, GRIFFIN there was no coverage because of the ex- from serv-ze f_rns or when comp: ring the
through hold-harmless agreements m which & HUNTINGTON cl_:101 cf 'anh z,bligation for which the merits =f *.ari =us retrospective rating plans,
a supplier, tenant or landlord assumes lia-

insired or any carrier as his insurer may to be certain that all items of lcss :djusting
risk management consultants be helc hable under any worimen's con- expense are clearly defined as to what is

bility
Finally, we come to the hard core risks San Francisco--Newport Beach pensation . . law " in2luded :n the general overheed and what

for which there lS no solution other than rhe court ruled that coverage existzd is tc De ct arged back as allocated .oss ex-
the purchase of insurance Yet, to most of Liability over sir Je tte dalm was one of contract, rot pense
us (and this included our own company in one cf workers vompensation

the past) insurance' was among the first "Liabillty over" refers to an employe's The Vermcnt Supreme Scurt upheld this Products liability
solutions sought when it should have been abllity to sue a company contracting with Jugment in th- case of Utica Mutual I 1-
the last. his employer, thus obtaining a hal,illty surance Co vs Central Vermont Rail ny Several times in the past we have point-

The difference between risk manage- judgment to supplement his workers' com- Ins (33EA Ld 20)'.
ed to court decisions which expand the de-

ment and insurance management should pensation award from his employer Al-
gree to which innocent parties may be held

begm to be clear Insurance is only a small though this is a clear evasion of the intent Allocated loss expenses liable for defects of a product. Spe cifically,

part of the entire risk management pro- of legislative bodies to make workers' com-
retailers and leasing companies h ave been

gram I can say this now, but in all honesty pensation the sole remedy for work in- When an. nsurance company or a se.f- held .iable for product defects ever though
did not fully understand this a year ago Juries, 1t ts prevalent and enforced by the insuran22 service firm adjusts a workets' ttey had no part in causing them
Let me tell you how this happened. courts. compGnsati:r. cr public liabifity loss, :hey Tne re rent case of Colemcn is Hertz

A recent case shows how this occurs A inzur expensps. T-lese expenses include the Cirp '534 P 2d 940) further affirms these
In the Past we, like many of you, didn't railroad hired a contractor to do some work ad uster's -ime, travel costs. private in- doctrires In this case, the rear wheels ofhave a formal program of risk manage- and one of the contractor's employes was v Est gaters, attarneys, laboratory tests, a leased rruck fell off, causing ar injuryment What we did consisted mostly of hav- injured In the contract between owner and photographs, etc Some of these costs, such Tne Court of Appeals affirmed a udgmenting a consultant review our insurance poll- contractor, a hold-harmless agreement ap- as the scluster'S time and e>.Irense, are usu- agairs: the lesser (Hertz) on the zas_s, notcies and prepare a report summarizing our peared whereby the contractor held the ally .ncluded lr_ she cost of :he insurance only thal she burden of losses res.iltingcoverage He also would evaluate 1nsur- owner harmless for bodily injury c.aims or self-insurance service dirm's fee These from cefective articles should be borne byance company proposals and negotiate rates After receiving his workers' compensation, are in:lloared less expenses as opposed to those wh) are in a position to ccntril theAt that time, we had no system to deter- the employe sued the railroad for failure allocatec less expenses, which are expenses dangE, bus also by those wto cEn makemine what the risks really were that were to provide safe working conditions The cnarged bazk to:he client, elmer through a an eqL.table distribution of the losses when

being funded through Insurance. railroad then passed the suit along to the r E:rospecti-e rating forml.la (where -he they OCC;r
As we introduced a more formal plan- contractor because of the contractual agree- charges are -nultiplied 1* a loss convers-on If this line af reasoning is folowed, it

ning and control process, our philosophy ment to idemnify The contractor naturally faet,r: ir by addrion to the service com- rioull seem that anybody who zurchases
changed We began to try to anttcipate the tendered the claim to his insurance com- panis bill

manacce and 15 somewhere ir the p-oduct

future and to develop programs to achieve pany who provided contractual liability in- T,ese claarges can be highly signif c Ent flow frorn rran ifacturer to cms-uner can
goals related to these environmental as- surance The insurer sought a court deci- 1.- some cas 25, particularly where conaid- be held liabl 3 for a defective prod ict orsumptions The idea of evaluating risks and mon as to whether it was obligated to de- erable tra=(£1 13 involved I. is therefore, pos sibly even an inJury from a product thatdeliberately planning how we would cope fend and indemnify since they fels that important, when consider-ng props als may not be clearly defective

m



'Errors in judgment'
most frequent cause
of malpractice suits

MILWAUKEE-A study com-
piled by the National Assn. of In-
surance Commissioners found that

errors in medical judgment rather
than errors in actual performance
of medical procedures "appear to
be the most frequent cause" of
malpractice suits against doctors.

Claims against physicians and
surgeons constituted 57% of all
claims by count and 56 % by
amount, the NAIC's report found
in a nationwide survey of mal-
practice insurance statistics.

The report is part of an ongoing

program designed to meet prob-
lems in malpractice insurance. An-
other study to be released in March
will give information about insur-
ance premiums for medical mal-
practice by state, insurer, claims
incurred and profit/loss for 1975.

Another finding of the report
shows that 38% of the claims bir

Report notes

security at
power plants

NEW YORK-In a report which
could have risk management im-
plications for electric utilities,
Burns Security Institute claims
that security at most non-nuclear
power plants is virtually non-ex-
istent.

Nearly eight out of 10 compa-
nies rely solely on a fence, a
locked door and confidence that

nothing is likely to happen be-
cause it never happened before.

The Institute, a private research
unit on crime-related matters,
surveyed physical security at 367
electric utility companies in 42

states to prepare the report.
It found that of the 367 utilities

questioned, only 55 have guards,
only 33 have intrusion alarm sys-

tems, and only 25 have intrusion
and fire alarms at unstaffed facili-

ties.

A mere dozen have closed cir-

cuit television for surveillance of

critical areas, while some 66 have
mobile patrols.

Unlike nuclear facilities, which
have stringent security reulations
imposed by the Nuclear Regula-

tory Commission, electrical power
plants have no established federal
standards for security.

The Burns report cautions that
the poor defenses of electric utili-
ties today could lead to destruc-
tion of facilities. Two of the utili-

ties cooperating on the survey re-
ported actual bombings. One com-
pany suffered nearly $500,000 in
damages.

"Loss history at replacement
value versus projected security

costs is hardly the yardstick for
justifying adequate security," the
report warns.

It urges utilities to appraise se-
curity needs in order to weigh
possible impacts of adverse situa-
tions caused by theft, vandalism,
or extreme sabotage.

Utilities officials surveyed cited
three top needs for security im-
orovement: intrusion alarms, more

guards and closed, ciircuit televi-
sion, in that order.

A free copy of the study is
available from Burns Security
Briarcliff Marior, N.Y. 10510. •

number and 32 % by amount were
against hospitals.

More claims were brought

against Board-certified physicians
(representing advanced medical
training) than those that were not,
the report indicated.

Orthopedists, obstetricians, gyn-
ecologists, cardiologists and anes-
thesiologists generate "a relatively
high volume of claims although
most were filed against doctors
who do no surgery," the report
continued.

The NAIC mounted its study
after a resolution adopted at its
June 1975 meeting. In releasing

41

A

the report, NAIC President Dick
L. Rottman, Nevada Insurance
Commissioner noted "there has not

been a centralized information

system to collect and compile data
which includes all claims' in all

states for all insurers on a uni-

form and nonselective basis."

The statistics contained in the

NAIC report were drawn from a
questionnaire about claims closed
since July 1, 1975. The statistical

base includes all insurers doing $1
million of direct written premiums
for medical professional liability
insurance.

The reportrecords and synop-
sizes recent malpractice legislation
enacted at the state level.

Demographic information on

claimants and insured defendants

in malpractice cases is included
along with information on causes,
costs, severity of injury, dates
and other circumstances involving
claims. The report includes 30 ta-
bles.
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Warn farmers against
certain plasticinsulation

ST. LOUIS, MO.-A lawyer
who investigates farm fires criti-
cized the advertising and testing
practices of the plastics industry
which he charged fail to forewarn
farmers of "hidden dangers" in
using many foam type cellular
plastic insulation in farm con-
struction.

Emphasizing the need to cover
this insulation with fire protective
coatings, James L. Fetterly, a
partner in the Minneapolis law
firm of Robins, Davis & Lyons,
told the annual meeting of Amer-
ican Farm Bureau Federation here

that manufacturers should spell
out safety limitations of their
product with far more candor.

Expanded research into flam-
mability of cellular plastics is in-

Stewart SmitWs *

D

E

0

0

dispensible, he said.

Mr. Fetterly charged that many
cellular plastics are highly flam-

mable, exhibit rapid flame spread
characteristics and emit volumin-

ous smoke and highly toxic gases
-all contrary to advertisements
of their fire safety.

This risk, he continued, offsets
the product's desirable properties
of appearance, lightness, strength,
flexibility and durability.

