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"-«'biggest mail fraud conspiracy

By RICHARD BJORKLUND

The U.S. Olympic hockey team's blood-and-guts action could result in a
severe headache for American International Underwriters.

24-hour-a-day coverage
for U.S. Olympic teams

By PATRICK A. THOMAS

NEVW YORK-John Phair, as-
sistant vp and manager of per-
sonal lines in the marketing divi-
sion at American International
Underwriters, has more on his
mind than Mom and apple pie as
he watches the U.S. Olympic
team compete on television begin-
ning this week.

"If I'm watching the tube,” Mr.
Phair observed, "mid, say, an
American bobsled cracks up, |
say to myself, 'He's one of mine.
I've got a vested interest in him
to the tune of $50,000. '™

Mr. Phair's financial concern is
prompted by the fact that AlIU
underwrites the personal accident
coverage on all participants on
United States Olympic teams,
Pan-American Games teams and
training squads. The actual policy
is issued by United States Fidelity
& Guaranty Co., an AlU member
company.

"The insurance is primarily of
an accident nature,” Mr. Phair
noted. "It covers them 24 hours a
day as long as they are under the
j;ediction of the United States
erympic Committee. They do not
have to be participating in an
event to be covered.”

HE EXPLAINED that partici-
pants would be covered for $50,-
00O for loss of life, $50,000 on
dismemberment and loss of sight

and $10,000 on medical reim-
bursement.

The Olympic committee utilizes
a deductible, the amount of which
has varied since AlIU began the
coverage just prior to the Winter
Olympics in France in 1968.

According to the policy, those
covered by the insurance are:
"Persons designated by the U.S.
Olympic Comrnittee as certified
participants on a United States
Olympic or Pan-American team
or training squad, and certified
participants in U.S. Olympic de-
velopment programs, when under
the jurisdiction of the U.S. Olym-
pic Committee. Persons to be in-
su,red will include athletes, coach-
es, trainers, officials, managers
and administrative personnel, ex-
cept where such individuals are
already covered under another
program of accident insurance is-
sued to the U.S. Olympic Com-
mittee.”

Richard Reid of Reid & Carr,
Inc., the Olympic Committee’'s
broker, explained that committee
members, fund raisers, committee
employes and others not directly
involved in the sporting events
were covered separately under
policies written by tNe Bankers
Multiple Line Insurance Co.

HE ALSO POINTED out that
team members were not always
competing while under Olympic
jurisdiction. "There
are many situations,”" he said

Continued on page 25
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MIAMI-ANn offshore insurance company was used as the mecha-

nism for an alleged conspiracy that government officials termed "the

biggest mail fraud in history" involving losses of $150 miillion.

Twenty-two persons were indicted by a federal grand jury here last

week on 78 separate counts involving conspiracy, mail fraud, fraud by
wire and securities violations dating from September, 1968.

Among the defendents is Philip
M. Wilson, 34, who was also in-
dicted in St. Louis on July 23,
1970, on 16 counts of mail fraud
involving an alleged plot to de-
fraud insurance brokers agents
through operations of a minimu-

tual company in Missouri. Busi-
ness Insurance detailed Mr. Wil-

son's minimutual activities in a se-
ries of articles that began on Dec.
2, 1968. Mr. Wilson is also under
indictment for perjury in Los An-
geles where he was convicted of
contempt of court in a case aris-
ing out of the operations of the
Bank of Sark on the Guernsey

Islands.

MR. WILSON, according to the
new indictment, operated Trans-
Continental Casualty Insurance
Co. Ltd., Nassau, Bahamas, which
government prosecutors described
as a "shell" company used to in-
duce businessmen to pay advance
fees and to sell worthless reinsur-
ance on a global scale. Sources
close to the Justice department
said that the alleged advance-fee
swindle involved about $75 mil-
lion in losses and that the rein-
surance operations cost policy-
holders an additional $75 million
in uncompensated losses.

Reinsurance sold by TCI in-
cluded coverages in Israel, Italy
and Belgium where, the govern-
ment says, a shipper lost several
million dollars in an unpaid ocean
marine claim. Certain Lloyd's of
London brokers were involved in
placing TCIl coverages, the gov-
ernment sources said, but there is
no indication that they were in-
volved in the conspiracy. The in-
dictment returned by the grand
jury is confined to the domestic
operations of TCI, but foreign
reinsurance dealings are under
investigation.

Postal inspectors

spent 21
months developing the mail fraud
case in cities ranging from Ft.
Lauderdale to Los Angeles to
New,"York.

Richard Kirschner, a U.S. at-

torney in Los Angeles who came

here to assist in the prosecution,
described the alleged advance-fee
swindle "scam operation":

REPRESENTATIVES (or bro-
kers) associated with TCI would
approach businessmen who were
contemplating construction pro-
jects with the suggestion that
Trans-Continental Casualty In-

surance Co. provide permanent
financing for their projects. This
offer typically included payment
of a 1% finder's fee to the broker.

Later the businessmen would
be told that the financing deal
was ready to be consummated
and that 4% to 10% of the loan
amount would have to be placed
in escrow by the potential bor-
rower. These funds, the indict-
ment charges, would be appropri-
ated by the defendants and no
loans would be made, usually on
the ground that the potential bor-
rower had overlooked some tech-

Continued on page 2

Congress chafes over

lack of benefits ruling

By JOHN REVETT

WASHINGTO N-The Pay
Board's lack of a new policy on
employe benefits following their
exemption by Congress from
strict controls is beginning to re-
verberate th]l:ough Congress, the
Internal Revenue Service and the
insurance industry.

Sen. Lloyd Bentsen (D.-Tex.)
has his staff checking on what
became of his amendment putting
pension, health and other benefits
in a special class. "Over 30 days
is certainly enough time to put it
into effect,"” a top Bentsen aide
said.

The board was reportedly con-
sidering proposals for standards
by which employe benefits could
be increased, expanded or initiat-
ed without being "unreasonably
inconsistent” with economic sta-
bilization. But no action was said
to be imminent because an execu-
tive order from the VWWhite House
interpreting "unreasonably incon-
sistent” had not been received.

In the meantime, the Internal
Revenue Service, which is carry-
ing out Pay Board commands in
the field, has "no answer" for
companies with queries and re-
guests about new or expanded
benefits that come out of employ-
ers' pockets. The only yardstick

IRS has to go by is the Pay

Inside: Complete coverage of

5 Bl product liability workshop

Page 8,14,24,28,29,30,31,32

Board's 5.5 % general standard for
wages and benefits combined.
While President Nix6n -signed
the Phase |l legislation in its en-
tirety shortly after Cbngress pas-
sed it, an "executive order still

hasn't arrived here,"” reports the
Pay Board. It is said to feel that
"a lot of red tape is involved,”
including a study of wording by

the Justice departinent.

A STANDARD in the area of
5 % to 8% for employe benefits
increases alone (Business Insur-
since, Jan. 17) continues to be
reported as the prirnary focus of
Pay Board deliberations while it
waits for the order. IRS says
there would have to be a separate
standard for new plans as "seven
x eight percent in that case just
wouldn't be enough.” Other gov-
ernment sources are interested to
see if the ruling Cost of Living
Council sets levels of its own.