Farmers believe "that adver-
tisements on these materials are

straightforward, that testing is
valid and that someone in a po-
sition of power took the time and
trouble to make sure that the in-

sulation was safe.

"Unfortunately, this is not usu-
ally so," Mr. Fetterly said. •

The need is tremendous.

Our new kit makes you the expert source!
THIS STEWART SMITH PROGRAM GIVES YOU
EXTRAORDINARY PRODUCTION POTENTIAL ...
and we have put together a complete sales kit to
equip you with everything you'll need to capture
this very important business!
Our excellent policy form, which is one of the
broadest in the industry, covers the Pension Re-
form Act of 1974. Here are just a few outstanding
features: It covers single employer plans and Taft-
Hartley plans; trustees, both present and former,

125 S. Wacker Drive

Chicago, 111. 60606
(312) 236-7333

116 John Street

New York, N.Y. 10038
(212) 791-1865

147 Milk Street
Boston, Mass. 02109
((617) 426-0615

their legal successors and independent adminis-
trators are protected at no additional charge; cov-
erage for all legal fees is included without de-
ductible; waiver of recourse is available for your
Taft-Hartley clients; investment decisions are cov-
ered; and limits are provided up to $3 million.
The potential is there, and our complete sales kit
will get you started. It answers the question5 your
pension and welfare fund clients will be asking.
Phone for your kit...or mail the coupon today!

FOR YOUR FIDUCIARY/EMPLOYEE BENEFIT LIABILITY KIT,
CALL NOW ...OR MAIL COUPON TO THE NEAREST STEWART SMITH OFFICE

Public Ledger Building
Independence Square
Philadelphia, Pa. 19106
(215) 925-0432

the Stewart Smith Oanization
ATTENTION STEWART SMITH FIDUCIARY DEPT :

SEND ME COMPLETE PRODUCER KIT FOR THE

STEWART SMITH FIDUCIARY/EMPLOYEE BENEFITS PROGRAM

Name

Company

Address

City Stsile

Title

Phone

Zip

BIJ

3200 Wilshire Blvd.
Los Angeles, Cal. 90010
(213) 382-6201

225 Peachtree Street, N.E.
Suite 716

Atlanta, Ga. 30303
(404) 688-0963

277 Forest Avenue

Paramus, N. J. 07652
(201) 265-9595

Grant Building
Pittsburgh, Pa. 15219
(412) 232-0430
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Highest-ranked private
brokers in California

are commercial'experts'
SAN FRANCISCO-Specializ-

ing in being a specialist appears to
be a key approach to prospering
and expanding for California's 10
top privately-held insurance bro-
kerage firms.

Russell R. Miller & Co. Inc.,
here, has published its 1975 rank-
ing of the 10 top privately held
brokerage firms in the state and it
has named the top three houses, in
terms of commission income, as
Kindler & Laucci, $3.5 million in
commissions for the year, Albert
M. Bender Co. Inc., $3.2 million
for 1975 and Albert G. Ruben &
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Complete asset control is
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countability, cost control and
maximum tax benefit.

" Data Pacs" provides a sys-
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Co. Inc., $3.1 million.
For example, Bernard H. Mizel,

president of Albert M. Bender Co.,
San Francisco, told Business In-
surance that his firm pursues spe-

cialization in its staffing policies.
He explained that Bender always
attempts to hire people trained at
the national brokerage firms to
service his medium-sized, West
Coast clients. He pointed out that,
in his view, national brokers lack
the ability to pair highly com-
petent personnel with smaller dol-
lar-producing accounts.

"By comparison, our men have
risk management capacity," he as-
serted. "I believe they possess the
identical qualifications as the men
that a large, national brokerage
house places on huge corporate
accounts."

Specialization in the sort of
business sought out was cited
by Bob Williams, chief executive
officer at Albert G. Ruben as the

chief reason for his firm's standing
in the Miller survey.

The survey placed Ruben in the

number one spot in the ranking
of firms by commission dollars
generated per employe in 1975. In
Ruben's case, the figure cited by
the survey is $38,750.

Mr. Williams pointed out that
his house specializes in two areas:
the entertainment industry and
surety bond business. Concentra-
tion on the dual areas, he con-

tended, has markedly increased
staff efficiency at Albert G. Ru-

ben.

Further, like Mr. Mizel, he

mentioned that converting affili-
ated offices into individual prof-
it centers was another factor in

his firm's growth.
A third ingredient, he contin-

ued, is the fact that "all clerical
work is performed during the
graveyard shift, that is, from 11
p.m. to 7:30 a.m." The unusual
schedule permits clerical work to
be completed devoid of diversions,
he said. Since Ruben is located in
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Ranking
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1975 MILLER SURVEY

Name

Kindler & Laucci

Albert M. Bender Co., Inc.

Albert G. Ruben & Co., Inc.

Clifton & Company

Dinner Levison Company

Cal-Surance Associates, Inc.
Barney & Barney
McCord & Holdren

Charles, Hyan & Rivers

Republic Insurance Brokers, Inc.
Colonia: Western Agency, Inc.
Robert F. Driver Company, Inc.

Commissions

$3.5 million

3.2 million

3.1 million

3.0 million

2.8 million*

2.3 million

1.9 million
1.9 million

1.6 million

1.5 million

1.5 million

1.4 million

Executive

offices

San Francisco

San Francisco

Los Angeles

San Francisco

San Francisco

Torrance

San Diego

No. Hollywood

Los Angeles
Santa Ana

Sherman Oaks

San Diego

*Figures for Dinner Levison not provided by company and are estimated by Russell R. Miller & Co., Inc.

Beverly Hills, security has not
flared up as a touchy problem, he
added.

The Ruben chief, at the same
time, placed himself among the
dissenters on the question of
growth fueled by Employe Stock
Option Trusts (ESOTs).

Kindler & Laucci has had an

ESOT for three years and is sold
on the concept as an employe mo-
tivator, asserted Arthur Kindler.
For the last 10 years, Kindler &
Laucci has posted a compound an-
nual growth rate of 16%, he dis-
closed, attributing a portion of
that expansion in the recent past
to the ESOT.

"In 1976, we anticipate growing
at a higher rate than 16% and do-
ing this without making a single
acquisition," he noted. He added
that his firm is "probably the
largest privately held brokerage
firm in the West."

Specializing in municipal liabil-

ity and in owner-operated truck-
ing has enabled Cal-Surance As-
sociates, Torrance, Ca., to prosper,
in the opinion of president, Donald
E. Martin, CPCU.

In fact, Mr. Martin indicated
that he is such a disciple in the
power of specialization that he
would "specialize in three-legged

Ranking
1.

2.

3.

4.

5.

6.

7.

7.

8.

9.

10.

11.

1975 MILLER SURVEY

Name

Albert G. Ruben & Co.,inc.
Clifton & Company

Barney & Barney

Cal-Surance Associates, Inc.
Republic Insurance Brokers, Inc.
Dinner Levison Company
Albert M. Bender Co., Inc.

Charles, Ryan & Rivers
Kindler & Laucci

Robert F. Driver Company, Inc.
McCord & Holdren, Inc.

Colonial Western Agency, Inc.

Average.

giraffes if I thought such a busi-
ness would be profitable."

As one might suspect of a bro-
ker that tied up much of its time
in the fields of municipal liability
insurance and owner-operated

trucking risks, Cal-Surance As-
sociates makes a practice of seek-
ing business in areas where conn-
peting brokers fear to tread, he
said.

Barney & Barney, San Diego,

Number of

employes
127

1167

80

90

100

78

63

81

58

51

72

52

Commission dollars

per employe
$38,750

33,333

30,159

29,487

29,411

28,000

27,586

27,586

27,559

26,923

23,457

20,833

$28,590

climbed into the number three

spot in the Miller ranking of firms
according to commission dollars
per employe (for Barney & Bar-
ney, the figure is $30,159) in part
by being an active partnership,
said Bruce Moore, executive part-
ner. He also noted that being 10-
cated in California's second larg-
est city is of some help. "You can
still make money on automobile
liability in San Diego," he said. m

Eastern, Lockheed, U.S. govt. have
paid $32 million so far for air crash

NEW YORK-Approximately
$32 million has been paid to date
in out of court settlements of per-
sonal injury and death claims in
the case of an Eastern Airlines

Inc. jumbc jet that crashed in
the Miami Everglades three years
ago, killing.101.

Lockheed Aircraft Corp., manu-
facturer of the L-1011 Tristar,
paid $2 million of that amount for
claims made by the plane's crew,
Business Insurance learned.

The amcunt was fully insured
under Lockheed's air products li-
ability coverage, written by the
London market and by United
States Aircraft Insurance Group,
according to Lockheed's director of
insurance Robert E. Butler.

Mr. Butler explained that if
Lockheed did not pay the $2 mil-
lion for crew members, their only
recourse for compensation would
have been through Eastern's
workers' compensation coverage.

The implication was that this
amount would have been insuf-

ficient. Indeed, injured workers
often turn to third party suits, fre-
quently against manufacturers,
because under workers' compensa-
tion laws, employers' liability is
limited.