In a recent action the council

Nnsurance: reinsurance, ocean ma-
rine insurance, inland marine in-
surance contracted on a bid basis
and applicable to means of trans-
portation and communication, and
excess insurance that involves in-
dividually negotiated and rated
insurance contracts "written in

excess of a self-insured retention

of at least $100,000." 1|
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Indictments ...

Continued from page 1

nicality in the loan agreement.

Victims of the conspiracy, the
prosecutors said, hoped to get
permanent loan commitments
which could then be used to ob-
tain interim financing for their
projects from conventional lend-
ing institutions. "The ‘point
money, '. Mr. Kirschner charged,
"was distributed among the con-
spiritors before it even had a
chance to cool off in the escrow '
accounts.”

One instance cited in the in-
dictment involved a building
company that paid $160,000 (or
eight points) as a prepayment on
a prospective loan of $2 million.

A JUSTICE department official
said that there was no money
available in TCIl to make the
promised loans. He said the in-
dicted defendants had far-flung
financial interests including in-
ternational reinsurance operations
and a mutual fund operation in
St. Louis that is under federal
investigation.

Indicted with Mr. Wilson were
Clifford Dixon Noe (also known
as Dr. Noe), Jack Arlington Ag-
new Jr., William Charles Smith,
Edwin Lamar Fox, Jay Kenton
Long, Edward J. Killackey, Ken-
neth Bernard, Michael E. Somers,
Jack Martin Axelrod, Ccarl

Brown.

Also George Blocker, Charles
A. Miele, Wendell Leo Thompson,
Michael Arthur Strauss, Ronald
Lee Gisno, John Edwin Schwin-
dler, L. Nicholas Profaci, Ralph
Thomas, Robert L. Hutcheson,
William E. Brownlee and Bernard

J. Greenberg.

U. S. District Court Judge C.
Clyde Atkins set bonds of $500,-
000 each for Mr. Wilson, Mr. Noe,
1Vir. Agnew, Mr. Miele, Mr.
Blocker and Mr. Axelrod. Bonds
for the other defendants were set
at $3300, 000 each. i

Shut Bahamas shell’

NASSAU - Trans-Conti-
nental Casualty Insurance
Co. Ltd., the company des-
cribed by U.S. government
prosecutors as a "shell” for
an alleged $150 million mail
fraud operation, has been
"struck from the corporate
records” in the Bahamas.

The action was taken by
Charles Donaldson, Baham-
ian registrar of insurance
companies, who cooperated
with U.S. authorities in the
investigation that led to mail
fraud indictments of 22 per-
sons in Miami last week.

Trans-Continental, govern-
ment officials say, operates
out of a postal box in Nassau.
Its existence in this city was
heralded by a shingle bear-
ing the Trans-Continental
narne that hung frorn a gar-
age attached to a Nassau
residence.

GUIDE TO
FEATU RES

Washington Watch.
Info for Buyers .... -12-13
Editorials.........

Perspective

London Line

Vol. 6 No. 3-Business Insurance is

published every other Monday at 740
Rush Sl.. Chicago, Ill. 60611. Con-
trolled circulation postage paid at
Chicago Ill. COpylight 1972 by Crain

Communications Inc.

Prudential, Kemper
are ending marriage

NEWARK-The Prudential In-
surance Co. and the Kemper In-
surance Group will end a brief
marriage of convenience June 28.

Under terms of the arrange-
ment, which went into effect last
June, Kemper provides adminis-
trative services on personel auto
and homeowner insurance poli-
cies underwritten by the Newark-
based insurer.

According to officials at both
companies the parting is by mu-
tual consent. It was said that
Prudential has developed suffi-
cient expertise of its own and is
now "gearing up to do its own
underwriting, claims handling
and systems management.”

David J. Sherwood, president of
the Prudential Property and Cas-
ualty Co., a shell company pur-
chased from Kemper and licensed
to do business in more than 30
states, said the company has writ-
ten almost 15,000 policies in its
first five months of operations.
All of the policies are in lllinois,
although the company plans to
expand operations to three other
Midwestern states by the end of
the year.

"Commercial business is still a
little wa,y down the pike," Mr.
Sherwood told Business Insur-
ance. "However," he added, "we
have developed a facultative and
treaty reinsurance department for
commercial lines and already
have a pretty good book of busi-

ness." Assets at year end were
about $100 miillion, he said.

The original agreement an-
nounced by Prudential and Kem-
per in May, 1970, was said to be
for an 11-year period, with either
company having the option to
terrninate after a year. Prudential
agents began selling policies in
Ilinois last June. Claims and pa-
perwork, however, were handled
by Kemper service offices on a
fee basis. Kemper will get about
$1 million for its efforts in the

year the agreement is in force.

JAMES W. HARDING, exec vp
of Kemperco Inc., said that the
development of Prudential in han-
dling property-liability insurance
sales and administration "has
been a lot more rapid than we
had anticipated. It is true that in a
sense we added another competi-
tor for property-liability business,
but when we entered into this
agreement we knew that Pruden-
tial would enter the field with or
without the help of Kemper.”

Mr. Harding termed "far out”
the rumors that the agreement
last year signaled a possible take-
over of Kemper Insurance by
Prudential. "There was never any
possibility of that because Kem-
perco stock is 51% owned by
Lumberman's Mutual Casualty Co.,
a mutual that cannot be bought
in the way some people suggest-
ed.,."”" he said. -
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Benefits planning in Canada more

NEW YORK-Carson Beadle,
vp and director of William M.
Ltd.,
warned benefits managers of the

Mercer Montreal, has
dangers involved in regarding
Canada as the 51st state in a
speech to an American Manage-
ment Assn. conference here on
international employe benefit and
pension management.

Such a narrow view, said Mr.
Beadle, "can produce unnecessary
employe unrest; failure to meet
government requirements; invita-
tions to unionization, and unnec-
essary expense."

Mr. Beadle discussed some com-
mon misconceptions resulting
from differences in U.S. and Ca-
nadian insurance legislation.
While Medicare in the U.S. refers
to the elderly, he said, "in Canada
it refers to everyone." It also re-
fers "to total comprehensive med-
ical care paid in full by the gov-
ernment in some provinces, and
almost in full by the remainder.”

THIS EXTENSIVE

coverage
makes the $100 or $50 deductible
in most American major medical
plans seem foolish since thefe are
rarely any chrages left. "Popular
local plans have at most a $25
deductible per person, or more
commonly, $25 per family," he
said.

Many groups use a "no-no-no"
plan, noted Mr. Beadle. "No de-
ductible-Nno coinsurance-Nno
maximum.”

Canadian disability benefits can
become quite complicated for the
corporate benefits manager. There
is Nno minimum benefits legisla-
tion in Canada. Any employe,
however, can collect unemploy-
ment insurance for disability if he
has been in the work force an ade-
quate period of time, and if his
employer's benefits are not equal
to the unemployment insurance
level.

If a company provides a dis-
ability plan which equals the un-
employment insurance program,
then it can register with the un-
employment insurance commis-
sion to receive a reduction in its
insurance

unemployment pre-

miums for the following year.

THE 31% SAVING the compa-
ny will receive, however, can be
substantially reduced. "Unless
you,have a prior agreement with
your employes, you must return
five-twelfths of this saving to
your employes,"” he explained.

Even if the plan meets the stand-
ard, a company does not receive
the reduction unless the plan is
registered.