/ It would seem then, that Lock-
heed's $2 million portion of the
settlements thus far served to head

off just such litigation.
Back in October of 1973, just

10 months after the crash, East-

ern, Lockheed and the federal
government reached an agreement
about how to handle settlements.

One party to the agreement,
who asked to remain anonymous,
said that Eastern agreed to accept
liability for the crash, and that
only damages would go to trial.

About half a dozen such cases

are still pending.

For the damages, Lockheed

agreed to pay the part relating to
crew members, while Eastern and
the federal government, which be-
came involved because of alleged
negligence on the part of Miami
air traffic controllers, agreed to
make payments on a percentage
basis.

Both the Justice Department
and legal counsel for Eastern Air-
lines refused to reveal the precise
percentages for the approximate
$30 million that the government
and the airline have paid out so
far. However, it appears that East-
ern absorbed the major part of
the loss, because a Justice Depart-
ment lawyer emphatically denied
reports that the amount was split
50-50 between Eastern and the

government.

"The government contribution
was on a percentage basis, but it
was nearly as high as that," he
said.

The crash, which was the first
ever for a jumbo jet, involved to-
tal destruction of the craft, with

hull damages valued at $15 mil-
lion.

Eastern's insurers were Associ-

ated Aviation Underwriters, with
a 30 % share of the hull coverage
and 55% of the liability; USAIG,
with unspecified percentages of
both hull and liability; and the
London market, with 20 % of the
hull and a minor portion of the
liability (BI, Jan. 15, 1973) .

Reinsurance was widespread
here and abroad, with a substan-
tial amount picked up by Pruden-
tial Insurance Co. of America. 

Services for

self-insurers
NEW YORK-General Adjust-

ment Bureau (GAB) is expand-
ing its services to risk managers
involved in administering self-
insured programs.

GAB's self-insurance services
include workers' compensation,
auto fleet property and liability,
general and product liability,
property, catastrophe, recovery,
transportation and ocean marine,
employe benefits, safety engineer-
ing, and loss control.

The new services, which are a
refinement and expansion of a
program GAB began in 1971 for
self insurers, feature a computer-
ized claims management reporting
system. .

1



tribunal with a good chance of probably will cost somebody $500 for which it may be more difficult

Chemical suits settled being compensated The Depart- milhon " to establish "legitimacy."
. . . ment of Public Health of the state "I'm convinced this tragedy has Another source speculated the

has no evidence that personal in- been under-ascertained," this at- reason the settlement was handled
Continued from page 1 he said, noting that an advanced Juries have been suffered up to torney said, charging that "failure "quietly" is because "it got into
its subsidiaries. In addition, Mich- stage of contamination results m this point" to get recognition for the disaster the polltical arena too quickly.

igan Chemical reportedly is Con- a form of starvation A disputed factor is whether the combined with the sheer political The only real pohtical organiza-
tributing another $9 million di- This attorney also suggested Federal Drug Administration's power in the state" are the rea- tion of farmers is the Farm Bu-
rectly to the Farm Bureau's claim that other chemicals may be in the standard, 0.3 parts per million of sons for what he calls an made- reau." he said. "and they're in-
fund. fire retardant aside from PBB PBB in livestock, lS a safe level quate settlement. He estimates volved in the problem. The Farm

If the pool does not cover all which may be even more harmful at which animals can move into 90,000 dairy cows in the state are Bureau lS a powerful influence in
so-called legitimate claims (which to animals and humans. the marketplace still contaminated and are dying the Republican Party in Michigan

are construed by some to mean "The standard for determining at the rate of 1% or 2% a day. and they're in charge of the State-

only property claims and no per- "The fund contemplates proper- the safe level is definitely a scien- Still, he charges, the contaminated house "
sonal injury claims), a contingent ty damage," said another source tific level," said the source close livestock are being shipped to He believes the Farm Bureau
plan is thought to have been de- close to the settlement. "If per- to the settlement Others disagreed markets outside Michigan to be agreed to settle for less than its
vised. Arrangements would allow sonal injury is brought in, then I vehemently. sold before they die original suit "perhaps because

the Farm Bureau to borrow up to suppose the sky's the limit But Another Michigan lawyer told they feared being cut off by

$5 million from an unnamed bank the data at the present time BI that Northwest Industries "This is the largest single con- Northwest Industries and its sub-

in St. Paul, Mn This loan sup- doesn't indicate this. My judg- could have settled because it "may tamination episode in history," he sidiaries. or because Farm Bureau
posedly would be matched by ment is that everyone that has a be concerned . . that the sepa- said 4.There is nothmg to match doesn't recognize the true magni-

funds from Michigan Chemical, claim has filed it for livestock or rateness of the corporations could lt " tude of the problem "

the principal defendant. property damage. be disputed" from a habihty One lawyer estimated that 500 "The market has tightened up

Beyond this amount and up to One state official queried about standpoint. claims are not yet settled for hve- on liability (insurance) because of

a figure reportedly between $50 the settlement said, "We beheve Yet another source commented stock damage and that most of this case and because of no-fault
milhon and $60 milhon, Farm Bu- the amount is enough to cover the bitterly that the settlement pro- these are from non-quarantined in Michigan, commented an in-

reau and Michigan Chemical have legitimate claims-those that could vides "only 10% of the money herds-that is, those with less surance company claims man-
agreed to split on a 50-50 basis be brought before an independent they'll need. In the long run lt than 03 parts per million of PBB, ager
the cost of any outstanding claims.
After that, the settlement provides
for a renegotiation of the agree-
ment, reserving Farm Bureau's "'The most up-to-date "how to do it" working tool for financialright to relltigate against the de-
fendants. officers, risk and insurance managers of corporations, and

For the claims settled before the

out-of-court-agreement, the cost others involved in the field of risk and insurance management
was shared jointly by underwrit-
ers for the Farm Bureau and the

defendants. Named insurers for
the Farm Bureau were Auto-

Owners Insurance Co., Fireman's risk managementFund Insurance Co. and New

Hampshire Insurance Group, for
a total coverage of $8 6 million. reports from business insurance

Underwriters for Northwest In-

dustries' layered coverage were Risk Management Reports are published bimonthly by Business and their staff-who are risk management consultants-with both
Travelers Insurance Co., Lloyd's Insurance and cover-in-depth-subjects pertaining to the following large and small companies and institutions in the U S and abroad ,
of London, American Home As- four major risk management categories
surance Co., Insurance Co. of The editor of Risk Management Repons ,s H Felix Kloman. prest-

• Exposure Identification/Risk Analysis • Risk Control
North America and Aetna Casual- dent of his own consulting firm. Risk Planning Group, assisted by

• Risk Management Administration • Risk Finance
ty & Surety Co., for a total cov-

Myrna S Briskin. assistant editor, and an editorial advisory board in-

Each report Is preceded by a Current Comment section with notes on cluding the following experts Thomas G Briggin. Risk Planning
erage of $28 million. There is some
dispute as to whether the limit is ideas and subjects of current interest The format is 8'h" x 11 . Group. Edgar S Clark. Alexander & Alexander. Jean-Paul Decot-

based on an aggregate rather than, looseleaf. three hole punched. for ease of filing In an attractive loose- tignies. Risk Factoring. SarL, Peter Downes. American Trading &

on an occurrence basis. leaf binder which will be mailed to subscribers with their first report A Production Corporation. Paul B Ingrey. Prudential Remsurance Com-

cumulative index isprepared annually and the length of each report is pany. Peter Law. U S industries. Stanley R Tarr, Rutgers University.
"The longer they wait to settle

30 to 40 pages. permitting thorough analysis of each particular sub- Stefan J Valovic. Kaiser Aluminum & Chemical Corporation Other
the cases, the more the loss will ject Emphasis Is placed on developing practical working tools for the experts from insurance companies, brokers and safety consultants will,
build up," commented one Mich- risk manager, drawn largely from the continuing contacts of the writers from time to time, participate In the preparation of specific repons
igan lawyer who asked for anony-

mity. "A lost herd is lost future Among the many differ6nt subJects to be treated individually by
revenue," he added, referring to
the large number of hvestock forthcoming Risk Management Reports are the following:
which either have died or have • Captive Insurance Companies. An annual review of captive management process? Identification of potential hazards How
been quarantined if found to have Insurance companies with an up-dated list of captives and their should they be coveredi
03 parts per million of PBB in parents Review of captive management companies in Bermuda • The Risk Management Function in Management Given the
their blood. Trends In the captive marketplace evolution of the risk management function-from clerk to buyer to

"We've Just seen the tip of the • Self-insurance of Workers' Compensation Reasons for this manager-where should today's risk manager belong In the
iceberg," said the same lawyer growing trend A complete review of the regulations in each of the organization of his company? Who should he report to and who
who predicted that the situation should report to himi What administrative scope should his function50 states Identification of those firms capable of assisting in claims
"will be exploding" soon. administration encompassi