If a company disability plan
does not meet the standard, then
unemployment insurance wvill
compensate the employe up to the
standard level.

INn addition, employes who
draw unemployment insurance
disability benefits reduce their
lay-off benefits by as much as

15 weeks; and an employe may
have to wait as much as five

weeks to receive his first disabil-

ity payment.

MR. BEADLE added, "Deci-
sions in this area must be preced-
ed by very careful study if you
are to avoid some fundamental
changes in your corporate policy
toward disabled employes and in
your pattern of costs.”

Compared to life insurance in
the United States, Canada's group
rates are generally lower while
their interest earnings are higher,
he noted. The average total pre-
rnium rates range from 30¢ to
40¢ monthly per $1,000. "Any
company which charges its em-

ployes 50 % of its U.S. rate, or
especially the old 60¢ New York
maximum employe contribution
is asking for challenge,” said Mr.
Beadle.

Companies are also beginning
to consider life insurance plans in
terms of need rather than offer-
ing one earnings-relatedplan to
all employes.

The government has recently
increased benefits to survivors.
"Endless and unintended 'stack-
ing' of private on top of govern-

ment benefits is minimized," said
Mr. Beadle, if a company inte-

grates the two plans.

CANADIAN TAX legislation
which became effective Jan. 1

can jeopardize the tax-free status

of weekly indemnity or long-term
disability insurance benefits, he
continued. Under the new law all
disability benefits are scheduled
to become taxable on Jan. 1, 1974.

If, however, a company revises
its benefits plan in any way be-
fore that date, the company auto-
matically loses its tax-free status

for the interim. An employer not .

familiar with the new law may
accidentally reduce his employes’
benefits by improving the benefit
program.

Pension plans in Canada are
affected by several requirements.
Vesting is compulsory in most
provinces for employes age 45 or
over who have worked for a com-
pany for ten years. Adequate
funding is also required.

business insurance, January 31, 1972/3

In Canada, pension benefits can
differ between employe groups or
individual employes because
anti-discrimination laws do not
affect this area.

"New developments are occur-
ring so rapidly,” Mr. Beadle not-
ed, "that now is the time for an

intensive study of benefits de-

velopments in Canada.”" The cur-
rent trend seems to point to a phi-
losophy of a minimum income for
everyone. "The hidden factor is
that increased benefits and addi-
tional benefits (such as unem-
ployment insurance sickness ben-
efits) are being provided by vari-
ous government agencies.” -

International services
S IN,THE.PAST, the 1972.international issue.of Busingss

of international services. The listing will contain descriptions

and locations of services available to risk managers and employe

benefits administrators of companies that are expanding over-

seas or have installations in foreign countries.

Companies are welcome to submit descriptions of their inter-

national facilities including company, name, address, phone,

cable or telex address and a brief paragraph detailing the inter-

national services offered. Submissions are due Feb. 11 and should

be addressed to Andi Sucherman, editorial assistant, Business

Insurance, 740 Rush St., Chicago, Ill. 60611. Items received after

deadline will not be included.

Automatic"Sprinklers

mean

automatic savings.

111

New fire protection system

will save Minnesota

snowmobile maker

$53,894 a year

on fire insurance!

Arctic Enterprises, Inc. is one of the country's
leading manufacturers of snowmobiles and other
recreational products. They had two excellent
reasons for protecting more than 270,000 square
feet of manufacturing facilities in Thief River Falls,
Minnesota with "Automatic" Sprinkler Systems.

First, their modern production lines are in high gear,
keeping pace with record-breaking sales. A fire of
any proportion would - among other things - be

an economic catastrophe.

Second, Arctic Enterprises management was quick
to recognize the substantial financial advantage the %*&X E«*50//CH®C

new "Automatic" Sprinkler System gives them.

itk
N !

A,'11,1,11 .8'"1111

Here are the facts:

Capital investment, sprinkler system..... $141,915

Annual insurancepremiumsbefore sprinklers
Annual insurance premiums after sprinklers
Annual gross insurance premium savings . .

Cost of money per year

Net savings on insurance per year ........

56,352
2,458
53,894
6,040
47,854

Annual pre-tax rate of return on investment

(excluding effect of depreciation).......

Net pay back period

34%

"Automatic" took Arctic's planned expansion into
consideration in engineering the system. Its
flexibility will meet future needs as required. The
installation was fast, efficient and in no way

interfered with production.

Lease or deferred payment plans are also available
to meet your financial needs. For complete
information, call R. L. Pardee, (216) 526-9900.

Or, write "Automatic" Sprinkler Corporation of
America, Dept. LB, Box 180, Cleveland, Ohio 44147.

MIS //.— 1 ;— 1T NMn A= _AJ-ZAA

T CORPORATION

OF ANMERICA

P. O. BOX 180 - CLEVELAND. OHIO 44147

Division of A-T-O Inc.
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washington watch

Congressional calendar is anything
but sluggish after the holiday recess

By JOHN REVETT
Washington editor

WASHINGTON-Legislation
Has returned to the forefront of
the Washington scene now that
Congress is back from its pre-
Christmas-through-Super
holiday, which apparently wasn't

Bowl

all spent in hand shaking and
fund raising.

Sen. Harrison A. Williams
(D.-N.J.), for instance, came back
with the draft of an omnibus pen-

sion reform bill that he's expected
to introduce within the next two
months. Details of the Williams
bill are being kept under wraps,
but it's understood that fairly
tough r'esting, funding, portabili-
ty, re-insurance and disclosure re-
quirements are in it.

There had been some thought

that Sen. Williams, chairman of
the

Senate labor

committee,
might not step in with his own
legislation since there was no sign

that he disagreed with pension

reforrns proposed by Sen. Jacob
Javits (R.-N.Y.), which have
been a focal point of the commit-
tee's pension deliberations. But
labor committee sources say the
move was very nearly inevitable
for the legislator after he chaired
months of hearings that stressed
pension inadequacies.

VWHETHER the Williams bill

will be stronger than the Javits

measure could not be immedi-

ately determined. If it is, the bet-

If your company is big enough

for Self-Insurance, PAIGE is big

enough to handle your risk.

(and small enough to handle it right.)

ting is that the main difference
will lie in portability. The Javits
bill has a portability provision,
but some pension reform advo-
cates have called it "too volun-
tary” where employers are con-
cerned.

One thing is clear in light of
the impending Williams move:
The "study" period is just about
over and the time for action is
not far off. A few days of addi-
tional hearings on the problem of
pension plans that terminate may
be held in April or May. After
that the Williams committee will
start hammering out a final bill.

Another legislator whose wheels
kept turning during the holidays
was Sen. Russell B. Long (D.-La.).
Sen. Long has instructed his staff
to start preparing a bill designed
to take the place of broad national
health insurance legislation rang-
ing from the Kennedy-Griffiths
full coverage, revenue-backed pro-
posal to the Nixon Administra-
tion's employer-employe cost split

program.

Self-Insurance isn't for every company. To make it pay, you need

a sizeable annual premium.
But if Self-Insurance is right for you, PAIGE can help. After all,
we've been preparing custom-designed Self-Insurance plans for all kinds
of companies since 1938.
We have a Self-Insurance plan for compensating injured
employees that reduces premium costs dramatically, increases capital
retention, and offers expert loss control and claims handling.
And PAIGE is big enough to handle big risks... big on experience

... big on placement ability.
But, best of all, we're small enough to do it right. We've got the

patience and ability to sit down and put together a plan that really works.
Find out more about a PAIGE Plan for Protected Self-Insurance.