"The (unquarantined) cows are • Risk Management Cost Allocation An effective risk management
• International Risk Management-ex-Europe Survey of risksick. There are many low toler- program should be understood and Implemented at the operating

ance herds in the state," he said, management developments in Asia. Africa and South America unit level How do you allocate "cost-of-risk" to the responsible

charmng both the Farm Bureau • Natural Hazards How do you factor natural hazards Into the risk operating unit) Cost allocation as a function of risk control

and the defendants with "trying
to cover up." He predicted the sit- Subjects covered by past Reports include the following:
uation will be worse than Water- • Corporate Soc,al Responsibility Is it more than a charitable cycles. capacities. cash flow. etc What is the capacity and cost
gate." contributioni Is It compatible with the corporate balance sheeti crisis prediction for 1975-19767 What should the insurance man

Michigan Chemical and the How can the risk manager help to define it? look for in the insurance companies he uses?
Farm Bureau "are saying that the • Corporate Risk and Insurance Management Manual Every I Managing Risks of Data Processing Facilities How to apply risk
farmers aren't feeding the cows," 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

Blast health should the manual include? How should it be distributed? Examples I Risk Retention Levels How large should your deductible be-
are included In the Report $100 or $100 million? A discussion of the objective and subjective

• An Economic Analysts of the Insurance Industry A study of methods for determining this level

care industry Why you should subscribe to RISK MANAGEMENT REPORTS

HARRISBURG, PA-Pennsyl-
We live in an age of information 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 senber to Risk Management Reports at the annual sub-

vania Insurance Commissioner and insurance company representatives) have different specialized inputs, many of which are scription rate of $60. which I have enclosed. and start
William J. Sheppard blamed depended upon to assist in decision making A single In-depth resource Is needed. which Is ob- my bimonthly subscription immediately
"runaway inflation" for a $21.9 lective and lucid and which has researched all of the pemnent material which applies to a

million Pennsylvania Blue Shield given subject Risk Management Reports ts such a tool and is a ready reference for the well- 0 YES. enroll me as a satisfaction guaranteed subscrib-

rate increase he approved last
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

month, which became effective Reports will publish an "annual" Report on captive insurance companies. with the most cur-
January 1. rent listing of captives, their parents and their operations Also. periodic surveys are conducted

"Medicine is the only industry through Risk Management Reports covering risk management practices and procedures and
in America with a built in auto- the results are published so as to enable subscribers to measure their responses against those NAME

matic payment mechanism and of the industry in general

the industry has proven to be in- 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

TITLE

capable of controlling its own
cost," he charged.

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

.Clearly there is a great need To subscribe to Risk Management Reports fill in the coupon and send it with your
for a state or federal regulatory remittance to

STREET
system to put the health care in- Risk Management Reports. c/o Business Insurance.

dustry on a budget," he said, and 740 Rush Street. Chicago. Illinois 60611
urged legislation that would allow (Make checks payable to Risk Management Reports) CITY STATE ZIP

state review of hospitl spending •



22/business insurance, January 26, 1976

Mr Noha restructured the com-

CNA heralds further pany so that all subsidiaries can

handle all products, and every-
DrI s pension funding

thing is sold under the name CNA,

shift in emphasis to rather than under individual sub-

sidiary titles The firm hopes to problem is magnified
generate much more new pre-
mium volume with this approach WASHINGTON-More realistic jected to reach $64.7 million in

small business clients than it could before. actuarial assumptions adopted by the next fiscal year and $84 9
For Instance, for the Double the District of Columbia earlier milhon by the 1980 fiscal year

IRA product alone, there are pro- this month show that the nation's Actually, the city is solely re-
New YORK-CNA Insurance chairman and chief executive of- jected some 30 million potential capital now faces unfunded pen- sponsible for funding pensions of

heralded a further shift in its com- ficer. buyers, since IRAs were popular- mon liabilities of $1 6 billion, an only 40% of its employes-the
mercial business toward the small Mr. Noha was in New York ly swept in with the pension re- increase of 44% over former es- police, firefighters, teachers and
to medium sized accounts with January 13 to announce the new form act of 1974 timates judges. Under the Home Rule Act
its introduction here of five new products, which he expects will With many small firms deciding The city has released a financial passed last year, the federal gov-
commercial Insurance products tap a virtually untouched $41 bil- to terminate existing pension plans plan that proposes three possible ernment picks up half the tab for

This change of emphasis for lion market. rather than try to comply with funding schemes, all of which the other District employes
CNA was first revealed by Ed- the complicated bookkeeping for would involve heavy contributions
ward J Noha, chief executive of Mr. Noha remarked that 90 % disclosure requirements under the from the federal government. The pension plan for pohce and

CNA, in an interview appearing of the enterprises in this country new law, Individual Retirement At least one congressman, Rep firefighters is entirely unfunded
in Buslness Insurance last Sep- have 50 or fewer employes The Accounts are rapidly gaining ad- Thomas M. Rees (D-Ca ), is It has $1 bilhon in unfunded lia-
tember. $41 billion market those busi- herents. draftink a bill to provide federal bilities, a figure that is expected

The new line of coverage for nesses represent come close to assistance. He is the former chair- to reach $1 4 billion by fiscal

small to medium sized businesses doubhng the $24 bdlion market Terminations of qualified pen- man of the House District Com- 1980.
includes five package plans, one of now represented by major com- sion and profit sharing plans for mitee's fiscal subcommittee. One reason for the staggering li-

which is a basic named-peril pack- mercial insurance accounts, he 1975 were four times larger than Hearings on the city's finances abilities is an option which lets

age with limits ranging between pointed out. the Labor Department had ex- will be held in February, accord- police and fire officers retire after
$300,000 and $1 million 44

CNA will continue to serve 1ts pected, with 1,148 termination no- ing to Sen Thomas Eagleton (D- 20 years of service, regardless of

Retail hardware dealers can buy traditional markets such as large tices filed during Decemoer in ad- Mo ) chairman of the Senate Dis- age. Furthermore, they get corres-

a property/liability plan with commercial accounts," Mr. Noha vance of a January 1 deadline trict Committee Earlier this ponding increases in pension be-
limits up to $500,000. said CNA's announcement of ltS de- month, in a speech on municipal nefits when working officers re-

The plans require an appraisal However, he made it clear that cision to get into IRA plans neat- pension reform in general, the ceive pay boosts, a fact that al-

to work out valuations. the campaign to win over small ly dovetailed with government re- senator called for several "urgent- lows some retired officers to earn

and medium sized business in- lease of statistics on plan termina- ly needed reforms," including rals- more in pension benefits than they

An employe benefits package surance accounts would be re- tions ing the retirement age, banning did when they were working, ac-

features comprehensive maJor ceiving top priority from the com- A mam feature of the new pensions that overlap, and fund- cording to a District official
medical, and options for dental and pany small business property liability ing benefits as they are earned The former actuarial assump-

tions used by the District did notfirst dollar maternity care CNA's new products represent package is that it can be rated
Only $63 million-less than 4 % Include salary or cost-of-living in-One new product, which CNA a culmination of the things Mr. within a matter of minutes and

calls "Double IRA" is a combina- Noha was planning when he re- consohdates the coverage on one -has been set aside to pay the creases, and they allowed for on-
$16 billion in projected benefits. ly a 5% inflation rate The newtion qualified retirement plan and vamped CNA's entire marketing form that before was only avail-

life insurance coverage for em- program last year (BI, June 30, able with as many as 200 tech- Contributions for the pay-as-you- assumptions provide for a 4% an-

ployers and selected employes 1975). nical endorsements go plans amounted to $53 1 mil- nual adjustment for wage hikes
lion this fiscal year and are pro- and a 7% inflation rateThese are the first new offer- In the past, CNA would come Called the Busmess Account

ings CNA has made to insurance out with a new product and then Program, or BAP, it will offer as
buyers since its troubled parent design an organization around the much as $500,000 property cover-
firm CNA Financial Corp was product to service it, hence the age and $1 million in liability
acquired by Loews Corp. m 1974, growth of Contmental Casualty CNA said lt couldn't give an ex- Pregnancy-disability
and since former Allstate execu- Co, Continental Assurance Co., ample of a typical yearly pre-
tive vp Edward J Noha became as well as other subsidiaries. mium for the coverage because

property rates are based on an argued at high court
area rate configuration.

Continued from page 1 American Telephone & Telegraph
differences didn't create costs Corp. and Celanese Corp, have

However, one company repre- when the Civil Rights Act went filed friend of the court briefs on
sentative said for a $600 premium,
buildmgs coverage of $100,000

into effect. "Congress did intend behalf of general Electric. The

with $50,000 to $60,000 on con-
to impose some costs," he said. Mr. U S. Chamber of Commerce, Na-
Kummholz rephed, "But not this tional Assn of Manufacturers, and

tents could be bought. cost." insurance associations have also
COMBAT, CNA's Commercial However, costs were the major filed briefs.