Write. We'll send our new brochure.

PAIGE. The Big insurance broker
that stayed small.
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Sen. Long, opposed to them all,
wants a law covering what he
feels are three main health prob-
lem areas. It would switch Social
Security disability recipients to
Medicare, provide federal cata-
strophic health coverage for peo-
ple with high medical and hospi-
tal expenses, and put the federal
government in charge of state-op-
erated Medicaid programs.

MEANWHILE, the first sign
that national health insurance of
a broad scope will indeed play a
part .in the politics of 1972 came
by way of reports that liberal
Democrats are pressing to have
the Kennedy-Griffiths program in
the party's campaign platform.
This and the fact that organized
labor generally backs the Kenne-
dy-Griffiths measure should pro-
vide an interesting setting for ex-
ecutive sessions on a dozen or
more national health insurance
bills starting in a few weeks in
the House Ways and means com-
mittee, Rep. Wilbur Mills (D.-
Ark.) presiding.

Sen. Long will have a chance to
make his views known in more
detail as the Senate finance com-
mittee gets into hearings on
health insurance bills. He's com-
mittee chairman.

Another legislative subject that
has reached the executive session
stage is product safety. Here one
bill is in the spotlight. Sponsored
by Sen. Warren Magnuson (D.-
Wash.), Senate commerce com-
mittee chairman, and other lead-
ing Democrats, the measure un-
der consideration by the com-
merce committee would replace
most product safety laws with an
omnibus consumer-oriented law
to be carried out by a new, inde-
pendent consumer safety agency
that would include the Food &
Drug Administration.

"Some people don't think we're

serious,"” said a commerce com-
mittee staff official. "I want to
assure you that the backers of it
are."” He said the measure, which
could mean a big expansion in
product liability coverage re-
quirements, will be the subject of

executive sessions before the end

of February.

CHANCES that the bill will go
into law this year are considered
better than 50-50 despite opposi-
tion from within government to
the far-reaching changes regard-
ing FDA. Objections to the actual
product safety function of the
new agency are not viewed as
significant at present, but indus-
try lobbyists are still very' much
on the scene and their contentions
that business-bogging mischief is
involved could have an effect.

The commerce committee will
also hold executive sessions with-
in the next month or two on a
national no-fault auto insurance
program. Backers of the national
no-fault law proposed by Sena-
tors Magnuson and Philip A. Hart
(D.-Mich.) say that continued
foot-dragging by states makes the
possibility of federal enactment
this year quite real.

Nixon Administration efforts to
keep federal legislation in the
background while states take up
their own laws have been rela-
tively successful, however, and
there is no sign yet of an Admin-
istration alternative to this ap-
proach. The possibility that the
WWhite House will push for na-
tional no-fault standards does ex-
ist. Administration officials are
saying so in their campaign to get
state action.

Washington, D.C. isn't a state,
but it could soon have a no-fault
law of its own, maybe before
summer. The D.C. no-fault bill,
introduced last year by Sen. Ad-
lai E. Stevenson Il (D.-IIl.), is
said to be in a position that's
"quite positive on passage.” -



Touchy
Question#

Surely no insurance company
would recommend self-insurance, would it?

This one does.

Self-insurance is an important fea-
ture of almost any multi-coverage pro-
gram offered by our experts to a business
insurance buyer. If the enterprise is a
big one, we may recommend that several
hundred thousand dollars' worth of its
exposures be self-insured.

A few risk managers seem to be-

lieve that their only choice is between
total insurance and total

self-insurance. That's like
having to choose between
unwatered bourbon and

unbourboned water. The
properly balanced insur-
ance program, like the
properly balanced high-

ball, is a judicious blend of each.

Deductibles are a form of self-in-
surance. Retrospective rating is another.
Coinsurance is a third. The adjustable
6 <Corridors"” in such contracts as the
umbrella liability policies are a fourth,
and there are many more.

If you need help in determining
how much insurance not to buy, we're
always at your service. Our representa-

tives are professional in-

surance men, and proud
of it. And one of the

finest touches to their
professionalism is their

consummate skill in not

selling what their cus-
tomers really don't need.

Employers Insurance of Wausau

We think insurance

ought to work for
a living.
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Urges that pension
systems be voluntary

NEW YORK-INn a highly theo-
retical speech embroidered with
Agnewesque vocabulary Norman
B. Ture, a Washington-based eco-
nomic consultant, told the 23rd
National Conference of the Tax
Foundation Inc. that he would
"play devil's advocate, urging that
the Social Security retirement sys-
tem grossly violates efficiency
criterion, that substantial violence
is done it by many private in-
dustrial retirement plans, but that
in this imperfect world, private
plans more nearly suboptimize
than does Social Security."”

Mr. Ture, former director of
tax studies for the National
Bureau of Economic Research, said

on the subject of balancing public

guide
tion Inurance.

works to help you penetrate the

dynamic aviation insurance mar-
ket. The coupon below gets you
ycur free copy. You'll find it con-
tains facts, figures and helpful
info-mation on just about every
aspect of aviation insurance,
including...

Basic market data on the

size, scope and growth po-
tential of the aviation
industry.

, Information on agency rep-
resentation, commission

payments, premium pay-
ments and premium
financing.

Rates and underwriting.
Each risk is unique.
USAIG tells you how to
give personal attention.

.-——-4 Coverages and claims.
Nine pages describing
the types of cover-

ages provided by

1 USAIG and what to

do if your client has
a claim.

Sales aids and ser-
vices. A composite
listing of the valu-
1 able marketing
tools available

from USAIG.

| believe that eve -y agent anc broker should know how

to write aviation insurance. Please send me the booklet

that tells me how: USAIG's Aviation Insurance Guide.

UnITED STATES AIRCRAFT InSURANCE tilmUP

110 WILLIAM STREET

NEW YORK, NEW YORK 10038
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and private retirement plans that
the criterion of efficiency "has
not been investigated in serious,
quantitative research . . in the
context of welfare economics.™
He said the central question in-
volved is "whether public and
private retirement programs en-
hance or diminish total utility.”

Mr. Ture noted that if there
were no compulsory retirement
system "the poverty or destitution
of those who had made inadequate
provision for retirement would
certainly be distressing to those
who observed it,"” but argued that
efficiency loss under a compulsory
retirement system was too large to
justify such a system. However,
Mr. Ture noted that "there is a
contrary conviction in all 'devel-
oped' nations where retirement
systems have been socialized to
some degree and in some ways.

"In the United States,” he con-
tinued, "compulsory plans, both
public and private, have assumed
a continuously increasing role in
providing for retirement.” Mr.
Ture said that both public and pri-
vate retirement plans suffer in ef-
ficiency insofar as they are com-
pulsory.

"THE SOCIAL Security retire-
rnent systern rrlust be presumed to
impose efficiency losses by virtue
of the facts that it is compulsory,
that the participant, given the fact
that he is forced to save, has no
choice as to amount of saving, the
type of capital claim in which he

embodies his saving, and the time

and conditions under which he
may exercise his capital claims.”