Building Appraisal Technique, factor in deciding that pregnancy The suit against General Elec-
bases up the BAP product, and could be excluded from a state tric was brought by the Interna-

D the new retail hardware plan. disability pay insurance program, tional Union of Electrical Radio
Although the hardware plan is ill what is known as the 1974 and Machme Workers (IUE) on

4 designed exclusively for hardware Alello case, a precedent men- behalf of over 100,000 females who
dealers, the company says its pro- tioned during the proceedings. have worked for GE since the be-
spects include some 20,000 ac- In that case, the Court held ginning of 1971, monetary dam-
counts.

that keeping costs down so that ages are being sought for the sub-
Depending upon location, for employe contributions would re- class of female employes who be-

an average premium of $1,700, a

It
mam low was enough lustifica- came pregnant during that time.

hardware dealer might be able to tion for the state to exclude preg- Over 5,000 GE employes were
purchase up to $500,000 property/ nancy from coverage. Three Jus- pregnant during 1971 and 1972
liability coverage, although the tices dissented

company said no precise figures The law involved in the Alello Friend of the court briefs sup-

which would apply nationwide to case was the equal protection porting the union have been filed
premium costs and limits are clause of the Fourteenth Amend- by AFL-CIO and the United Auto
available. ment, while in the pending case Workers; Communications Work-

The hardware store plan offers the law is a Congressional statute. ers, Women's Law Project and the
building replacement costs, cash It is not unusual for the Court American Civil Liberties Union;

value contents, and cash value to apply a specific statute more and the New York State Division
coverage on inventory up to 25 % strictly than it applies Constitu- of Human Rights.
more than the previous year's tional provisions, according to A U.S. District Court in Rich-Measure your assets. stock. Charles F Abernathy, assistant mond, Va found for the IUE on

professor of law at Georgetown April 24, 1974, slightly more than
Knowing how your assets measure up - what they're really ne new benefits plan, called University Law Center. two years after the suit was filed

worth - can cut the costs of operating your business, can be your Assurance 2/50 (after the mini- Moreover, the Equal Employ- Judge Robert R. Mehrige Jr. en-
most valuable financial management tool. mum and maximum amount of ment Opportunity Commission Joined GE from refusing to pay

One reason insurance coverage is set at realistic, collectable employes coveraged) offers a com- (EEOC), the fe deral ag enc y benefits, while postponing mone-
levels. Payments for uncollectable over insurance aren't made, plete group program, similar to charged with enforcing Title VII, tary Judgment.

that available under large com- has expressed a policy that preg- On June 27, 1975, the Fourth
and the risks of under insurance are avoided. Other reasons assets

mercial group insurance plans, nancy-related disabilities should Circuit Court of Appeals affirmed
subject to investment tax credits are identified, and requests for with hfe -and health produce in- be included "under any health or the Mehrige ludgment Plaintiffs
bank loans can be supported. cluding $1 million in comprehen- temporary disability insurance or and defendants jointly petitioned

IAC appraisals are independent, objective, authoritative and sive major medical. sick leave plan available in con- the Supreme Court for review

detailed. And they are up-to-date, a particularly Important Finally, the Double IRA plan, nection with employment " This In his written opinion, Judge
which guarantees a seven and a stand represents an about-face Mehrige said, "There is no ration-

feature during inflationary times.
quarter interest rate on the an- from EEOC's in the 1960s al distinction to be drawn between

To learn more about how an IAC appraisal could be your nual portion, as well as 3 % on "EEOC should not be granted pregnancy related disabilities and
most valuable business tool, write or call for brochure 100. Or the tax-deductible retirement fund deference because of the shifting- a disability arising from any other
better yet, call the IAC office nearest you. contributions, can be arranged by sands nature of the situation," said cause The defendant does not ex-

Industrial Appraisal Company the employer/insurance buyer on Mr. Grove, Liberty Mutual's coun- clude from coverage any disability
a payroll deduction premium pay- sel "They are no more experts because it was voluntarily in-

Where the worth of an asset is measured. ment system. than anybody else " He noted that curred other than disabilities aris-
Mr. Noha said CNA is current- EEOC held its previous policy for ing from childbirth or other preg-

Home office 222 Boulevard of the Allies, Pittsburgh, Pa. 15222
ly working on even newer msur- seven years before changing. nancy-related conditions -That this

(412) 471-2566 Offices in principal cities
ance coverage which it will release Several corporations, including is sex discrimination is self evi-
sometime in the spring • Westinghouse Electric Corp, dent"



Judges are selected for annual Bl
Benefit Communications contest

NEW YORK-A panel of five
judges has been selected for the
fourth annual Business Insurance

Employe Benefits Communications
Awards Competition.

The judges chosen are: Edward
Moore, manager, executive com-
pensation, CBS; George Bernard
Finnegan III, vp-public affairs,
MeGraw-Hill; Roy W. Lawrence,
CLU, manager, employe benefits,
Ciba-Geigy Corp.; Bruce R. Ab-
rams, vp and director of public re-
lations, The Continental Insurance
Cos. and The Continental Corp.;
and Robert Vivian, vp-corporate
communications at Crum and For-
ster Insurance Cos.

Mr. Moore joined CBS in 1972 as
a benefits analyst. He was former-
ly employed by Bankers Trust Co.
as a benefits administrator hand-
ling pension, profit-sharing and
thrift plans.

Mr. Finnegan has been at Mc-
Graw-Hill since 1958. His posi-
ti6ns at the company have in-
eluded assistant editor at Business
Week. He has held other editorial
positions at other business publi-
cations and in 1959 won the Jesse
R. Neal Award for business jour-
nalism.

Mr. Lawrence, at Ciba-Geigy
since 1972, formerly was manager
of benefits at Thomas J. Lipton
Inc. in Englewood Cliffs, New Jer-
sey, where he worked for five
years. Prior to that he worked in
the employe benefits department
at Borden's in New York.

Mr. Abrams joined the Conti-
nental Corp. in 1962, where he
held various posts in the public re-

Take kidnap
evasion route

DETROIT-Some executives
are taking different routes home
from work these days to evade
kidnappers.

The spate of kidnappings has
altered many executives, including
retail store managers and auto
executives to be prepared just in
case

Some companies self-insure the
risk of kidnap. The auto compa-
nies said details about insurance
and self-insurance was privileged
information. One noted that to
"advertise" the fact of having any
insurance against ransom payments
would be inviting kidnappers to
"come and get the key to the
safe."

American Motors Corp. was the
only automaker to issue a state-
ment regarding insuring execu-
tives: "AMC does not insure its
executives against kidnapping," a
spokesman said. •

Lockheed settles
San Francisco's self-proclaimed

"King of Torts" attorney Melvin
M. Belli agreed to a settlement by
Los Angeles-based Lockheed
Corp. of $1.2 million to be paid to
families of 32 West German pilots
killed when their Lockheed-made
Starfighter jet airplanes crashed.
Mr. Belli said the payment will
end five years of litigation in
which the colorful lawyer had
hoped to win "as much as $10
million" for his German clients.
According to Mr. Belli at least
178 of the aircraft have crashed
to date, resulting in the death of
85 pilots. Lockheed and its insur-
ance carriers insisted the $1.2 mil-
lion payment "does not involve
any official responsibility for the
aircraft accidents," according to a
company spokesman.

lations area. He was named to his
present position in 1975. His for-
mer experience includes the estab-
lishment of a New York agency,
Abrams, Clement & Bogue, special-
izing in insurance advertising and
public relations.

Mr. Abrams is also active in the
Assn. of National ·Advertisers and
is a member of the National Ad-
vertising Review Board.

Mr. Vivian was elected vp-cor-
porate communications at Crum &
Forster in March, 1975. Previous
to this, he worked at Great North-
ern Nekoosa Corp. as director of
publjc relations and advertising
fr6rn 1963 to 1975.

He is a member of the Public
Relations Society of America, Na- .

tional Investor's Relations Insti-
tute, Assn. of National Advertisers,
and the International Newspapers
Advertising Executives Assn.

Entries are being accepted now
for the contest. The four catego-
ries to be judged are booklets, per-
sonalized correspondence, audio
visual and a total communications
program.

Closing date for entries is Feb-
ruary 23. The awards will be pre-
sented on April 27 at a luncheon
at the annual Risk and Insurance
Management Society (RIMS) con-
ference, to be held in Los Angeles
this year.

Information about the contest
can be obtained by filling out and
returning the coupon on this page.

-·-v, -uazal, .., 0'U/*0

Employe Benefits Communications Awards Competition
Mail to: Benefits Communications Awards

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

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

Name, title

Company

Address

C ity

Telephone

State

FOR A STABLE OCEAN MARINE, INLAND MARINE & MULTI-PERIL MARKET.

"See McGee"

S.140 2 .a.a * lor

- .4.-1

Wm.H. McGee&Co.,Inc.
Established 1887

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

Baltimore · Boston · Chicago · Columbus · Dallas · Detroit
Houston · Los Angeles · Montreal · Newark · New Orleans · New York Regional

Philadelphia · Pittsburgh · San Francisco · Seattle · Toronto · Vancouver

7ip
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legal brief

Insurer relieved of need to defend
1. ,

insured if claim isn't in policy s scope
ACCORDING TO a decision of

Florida appellate court, an insur-

ance company is not obligated to
defend its insured if the initial

written claim against the insured
does not fairly bring the case with-
in the scope of coverage under the
policy. Although the court orig-
inally had held in favor of the
insured, it reversed its decision
after a rehearing, at which time
it was brought to the attention of

the court that the policy did not
include personal injury coverage.

This action was brought by
Matthew F. Thomas, an executive

officer of Curry-Thomas Hard-
ware Inc. against Travelers Indem-
nity Co. for expenses, including at-

torney's fees, incurred incident to
the defense of a suit brought

The abstracts published in this

column were prepared by Cases
Unlimited Inc., Evanston, Il.

against him by one Foucart.
Travelers had issued to Curry-
Thomas a general liability policy

providing insurance for fire, re-
lated physical damage perils and

general liability. Coverage in-

cluded officers of the organization

while they acted within the scope
of their duties as such.

The Foucart suit against Thomas
and Curry-Thomas (which Trav-
elers refused to defend) ended in
a finding that Curry-Thomas was
not guilty but a verdict against
Thomas. The Foucart suit was

based on a claim that Thomas,
while acting in the scope of his
employment for Curry-Thomas,
assaulted, battered, slandered,
falsely imprisoned and maliciously

prosecuted him. Thomas succeeded
in his suit against Travelers to re-

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 insurance will present awards for outstanding -
achievement in communicating employe benefits programs.
Awards will also be presented to consultants,

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

Insurance (note address below).

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

City

cover his expenses in defending
the Foucart suit.

On appeal Travelers contended
that Thomas could not have been·

acting outside the scope of his em-
ployment ( as determined by the
jury in the Foucart suit) and also
have been an insured under the

definition of that term in the poli-
cy. Once the court was made

aware of the fact that Curry-
Thomas had elected not to obtain

"personal injury" coverage, it then
concluded that there was no cov-

erage for malicious prosecution,
slander or false imprisonment.

Consequently, the court deter-
mined that since Foucart's original
complaint was predicated on the
alleged assault, an act not within
the scope of Thomas' duties as
an executive officer of Curry-
Thomas, Travelers had no duty

to defend the suit. Consequently,
the court reversed the trial court's

order and found for the Travelers.

Travelers Indemnity Companv V.
Thomas, District Court of Appeals

/nsurance. The categories involved are: Booklets...
Personalized Correspondence ... Audio-Visuals... Total

Communications Program. The competition is open to
all companies and is not limited by the number of employes.

For more information about the competition, to obtain entry
forms or to submit y6ur employe benefits program, call...
Ronnie Drachman, Awards Coordinator, 212/986-5050 or

clip the coupon and send it to us as soon as possible.

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

Employe Benefits Communications Awards Competition

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

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

Name, title

Company

Address

Telephone

State Zip

of Florida, April 9, 1975, rehear-
ing granted June 3, 1975, Boyer,
J. 315 So. 2d 111 (BI/02/D.-$3)

Group health insurance

An applicant for group health
insurance need not risk penalty of
forfeiture of future benefits by

failing to list every physical in-
disposition that he has ever ex-
perienced, according to a decision
of the Supreme Court of Idaho.
The court thus held that an in-

surer was required to pay a claim-
ant's cost for coronary bypass sur-
gery.

In 1972 Norman Dean, on be-
half of himself and his wife, sub-
mitted an application to Nation-
wide Life Insurance Co. (Nation-
wide) for coverage under a group
medical insurance policy. Nation-
wide accepted the application in
October 1972 with coverage ef-
fective November 1. In connec-

tion with the application, Dean
answered that he had not under-

gone past treatment for "heart or
blood disorders." Similarly, he
answered "No" to a blanket ques-
tion with regard to other diseases,
disability or deformity.

In fact, during the course of a
routine physical check-up in 1971,
Dean complained of chest pains
following heavy exertion. How-
ever, a subsequent examination
and tests indicated no coronary
disorder. In 1973 Dean consulted

his physician on another com-
plaint and the physician ques-
tioned him about the chest pains.
Dean again submitted to heart
tests which proved negative. A
specialist was consulted and Dean
received an "angiogram" which
confirmed that he had coronary
atherosclerosis. Dean agreed to
undergo a recommended coronary
bypass operation. When Dean
sought coverage for this surgery
Nationwide rejected his claim for
benefits. This suit was then

brought resulting in a verdict for
Dean.

On appeal Nationwide's main
contention was that Dean's an-

swers in the original appliqation
were misleading, if not fraudu-
lent. The appellate court conclud-
ed that Dean had answered truth-

fully inasmuch as he had no
knowledge or belief of any heart

or blood infirmity. Nor did the
court believe that Dean was re-

quired to list every past physical
indisposition on the application.

Consequently, the court be-
lieved that Dean's answers were

made to the best of his knowledge
and belief and ordered the insurer

to pay Dean's claim. Dean v.

Nationwide Life Insurance Co.,
Supreme Court of Idaho, June 23,
1975, Shepard, J. 536 P.2d 1122
(BI/03/0.-$3)

Airplane insurance

In this case suit was brought
against the Insurance Co. of North
America (INA) to recover

amounts allegedly due under an
insurance contract covering an
airplane.

A North Carolina appellate
court ruled that the evidence was

sufficient to support a jury finding
that a legally effective "binder"

or temporary contract of insur-
ance was in effect when the in-

sured aircraft crashed killing all
of its occupants, employes of Knit-
Away Inc. Also the court con-
cluded that the amount of admit-

ted liability coverage was to be
$100,000 per seat, rather than $50,-
000 per seat, as alleged by INA.

The court believed that a rea-

sonable interpretation of the con-
duct of the parties to this airplane
insurance policy was that the
prospective insureds, which in-
cluded Knit-Away's president as
owner and the corporation as

lessee, desired insurance coverage.
INA agreed to provide such cov-
erage, according to the court
from the instant the newly pur-
chased airplane was delivered by



the seller. Although all the parties
expected delivery to occur on No-
vember 24, 1971 (delivery was
actually made on December 7,
1971), the court believed that the
parties were not making delivery
as of November 24 a condition

precedent to any binder for insur-
ance ever becoming effective.

Also, the court concluded that
a jury legitimately could have
found that the minds of the par-
ties had met before the air crash,
and that the amount of admitted

liability coverage was to be $100,-
000 per seat. The court noted that
even though an employe of the in-
surance agency had told INA that
the amount of such coverage
should be $50,000 per seat, the ap-
plication prepared by the insur-
ance agent and signed by the
agent for the corporate lessee of
the newly purchased aircraft
showed $100,000 per seat cover-

The court also pointed out that

the insurance agent testified that
as soon as he received the writ-

ten policy, three days before the
crash, he notified INA of the mis-
take in the amount of admitted

liability coverage. In fact, on the

day of the crash, there was evi-
dence that an INA employe con-
firmed to the agent that "you
have got the $100,000." Norris v.
Insurance Co. of North America,

Court of Appeals of North Caro-
lina, June 4, 1975, Parker, J. 215
S.E.2d 379 (BI/04/0.-$3)

Workers' Compensation
The Court of Appeals of New

York has held that psychological
or nervous injury precipitated by
psychic trauma is compensable to

the same extent as physical in-

Specifically, the court ruled that
an employe was entitled to work-
ers' compensation for psycholog-
ical disability resulting from se-
vere guilt feelings engendered by
her superior's suicide.

Here the employe, Mrs. Wolfe,
had assumed the duties of her su-

perior because of his nervous con-
dition. She had attempted to
comfort him but to no avail. Sub-

sequently, she had found his body
immediately following his suicide
in his office. The court empha-
sized that Mrs. Wolfe was not a

third party merely witnessing in-
jury to another, but was an active
participant. Her superior's nervous

condition had intensely involved
her. Not only did Mrs. Wolfe con-
sider his suicide a personal fail-

ure but according to the court,
she was an integral part of the
tragedy by virtue of his last com-
munication with her and her dis-
covery of his body.

"The feeling on her part that
she should have been able to fore-

see and to prevent the tragedy
was undoubtedly a competent pro-
ducing cause of her incapacita-
tion," the court emphasized.
Wolfe v. Sibley, Lindsay & CurT
Co., Court of Appeals of New
York, May 5, 1975, Wachtler, J.
369 N.Y.S.2D 637 (BI/05/0.-$3) •

(Copies of the entire decisions
described in this column may be
obtained by writing to Business

Insurance, attn. Editor, 740 N.
Rush St., Chicago, Il. 60611. Please
enclose a $3 check made out t6
Cases Unlimited Inc., for each
case, and specify the code num-
ber of the opinion, which is at
the end 01 each bTief.)

New Brussels office

Euroben, the Zurich-based em-
ploye benefits consulting arm of
Johnson & Higgins, opened an of-
fice in Brussels. It will focus on

foreign subsidiaries of companies
headquartered in the U.S., while
the Zurich office will service mul-

tinational orlganizations with Eu-
ropean headquarters. Euroben was
founded in 1968.

CTAself-insured fortraincrashwhichiniured 483
CHICAGO-The Chicago Tran-

sit Authority is protected by a
$20 million insurance policy above
a $2.5 million self-insured reten-
tion for all damages incurred in

the Friday, January 9 CTA train
crash. The policy is divided into
three layers and involves a num-

ber of underwriters, with Lloyd's
of London as the major insurer.