The speaker said the same ob-
servations apply to many private
industrial retirement plans be-
cause "a great many of them are
involuntary; participation by the
employe is a condition of employ-
ment.”

However, he added, "these ob-
servations are subject to notable
and expanding exceptions. A large
and increasing number of employ-
ers allow at least some of their
employes considerable latitude in
the choice between current wage
and salary or pension plan partici-
pation, with regard to the amount
of contribution to the plan, with
respect to types of instruments in
which the contributions are to be
invested, and concerning the bene-
fit package itself.”

In his speech Mr. Ture also said
that "the thrust of my discussion
is to rephrase the question from
the appropriate balance between
public and private retirement
plans to the proper balance be-
tween voluntary and involuntary
programs for retirement -income.

"Examined against the criterion
of efficiency, involuntary pension
programs are undesirable, whether
these programs are organized un-
der private or public auspices. In-
deed, in the context in which my
discussion is east, it is difficult to
understand the continuing concern
with integrating private retirement
plans with Social Security; to me, .
it seems a clear case of cart before
the horse.

"The principal concern of pub-
lic policy in this area, it seems to
me, should be to move both public
and private ' systems closer to vol-
untarism than at present.”" m

Favor no-fault

Respondents to a poll taken by
Sen. Charles H. Percy (R.-Ill.)
indicated that they strongly favor
adoption of no-fault auto insur-
ance. Seventy-five percent of the
senator's constituents who an-
swered the poll favored no-fault

auto insurance.



We may yet
wind up eating our words.

For years we've insisted that no single insurance company could
be both the biggest in Group LTD and the best from the standpoint
of serving their clients. But while we've been concentrating on
being the best, some interesting things have been happening.

1 Some of the really big boys who write group LTD have been
taking a second look lately and "consolidating their positions."

2 Our growth has been more than steady. It has been spectac-
ular! We now have close to twice as many cases on the books as
our closest competitor, which doesn't make them very close, does it?

3 In'71 we went over the three-million-five mark in new prem-
ium dollars alone. If total premium dollars is the yardstick you
prefer, we measure up surprisingly well there, too, with over 40
million of LTD premiums. And we're after more.

So, when you add it all up, you have to wonder how long it will
be before we have to start hedging on our claim that no one can be
both the biggest and the best.

If you are a broker, agent, or consultant, we'd like to share the
secret of our success with you. It's not a short story, but it's sweet.

Contact one of our field offices or write Bob Stevenson, V.P.

(Group Marketing), Union Mutual Life Insurance Company, 2211 =
Congress Street, Portland, Maine 04112.

Unionmutual
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Robert B. Johnson (right), vp, Contirental Casuclty Co., c iscussed his
ideas on product liability with Devid VVaaler (leftl. Mr. VVaaler is p-esi-
dent of Blackburn, Nickels & Smith, Minneapolis.

Johnson suggests attention in design
stage to halt product liability claims

CHICAGO-Insurers ask them-
selves if the problem of product
liability is here for the long term
or if it will fade away. Robert
Johnson tcld a Business Insurance
product liability workshop here,
"but it involves everyone, in wide
areas, and this mitigates against
its fading away.”

Mr. Johnson, vp of Continental
Casualty Co., sees the problem as
a result of the trend toward what
he described as cradle-to-grave
security in human living and gov-
ernment control today. "Product
liability must, inevitably, seek a
proper proportion 'in business
life,"” he said. "We just don't
know what that proper level is or
who will get hurt before it settles.
So business and insurers may as

well devise a strategy to meet
that problem.”

Although government agencies
and commissions will help in set-
ting guidelines, the insurance ex-
ecutive emphasized that, gradual-

MTMT rrm,Imm[Tr]

ly, the problem is being hemmed
in as "a concentrated one that
will be absolutely necessary for
insurers and industry to solve.”
To this end, he agreed with an-
other workshop speaker, Reuben
Robertson of Ralph Nader's staff,
that industry should face liability

1- Assurex

v &-1

INTERNATIONAL

CAN THIS UNIQUE ORGANIZATION
IMPROVE YOUR INSURANCE POSITION??

| It's worth looking into!]

Assurex International differs in that i. is a privately held corporation owned by

seventy independent brokers. Function-provide owners' clients with multicity or

multinational services... the benefit of global research and marketing facilities

. . . and the security inherent in insuring through an office in one of the world's

largest brokeraae organifations

In brief, insure through an Assurex office and you will receive the care and atten-

tion of the finest indefendent broker in your area. One who is capable of

attracting, and holding, top talent. You will have direct access to on-the-scene
management. And you will be assured of continuity-our offices are successful,

in business to stay as integral parts of their business communities.

The owners of Assurex are listed below-the firm near you will be glad to tell you

more. Or if you would like to look over a brochure--write David S. Butler, Execu-
tive V. P., P. O. Box 1270, Wheeling, West Virginia 26003

RISK MANAGEMENT, INSURANCE AND RELATED FINANCIAL SERVICES ..

THROUGH OFFICES EVERYVWHERE.

ALABAMA, Mobile; Thames & Batre
ARIZONA, Phoenix; Naticnal-Heard Ins-trance
ARKANSAS, Little Rock; Rector-Means and Rowland, 'nc.
CALIFORNIA, Los Angeles; Kindler, La-icci & Day
San Francisco; Cliftor & Company
CANADA, Manitoba, Winripeg; Ryan Agency Limited
Ontario, Toronto; Torrenson, Saunders Limited
Quebec, Montreal; E. A Whitehead Ltd.
Saskatchewan, Regina. Ducketts Lim"ted
CONNECTICUT, Hartford; Allen, Russe | & Allen, 1,c.

DISTRICT OF COLUMBIA, Washington; Howard & Hoffman nc.

FLORIDA, Miami; D. R. Mead & Company

GEORGIA, Savannah; Pa'mer & Cay, Irc.

INDIANA, Indianapolis; Robert N. Bowen & Assoc ates, Inc.
IOWA, Des Moines; LaMair-Mulock-Condon Co.

KENTUCKY, Louisville; Nahm, Turner, Vaughan and Landrum, Inc.

LOUISIANA, New Orleans; Gillis, Hulse & Colcock Inc.

MAINE, Portland, Morse, Payson & No,es

MARYLAND, Baltimore; Riggs, Counse man, Michaels &
Downes, Inc.

MASSACHUSETTS, Lowell; Fred. C. Church, Inc.

MEXICO, Mexico; D. F. Kennedy & Hijo, A.P.

MICHIGAN, Detroit; General Underwriters, Inc.

MISSISSIPPI, Jackson; Fox-Everett, inc.

MISSOURI, St. Louis; Lawton-Byrne-Bruner Insurance Agency.Co.

NEW JERSEY, Miliburn; Donnelly Brothers
NEW YORK, Buffalo; 1verack & Haines, Inc.

New York; Reid & Carr, Inc.

NORTH CAROLINA, Charlotte; James J. Harris & Company
OHIO, Clicinnati; A. W. Shell & Company

Cleveland, The W. F. Ryan Corporation

Columbus; The McElroy-Minister Company
OKLAHOMA, Oklahoma City, Ancel Earp, McEldowney &

Associates, Inc.