The first $2.5 million of the
policy (from $2.5 million up to $5
million of loss) is covered by

Lloyd's of London, 71.5 %; Cali-
fornia Union Insurance Co., 20%;
and Admiral Insurance Co., 8.5%.
The next $5 million (from $5 mil-
lion to $10 million loss) is covered
by Loyd's of London, 71.5%; Co-
lumbia Casualty, 10%; Interna-
tional Surplus Lines, 10 %; North-
brook Insurance Co., 5%; and
Bellefonte Insurance Co., 3.5 %.
The remaining $12.5 million layer

(from $10 million to $22.5 mil-

lion) is covered by Lloyd's of Lon-
don, 42 %; International Surplus
Lines, 21 %; Insurance Co. of the
State of Pennsylvania, 20 %; Mid-
land Insurance Co., 9%; and
Adriatic Insurance Co., 8%. Any
damages over $22.5 million are

paid by the CTA.
The latest accident occurred on

the city's north side line of ele-
vated trains, operated by the Chi-
cago Transit Authority. One train
of four cars reportedly malfunc-
tioned and ran into the rear end

of a train which had six cars, and
which was standing in a station.

Thomas Buck. manager of pub-
lic affairs for the CTA, said no
estimates have been made on the

loss of property or injured parties.
He said that two cars were badly
damaged, with 310 persons treat-

ed, examined or hospitalized be-
cause of the accident. Of those

310, 49 are still in the hospital,
two in critical condition. One vic-

tim died. In addition to those 310,
there are an additional 173 per-

sons claiming to have been pri-
vately treated. This brings the to-
tal of persons allegedly injured in
the crash to 483.

When asked if it is true that

there have been a number of false

injury claims associated with the
accident Mr. Buck made no com-

ment and refused to discuss it.

He also would not discuss pos-
sible causes of the accident and

said that no lawsuits have yet
been filed and no one is currently
being held liable.

However, findings are not com-
plete and several investigations
are underway. The CTA, the Na-
tional Safety Board, and the Fed-

you UN'T HAVE

eral Railroad Administration are

all conducting investigations, as

well as a special panel of inquiry,
The three member panel is chaired
by Dr. William J. Ronan, chair-
man of both the Port Authority of

New York and New Jersey, and
the American Transit Assn., The

other members of the panel are

Richard Buck, board member of
the Massachussetts Bay Area

Transit Authority, and W. How-
ard Paterson, a retired executive
of the Toronto Transit Author-

ity. I

Name change
The National Assn. of Insurance

Agents (NAIA), the organization
of 135,000 insurance agents in the
U.S. changed its name to the Inde-
pendent Insurance Agents of
America (IIAA).

TO BE A REGULAR
PRODUCER

TO PLACE BUSINESS
WITH AN

AMERICAN

INTERNATIONAL

COMPANY.

All that we require is that you
be a licensed, recognized insurance
agent or broker currently writing
business. Period.

If you meet these simple
requirements, then we are ready to
underwrite virtually any coverage
you want: Commercial Umbrella or
Inland Marine, Life & Health,
Reinsurance, Property & Casualty,
Credit Life, or Special Products. Plus,
overseas insurance and many,
many others.

And we'll do it for your smaller
insureds as well as for your giants.

American Home Assurance Company
American International Life Assurance

Company of New York

American International Undenvriters Corporation

Commerce & Industry Insurance Company

National Union Fire Insurance Company of Pittsburgh, Pa.

102 Maiden Lane, New York, N.Y. 10005

I'm interested, please send me more information
about your coverages.
Name

Title Phnne

Company

Arifirpqq

City StAte

130-7601 -57

/F' Member Companies of
Fll' V American International Group
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sociated Milk Producers, San An- C F Braun Co, Alhambra, Ca., tual Insurance, both subsidiaries

people tonlo, in November as risk man- named James McLees insurance of Belk Mr Whitney received the
ager, replacing Dennis K Morton, coordinator on January 5 After award for his chairmanship of the
who Jolned E-Systems Inc., Dal- about six months, Mr McLees said Mecklenbuig County North Caio-
las Mr Pcol reports to the direc- he expects to move up to the post lina bicentennial celebration and

Appliance maker hires tor of employe relations and insur- of corporate insurance manager other accomplishments spanning

ance His Job is to determine John Parker, who currently occu- 25 years He lS a past president of
thiough financing methods and pies that Job, is slated to retire in the American Society of Insurance

Atkinson for benefits outside coverage what property/ 1977 Mr McLees was manager of Management, now Risk and In-
casualty risks to insure, self-in- insurance for Carter Hawley Hale surance Managem ent Society
sure 01 non-insure He is also re- Stores Inc, Los Angeles No one (RIMS)

MeGraw-Edison Co, Elgin, Il, department She has also worked sponsible for safety/loss programs has been named to replace him
named James E. Atkinson, 35, coi- foi several brokers and under- Previously, Mr Pool was branch there yet C F Braun is a $300,000 Business Insurance wants to know
poi ate directoi of compensation writers sales manager in San Antonio for construction and engineering firm of readers moving into new or dif-
and benefits, effective Januai y 19 American States Insurance Co, ferent risk management, emplove
He is responsible for the develop- Bruce R. Boehmke, 28, joined which iS part of the Lincoln Na- A. Grant Whitney, 58, an insur- benefit or safety/Zoss positions We
ment, implementation and control Miles Laboratories Inc, Elkhart, tional Cos ance executiveof Belk Stores are interested 17% admimstrative,
of the firm's compensation and In, on January 19 as administra- Services, Ch arlotte, NC, was staff and support positions as well
employe benefits program He re- tor of international benefits and Dennis K. Morton, 36, was named Man of the Year for 1975 as managenal level jobs. If you or
ports to the vp-administration Insurance It is a newly-created named corpolate insurance man- by The Charlotte News He is ex- anyone you know is on the move,
Mr Atkinson formoily was direc- position He lS responsible for de- ager last fall for Dallas-based E- ecutive vp of Belk Stores Insur- please contact our Chicago offlce,
tor of compensation and benefits veloping and administering the in- Systems Inc, an electronics com- ance Reciprocal and Alchdale Mu- 312-649-5279.
at American Hospital Supply ternational companies' general in- pany He reports to the corporate
Corp, Evanston, Il No one has surance and employe benefit pro- director of personnel and replaces
been named to replace him there grams and reports to the manager Robert E. Marginot, who left the
yet At McGraw-Edison, Mr At- of insurance and employe bene- company a few months ago Dur-
kinson replaces Chester R. Carter, fits Mr Boehmke formerly was ing the interim vacancy, the in- classified advertising
who left the company a year ago risk analyst for property/casualty surance function was handled by
Since then, the function has been insurance at Abbott Laboratories, a consultant Mr Morton's respon-
performed by Michael M. Mullen, North Chicago, Il Most of Miles' sibilities include property/casualty RATES AND CLOSING TIME: $3 00 per Ime, mmimum charge $15 00. Cash
vp-administration, and Donald G. wholly owned foreign companies risks, employe benefit coverage lotth order. Figure alt cap lines (manmum-two) 30 letters and spaces

Gaertner, col poI ate director of are based in Europe, Latin Amer- "to some extent," and some safety per Ime; upper & lower case 40 per hne Add two hnes for box number.
petsonnel le and the Middle East In the and loss prevention work Previ- Rephes a, e forwarded daily Closing deadline· Copy in wntten form in

past, this J ob function was shared ously, Mr Morton was risk man- Chicago office not later than noon, Monday, 7 days preceding publica-

Alberto-Culvel Co, Melrose by the insurance manager and the ager for Associated Milk Produc- tion date Publlshed every other Monday. Display classified takes card
Park, Il, hired Frank J. Van Nuf- benefits manager ers, San Antonio, where he was rate of $2850 per column inch, and card discounts on size and fre-
felen, 45, as corporate risk man- replaced by Jack A Pool, as noted quency Mail ads to Business Insurance, classified advertlang dept.,
ager, effective January 19 Mr Indian Head's metal and auto- He also worked for Dresser In- 740 N. Rush St, Chicago, Ilhnots 60611.