OREGON, Portland; Jewett, Barton, Leavy & Kern
SOUTH CAROLINA, Greenville; The Furman Co.
TENNESSEE, Memphis; E. H. Crump & Company
TEXAS, Houston, Langharr, Langston & Dyer

UTAH, Salt Lake City; Ed. D. Smith & Sons

VIRGINIA, Richmond; DeJarnette & Paul, Inc.
WASHINGTON, Seattle; LaBov, Haynes Company, Inc.

WEST VIRGINIA, Charleston,

McDonough-Caperton-Shepherd-Goldsmith

ARGENT NA, AUSTRALIA, BELGIUM, ECUADOR,
ENGLAND, FRANCE, GERMANY, IRELAND, ITALY, JAPAN,
NETHERLANDS, NEW ZEALAND, PERU, VENEZUELA

before the fact at the product
design and development stage.

INSURERS are concerned not
only with how well a product and
its components are made, he said,
but also how labeling is handled
because, too often, the fine print
is so complex, legally and techni-
cally, that the consumer won't
read it, let alone understand it.

Mr. Johnson suggested a rec-
ord-keeping change that might
cost companies a little more mon-
ey but that he believes to be
worth more than pennies. Many
companies, he noted, purchase
similar components on a competi-
tive basis from many manufac-
turers whose quallity is similar.
"Don't worry so much about sav-
ing money," he said; instead, try
buying from fewer manufacturers
in order to make record keeping
clearer and easier.

Self-insurance and higher de-
ductibles are not effective strate-
gies in attacking the broad prob-
lem of product liability in his
eyes because they are "temporary
and local” remedies. "These are
being thrown at industry,” he
told the risk managers, "but they
are not the answers.”

INn response to a risk manager's
question, Mr. Johnson said he
"wouldn't rule out” the fact that,
just as it is illegal to insure
against oil pollution today, it
might someday be illegal to in-
sure against product liability-
particularly if the situation be-
comes so bad that government
must establish state product re-

view commissions. -

Fire hotel

sues to

protect itself

TUCSON, Ariz.-A second law-
suit has been filed by the Pioneer
International Hotel here to pro-
tect itself if the hotel is found
liable in suits arising from a 1970
fire fatal to 28 persons.

Filed in Pima County superior
court, the new lawsuit asks $600,-
000 in damages from Home Insur-
ance Co. and Jensen and More
Inc., which conducted fire inspec-
tions of the hotel for the agency.
It alleges that the hotel manage-
ment was "lulled into a false
sense of security” by inspection
reports that indicated "there were
Nno unreasonable fire and/or lia-
bility risks connected with the
operation and/or construction of
the hotel.”

The suit says the hotel may be
liable to plaintiffs in various civil
actions as a result of the fire. It
asks damages for uninsured fire
losses and for any amounts re-
covered from the hotel which are
iNn excess of the hotel's liability
insurance, if the hotel is found
liable.

Home Insurance also is in-
volved in a $200,000 suit the hotel
management filed Oct. 29 in the
same court, claiming independent
agent David Lovitt negligently
caused the hotel to be underin-
sured against losses of business
income. The suit says Mr. Lovitt
a*anged the hotel's -business in-
corrie loss insurance with the
Home Insurance Co. It further
says the hotel had requested
100 % coverage, but Mr. Lovi,tt is
alleged to have caused it to be
covered for less than 50% of
business incorne losses frorn the

E ol B mk —— .



Would your Boiler/Machinery
Insurance Program

pass Mr. Za's tests?

Z-A is a pioneer in non-destructive testing and has participated
consistently in new testing developments.

Many companies use Z-A's test reports in determining
equipment longevity and setting up depreciation reserves.

We actually help them make money as well as save it.

Working to prevent time-and-money-consuming break-
downs of boilers, pressure vessels, and mechanical and
electrical equipment is Z-A's prime objective.

If an accident or breakdown should occur, Z-A
specialists have unique methods of restoring plant
service as rapidly as possible-
often far ahead of anticipated
schedules.

Z-A's specialists get around

. and are good men to have _
around. Ask us for examples of
what we have done for others. . _.
We can do it for you. Call your ts

Independent Agent or Broker.

11J“CH GRou,
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ZURICH INSURANCE COMPANY

AMERICAN GUARANTEE & LIABILITY INSURANCE COMPANY
ZURICH LIFE INSURANCE COMPANY

ZURICH AMERICAN LIFE INSURANCE COMPANY

111 West Jackson Blvd., Chicago, lllinois 60604, Phone: 922:3124

OFFICES IN: New York, Boston, New Haven. Buffalo, Latham, N.Y.
E. Orange, Philadelphia, Pittsburgh, Baltimore, Greensboro, Atlanta,
Richmond, Canton, Cleveland, Cincinnati, Toledo, Detroit, Grand Rapids,
Minneapolis, Milwaukee, Chicago, Jackson, New Orleans, Dallas, Houston,
St, Louis, Kansas City. Denver, Portland, Sacramento, San Francisco,
Los Angeles, Phoenix






VWHAT TO DO
UNTIL YOU GET
SUPERCOVER.

Supercover is Fireman's Fund's blanket excess 2 settlement and collect from the insurance only company to give you three self-insured

liability policy.

And except possibly for -good luck, nothing
else protects you quite like it.

For example:

It protects you .from paying the total
deductible more than once during the policy
year. Nobody else has Supercover's aggregate
retention feature.

It protects you against advertiser's liability
with no deductible payments. In every state
except Virginia.

It protects you against having to pay

FIREMAN'S FUND AMERICAN INSURANCE COMPANIES

company later. Our policy clearly states that we retention and defense options, all of

"pay on behalf of" rather than "indemnify"
you.

It protects you from being caught in the
middle between your primary and excess
coverage. Ours is the only policy that clearly
establishes relief action procedures in case the
primary carrier denies liability, and guarantees

that, even if you lose, your cost won't exceed
the normal self-insured retention.

It protects you from having your funds
committed without your approval. We're the

HOME OFFICE: SAN FRANCISCO. CALIFORNIA

which guarantee your right to approve any
settlements.

It protects you a lot of other ways. Your
Fireman's Fund Independent Agent can use
them all to put together a Supercover plan
to meet your excess liability requirements.
And he can draw on Fireman's Fund's wide
range of protection to cover your excess and
special risk situations. So call him soon

In the meantime-good luck
Excess risk? Always check the hat
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Likinsuranceis generally
regarded asthebestsolution

toeslateliquidity problems.
ltcanalsobe the worst.

It always depends on who's

doing the programming.

We don't have to tell you that
life insurance is a tested device for
generating cash when you need it,
nor that it can guard effectively

against estate shrinkage.

But we should remind you that
inexperience can hurt you badly.

Meticulous, experienced

programming is vital. Your life
underwriter... working with your

lawyer... working with your
accountant...to achieve the

liquidity you want while keeping a
watchful eye focused on maximum
tax advantages.

Mistakes are cc,stly and easy to
make. Call iii the professional from
Provident Mutual. He'11 work with
his professional counterparts. There
won't be any obligation, but there
may be sonic surprises in store for
you-in terms of just how flexible a

device life insurance can be.