Van Nuffelen replaces Bruce W. motive products group promoted dustries, Texas Instruments Inc,
HELP WANTED POSITION WANTEDStrausberg, who Joined Congol- Vincent V. Spica III to vp of em- and Royal Globe Insurance Co,

eum Corp, Milwaukee (Business ploye relations Mr Spica, 38, Dallas KNOWLEDGEABLE

Insurance, Dec 15,1975) Report- joined the Detroit-based company PRODUCER
RISK MANAGER

ing to the secretary/treasurer at in 1968 as director of Industrial
Seeks association with broker or consul

The University of Missouri, Co- $1,476 to $1,794 per month tant in NYC

Albetto-Culver, Mr Van Nuffelen relations for Detroit Gasket and lumbia, named James N. Woods, For Informational brochure on post Box 713, BUSINESS INSURANCE
tion and application, contact 740 Rush St, Chicago, Ill 60611is responsible for all corporate subsequently was promoted to di- 29, assistant safety and risk man-

City of Fresno
property, casualty and product 11- l ector of employe relations for the nagement coordinator, effective Personnel & Labor Relations Department SAFETY-CLAIMS 15 yrs with corporate and
ability coverage as well as employe metal and automotive products February 2 It lS a newly-created 1230 "N" St, Fresno, CA 93721 insurance companies Seeking position m

benefits insurance He also has a gloup He reports to Indian Head's position Mr Woods will report to (209) 488-1571 claims or loss prevention Dept Prefer Phi la
Filing Deadline Feb. 27,1976 Pa New Jersey area

major responsibility in corporate executive vp and group president the safety and risk management Box 712, BUSINESS INSURANCE

safety and workers' compensation Mr Spica is in charge of all do- coordinator who has performed 740 Rush St , Chicago, Ill 60611

Most recently, Mr Van Nuffelen mestic and international benefits, the entire function in the past Mr HELP WANTED
was a loss prevention engineer at industrial relations and personnel. Woods wi-l be responsible for
United States Gypsum Co, Chi- He also purchases insurance for University-wide safety groups
cago Pnor to that, he worked at his division The position has been and compliance regulations He LLOYD'S-
the Chicago Sun-Times as corpo- vacant for two years John W. Fal- will assist George A. Hayworth, EXCESS/SURPLUS
rate safety director and also for ahee. who previously was vp of his boss, on the purchase of work-

The Country's most aggressive Insurance Agency with offices in the Northa while as corporate insurance di- employe relations, was transfered ers' compensation coverage for the west Chicago Suburban area has an exceptional opportunity for a person
rector to another assignment at Indian University's four campuses Mr who has had heavy experience m a Lloyd's of London Excess and Surplus

Head Mr Spica was brought in Woods currently is group safety firms and a good knowledge of Lloyd's operation

On January 19, Elliott E. Burd, under Mr Falahee with the Idea coordinator for McGraw-Edison Responsibillties will Include the documentation, processing and marketing of
our Lloyd's and other Excess and Surplus business as well as the issuance

45, took over as manager of em- that he would take over the posi- Co's portable appliance and tool of cover notes and the surplus lines licensing and state filings Will also do

ploye benefits at Boiden Inc, Co- tion eventually The move came as group located in Columbia, Mo, the Lloyd's marketing for our branch offices

Thus is a tremendous opportunity for a person who wants to join a firm thatlumbus, Oh, replacing David B part of an overall corporate reor- No one has been named to replace is experiencing outstanding growth Send us your detailed Biographical Data
Walker, who now works for Umt- ganization in which six divisions him at MeGraw-Edison yet Sheet today.

Box 711, BUSINESS INSURANCEed Airlines ( BI, Nov 17, 1975) were trimmed to three Mr Spica
Mr Burd previously was assistant manages five staff personnel He 740 Rush St., Chicago, Ill. 60611

manager of employe benefits at does not expect to hire a replace- 14th annual AN EQUAL OPPORTUNITY EMLPOYER

B F Goodrich, Akron His new ment for his former ]ob at the
responsibilities include research- piesent time
ing, designing and developing all RIMS meet
of Borden's domestic and interna- Richard J. McEligott, formerly HOSPITAL
tional employe benefit programs risk manager for San Diego Coun-
Mr Burd reports to the director ty, was named risk manager of the Apri125-30
of employe benefits. No one has County of Orange, Ca Mr MeEli-

RISK MANAGER
been named to replace him at B F gott assumed his new post in De- NEW YORK-The Risk and In- This is a newly created position reporting to the administra-
Goodz ich yet comber and reports to the person- surance Management Society's tor of 800 bed university hospital. This position requires a

highly seasoned agent with extensive supervisory and man-nel director The position was va- 14th annual risk management con-
agenal skills (CPCU highly desirable) Risk manager willPeter Butler was named cot po- cant dui ing 1975 except for three ference has been scheduled for

rate insurance manager for Gen- months when lt was held by Bob Los Angeles the week of April 25- evaluate all institutional premiums (4,000,000), evaluate and
settle all claims, and make recommendations to administra

eral Dynamics for some 46 years Maynard. Mr Maynard iesigned 30,1976 tion relocating to all insurance matters Salary and benefits
placing Robert Busse, who retired a few months ago to return to his Under the theme "The Spirit of commensurate with background and education All fees and
Dec 1, 1975 Mr Busse was corpo- home in Chicago Before serving '76-the Continuing Challenge, expenses paid by employer. Please send C V and salary re-
rate insulance manager for Gen- as risk manager for San Diego the RIMS conference will be di- quirements to Daniel Stern, President, 3708 Fifth Ave, Pitts-
eral Dynamics for some 46 years, County, Mr McEhgott was em- vided into three segments prop- burgh, Pa 15213 412-687-9700

and continues to serve as a con- ployed by the County of Riverside erty/casualty, employe benefits
sultant to the department Mi and by the California State Insur- and Industry sessions
Butler came from the company's ance Fund Jack Love, who works This year's conference will in- MANAGER, INSURANCEfinancial staff where he was a di- in San Diego County's workers' clude a "Management Day," con-
visional controller He has worked compensation department, lS tem- sisting of four separate sessions Large industrial company (top Fortune 50) located in mid-
for GeneIal Dynamics since Feb- porarily filling the risk manage- presented by the Center for Man- west has opportunity for qualified individual as Manager, In-
ruary, 1973, which includes a stint ment position vacated by Mr. Mc- agement Education, Graduate surance. Position reports to Director, Insurance, Excellent com
in the insul ance department Mr Eligott School of Business, University of pensation package and employe benefit program including in-
Butler manages a four-person staff Southern California

centive compensation.
and is responsible for property and Houston-based Stewart & Stev- We are seeking a person for the number two position with the
casualty risks, enson Services Inc hired Bobby Some 42 industry sess.ons, 45 potential to be number one, who can make an immediate con-

Brown, 44, as risk manager and property/casualty mini-seminars, tribution to our risk management program Initial responsbilities
The Flying Tiger Line Inc, Los personnel manager, effective Jan- and 11 employe benefits work- will include managing our property insurance program, analysis

Angeles, named Yvonne Thomp- uary 19 He reports to the vp and shops will be offered in addition to of potential loss and recommendations for effective risk man-
son manager of insurance to re- ti easurer and lS responsible for general sessions agement. Ability to work with all segment of the organization
place Kal Besencsky, who re- proper ty/casualty 11sks, personnel The conference will be held at

required.
signed to work for Saudi Arabian matters and employe benefits Mr the Los Angeles Hilton, Biltmore, Candidates should have a degree and at least five years in-
Airlines (BI, Dec 1, 1975) Ms Brown formerly was corporate and Hyatt Regency Los Angeles dustrial insurance experience, either as assistant in large com-
Thompson reports to the assistant personnel director at Lone Star Hotels pany or as manager of smaller company program
treasuret She formerly was su- Industries, Stamford, Ct At Stew- Programs, registration forms, Qualified candidates are requested to submit complete re-
pervisor of shareholder services art & Stevenson, Mr Brcwn re- and further details can be ob- sume Including salary history In complete confidence to
for Tiger International, the parent places John Ledford, who left the tained from RIMS at 205 East
company Prior to that, she spent company about six months ago 42nd Street, New York, New York Box 710, BUSINESS INSURANCE
three years as a staff assistant in 10017 Telephone (212) 557-3214 740 Rush St., Chicago, 111. 60611
Flying Tiger's corporate insurance Jack A. Pool, 43, joined the As- and (212) 557-3226. .
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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-important issue will focus on the protection of
people and property abroad. It will provide you with a
listing of international services and specialists
available to risk, insurance and benefit managers with
problems to solve and programs to establish.

Included in this listing will be a directory of property
engineering, risk management consulting, captive
management, brokerage or insurance facilities in
countries outside the U.S.; excess and surplus lines
insurance and brokerage facilities in foreign countries,
and the names of (einsurance sources.

Other topics to be covered with an international/risk
management angle are:

• Joint ventu res established wjth 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.

Your advertising message in the March 8
INTERNATIONAL INSURANCE issue will reach nearly
100,000 risk, financial and employe benefits executives
as well as the thousands of brokers and consultants
serving their needs.

RESERVE YOUR AD SPACE NOW.
ADS CLOSE ON FEBRUARY 25.

.business
msuranee

the newsmagazine that just had to be.

NEWYORK: 708 Third A\ie; NY 10017, 212/986-5050
CHICAGO: 740 Rush St., 11 60611, 312/649-5275



The American Boss
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Because he cares, he% more carefree.
President, small business. With all the worries of the corporate giants
but not the staff to help him make decisions. A lonely spot.

That's where American Mutual comes in.
He hires us because he cares about his people. In case of a

plant accident, we will be on the scene within hours. Should
rehabilitation be necessary, the boss 1mows wdre tops in this field.
And the best medical talents are available to his people.

We help The American Boss make his company a safer place
to work; wealso offer him our exclusive Executive Protection Index
service, attractive personal and group insurance programs,
pension plans and much more.

The nationls first mutual liability company makes his job
a little more carefree and gratifying, by helping keep
everybody safe, and sound.

American S 11-0,
AAutual we wanc o keep you safe, and sound.)
INSURANCE COMPANIES.
WAKEFIELD. MASS. 018BO

A