PROMIRENT

Hii LIFEE INSURANCE COMPANY

Home Office, P.0”BGX"t378. P&, Pa 19101

SUBSIDIARIES: PROVIDOR MANAGEMENT COMPANY
PROVIDOR SALES COMPANY

Info for Buyers offers ma-
terial that Business Insurance
believes will be of value to
its readers. The complete
name and address of each sup-
plier of information is listed
so that readers can write di-
rectly to the publisher, simply
saying that they saw the item
in Business Insurance.

Readers are invited to sub-
mit items for inclusion in this
column. A sample of the lit-
erature should be sent to:
Info for Buyers, Business In-
surance, 740 Rush Street, Chi-
cago 60611.

= Product Liability-Loss Pre-
vention and Control is a full color
audio-visual filinstrip made avail-
able by the Kaiser Aluminum &
Chemical Corp. The 30-minute
program, designed to stimulate
employe awareness of product
liability problems in all areas of
design, development, production,
sales and marketing, explains in
layman's terms the current law
of product liability and its evolu -
tion. It highlights the importance
of loss prevention and suggests a
possible corporate structure and
policy to deal with the product
liability problem. For more in -
formation write the company, 756
Kaiser Bldg., 300 Lakeside Dr,
Oakland, Cal. 94604.

- Security for Business and
Industry is a comprehensive 300-
page book detailing how to pre-
vent losses due to burglary, em-
ploye theft, embezzlement, vandal-
ism and fire. Written by Charles
F. Hemphill Jr., the book is ap-
plicable to firms of all sizes. For
price information write the pub-
lisher, Dow Jones-Irwin Inc., 1818
Ridge Rd., Homewood, lll. 60430.

- The American Society of Safe-
ty Engineers has published a Die-
tionary of Terms Used in the
Safety Profession. The dictionary
lists terms and definitions applica-
ble to the technology and practice
of occupational safety and health.
For quantity and price informa-
tion write the society, 850 Busse
Highway, Park Ridge, Ill. 60068.

- Sprinkler System Guide, a
complete introduction to sprinkler
system design, fire protection
costs, insurance requirements,
building codes, water supplies,
hydraulic calculations and hazard
evaluation has been made avail-
able by the Viking Corp., Has-
tings, Mich. 49058. For your free

copy write the company.

- Mechanics for the Safety Man,
bulletin 239 in the Labor depart-
ment's Safety in Industry series,
gives background information cn
basic mechanical laws and relates
this information to accident pre-
vention and solving safety prob-
lems. Copies are available for 25
cents from the Superintendent of
Documents, uU.s. Government
Printing Office, Washington, D.C.
20402.

- Vanguard One is a brochure
offered by Bankers Security Life
to explain the company's individ-
ual term life plan of special inter-
est to inflation-conscious business
executives. The plan was de-
veloped to provide benefits which
increase automatically, according
to the Consumer Price Index,
during each four-year renewal
period. A copy of the free bro-
chure may be obtained by writing
A.C. Fluke, Bankers Security Life
Insurance Society, 1701 Pennsyl-
vania Ave., N.W., Washington,
D.C. 20006

- A pamphlet describing; their
board of education indemnity
program has been produced by
Stewart, Smith. The program has
been devised expressly for the
protection of school board mem-
bers and school district employes.
Copies of the brochure may be
obtained by writing Stewart,
Smith Mid-America Inc., 141 W.
Jackson Blvd., Chicago, Ill. 60604.

- The National Foundation of
Health, Welfare and Pension
Plans, Inc. has made available its
Communications Guidebook deal-
ing with all phases of employe
benefits communications. The
book, originally the official guide
to the employe benefits communi-
cations exhibit at a recent Foun-
dation conference, provides a
comprehensive guide to the bene-
fits communication field. A spe-
cial feature is the extensive use
of footnotes and bibliography
which heightens the book's possi-
bilities for future reference. Cop-
ies are available for 75¢ from the
Foundation, 18700 W. Bluemound
Rd., P.O. Box 69, Brookfield, Wis.
53005.

- A micro-history of employe
benefits in the U.S. has been
compiled by Hewitt Associates
consulting firm. The pamphlet, in
convenient chart form, summariz-
es important employe benefit de-
velopments during the past 200
years and includes a list of gener-
al trends in retirement, death,
disability and medical care bene-
fits. Copies are available without
charge through Kenneth E. Felt-
man, Hewitt Associates, 102 Wil-
mot Rd., Deerfield, Ill. 60015.

Special Info
section coming

The 1972 international issue
of Business Insurance, to be
published Feb. 28 will include
a special Info for Buyers sec-
tion. Companies are welcome
to submit items for the special
section, specifying the litera-
ture's title, name of the indi-
vidual to whom requests should
be addressed, company address
and any necessary price infor-
mation. Please enclose a sam-
ple of the literature, addressing
all items to Leslie Murray, as-
sociate editor, Business Inst£r-
ance, 740 Rush St., Chicago, Il
60611. We will not include any
items submitted after Feb. 11.

- Equal Employment Opportun-
ities in the Insurance Industry, a
monograph by Arthur H. Barnes,
vp of the Consolidated Insurance
Cos. manpower resources division,
offers a reasoned, step-by-step
program for the hiring and train-
ing of minority group members.
The booklet is available, in
quantities, from the company at
345 Adams St., Brooklyn, N.Y.
11201.

- How to Create a System for
Accident Cost, Control out of
OSHA Recordkeeping is a bulle-
tin put out by Computer Claims
Control. It features sections on
OSHA recordkeeping requirements,
samples of forms to be used, avail-
able recordkeeping alternatives,
and the Computer Claims Control
System '70 recordkeeping system
designed to manage all reports and
records in the OSHA regulations.
Copies of the booklet are available
free of charge from Computer
Claims Control, Amarillo Building,
P.O. Box 2827, Amarillo, Tex.
79105.



- A revised third edition of In-
surance for Contractors is avail-
able frorn Fred. S. James & Co., 1
N. La Salle St., Chicago, lll. 60602
at $3 per copy. The 109-page
booklet is of wide interest to gen-
eral, prime and sub-contractors,
owners, architects, engineers and
those charged with properly in-
suring contract specification. A
wide variety of topics is dis-
cussed, including hold-harmless
clauses, directors'/officers’ liabili-
ty., protective liability and em-
ploye benefit liability. Quantity
prices are available from the
company upon request.

- A 35-page monograph on the
problem of professional liability
for insurance agents and brokers
has been published by the De-
fense Research Institute of Mil-
waukee. Written by attorney Jo-
seph R. O'Connor, associate coun-
sel for the State Farm Insurance
Co., the publication analyzes the
nature of liability and the respon-
sibilities of practitioners in the
field and examines the defenses
and the insurance protection
available to an agent or broker.
Copies of Liability of Insurance
Agents and Brokers may be ob-
tained by non-members of DRI
for a handling fee of $2.00 each,
prepaid, from the institute, 1212
WV. Wisconsin Ave., Milwaukee,
Wis. 53233.

. Guide to Property Conserva-
tion, a booklet pr.oduced by the
engineering staff of the combined
property department of Kemper
INnsurance is available free to
Business Insurance readers. The
pamphlet is applicable to almost
any plant situation and covers
such topics as plant security, cut-
ting and welding regulations,
problems of expansion, what hap-
pens when a loss occurs and what
to do in case of disaster. Copies
are available by writing the ad-
vertising and public relations de-
partment, Kemper Insurance,
Long Grove, lll. 60049.

- Alexander & Alexander has
released a revised edition of its
brochure, Notes on Old Age Ben-
efits Under Social Security, based
on 1971 amendments. The pam-
phlet contains notes and tables
for calculating maximum primary
Old Age Social Security benefits
at retirement for ages 55 to 70.
Single copies are available to
Business Insurance readersby
writing the Consulting Actuarial
Division, Alexander & Alexander,
2 N. Riverside Plaza, Chicago, Illl.
60606.

. The Investment of the 70's, a
booklet composed of various re-
ports on the projected growth of
the insurance industry as well as
the potential of insurance stocks
and the stocks of insurance ori-
ented holding companies, has
been published by Span Publica-
tions. The life and fire and cas-
ualty industries are reviewed in
reports by: Merrill Lynch, Pierce,
Fenner and Smith Inc.; Standard
& Poor's Corp.; Moody's Invest-
ment Service; First Boston Corp.;
A.M. Best Company and insur-
ance stock specialist Arthur Mil-
ton. For information write Span
Publications, P.O. Box 3857 G. W.
Springfield, Mo. 65804.

= The Mission Equities Insur-
ance Group has made available
Mission for the Seventies, a bro-
chure describing the company's
corporate set-up, coverages, of-
fices and officers with an intro-
duction by Mission's president.
Copies of the book are available
from David L. Arrillaga, Adver-
tising Manager, P.O. Box 60004,
Los Angeles, Cal. 90060.

. Paying for Your Pension is a
pamphlet designed to explain, in
clear and concise language, what

goes into a pension fund, how
pension money is provided and
what happens to the money. Sam-
ples and price information are
available on request from Mrs.
Retta Renich, Hewitt Informa-
tion Service Inc. (a subsidiary of
Hewitt Associates), 102 Wilmot
Rd., Deerfield, Ill. 60015.

- Audio-c assettes, complete
journals of the Business Insur-
a n ce -Computerworld computer
protection/insurance workshop,
are available to Business Insur-
ance readers. Edutronics Systems
International Inc., 3345 Wilshire
Blvd., Los Angeles, Cal. 90010 of-
fers four audio-cassettes contain-
ing the entire workshop proceed-
ings for $50. Included on the
tapes are speeches and panel dis-
cussions of computer fire protee-
tion, computer security, computer
employe safety and morale, prop-
erty and liability insurance and
risk management for computer

facilities.
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EVERY COMPANY PAYS
INSURANCE PREMIUMS:

YES? 5 NO!

A lot of companies pay these to and your cash is used only

themselves. Its called Self Insur- when necessary. When you
ance. Premiums on Workmen's think about paying your
Compensation and Public Li- next premium to someone else,
ability can generate a flow of think of yourself and
cash for your own use. Not have your insurance buyer
somebody else's. There's no ad- or broker contact us

vance payment for primary losses right away for details.

ROBERT F. @LEMIN INC

WORKMEN'S COMPENSATION - PUBLIC LIABILITY - ACCIDENT CONTROL SPECIALISTS SINCE 1923

SEND FOR OUR BROCHURE - 212 986-9550

551 5th Ave., New York, N.Y.

HERES WHAT AN

EMPLOYEE BENEFITS PROGRAM

CAN LOOK LIKE

TO AN UNINFORMED EMPLOYEE.

12\

————— r\

And who can blame him? When a lot of money goes
into a benefits program that nobody understands,
people don't realize the value of the program the

company has set up.

It's important to make your employees aware of the

e>

1 WF-,==F-i -E.mge=/m-i- -

him in plain, simple language.

When your employee knows what you're doing for
him you really capitalize on your benefits investment.

Write for free sample Halltech Reports and descrip-
tive literature.

day-to-day benefits, and the long term security the

program you've worked out provides them with.

We'd like to show you how they work for you.

Halltech Reports are designed to do iust that. They

provide a clear and concise, dollars and cents
account for every person in your company that tells
him exactly what benefits you have arranged for

HALLTECH ASSOCIATES

Employee Communications Service
200 East 42nd Street

New York, New York 10017 (212) 867-8384
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Reinsurance underwriting facilities

on all forms of gro
accident and si

dh

up and individual
ckness insurance

OUNCANSON 5 HOLT, INC.

Managers of the American Accident Reinsurance Group

99 JOHN STREET NEW YORK, N.Y. 10038 (212) 233-2016

AMERICAN ACCIDENT REINSURANCE GR

Aetna Life Insurance Co. Federal Insurance Co.
American General Life Insurance Co.
American Home Assurance Co.

American National Insurance Co.

Baltimore Life insurance Co.

Bankers Life & Casuality Co.

Benefit Trust Life Insurance Co.

Celina Mutual Insurance Co.

Constellation Reinsurance Co.

Constitution Reinsurance Co.

Employers' Mutual Liability Insurance Co.
Equitable Life Assurance Society of the U.S.

Globe Life Insurance Co.
Guardian Life Insurance Co. of
Inter-Ocean insurance Co.

Life Insurance Co. of California

Monarch Insurance Co. of Ohio
Monarch Life Insurance Co.

696 err

Accidents will happen

carry insurance. But not all accidents are

inevitable...

be so serious. Employers-Commercial -
Union has proved it time and again,

with a loss control program that
helps minimize both the frequency
and severity of accidents. Our
engineers examine and
analyzeyour operation.
Because of their broad
experience, they recognize
hazards you may not

Fidelity Mutual Life Insurance Co.
Great Southern Life Insurance Co.
Insurance Co. of North America
ITT Hamilton Life Insurance Co.

Metropolitan Life Insurance Co.

. . that's why you

and not all of them have to

oOuP

Monumental Life Insurance Co.

National Inlemnity Co.

Occidental Life Insurance Co. of California
Pacific Fidelity Life Insurance Co.

Paul Revere Life Insurance Co.

Provident Life & Accident Insurance Co.
Prudential Insurance Co. of America
SAFECO Life Insurance Co.

State Mutual lifa Assurance Co. of America
Sun Life Insurance Co. of America
Travelers Insurance Co.

United States Filelity & Guaranty Co.

America

IS human"

even be aware of.

2*k Their finished study

gly will present you with
a series of ideas, and rec-

ommendations for improving

Karasik tells the lifs'

of product liability la-

CHICAGO-Product liability
law, from the plaintiff's point of
view, revolves around the an-
swers to four -questions:

= What is the defective prod-
uct?

= Who is responsible?

- What does the plaintiff have

product liability
workshop

to prove for his case?

- With what defense will he.

be met? *

Sidney Z. Karasik, from the
law firm of Angerstein & Anger-
stein here, posed the questions to

systems, procedures, even equip-

ment . . for training your people to better

safety practices. Because Employers-Commercial
Union offers a fullline of such services to some

of the biggest companies in the country, they

have a lot more zo offer smaller ones as well.

Why not talk with your ECU agent about

first aid for your safety program.

» S . —

l:

>»>

ull

Spechim

whole business of |
commercial

risk

7 11

Employers-Commelcial Union Companies

110 MILK STREET,

BOSTON, MASSACHUSETTS 02107

FULL SPECTRUM FINANCIAL SERVICE

risk managers at the Business In-
surance product liability work-
shop. Mr. Karasik, who is a past
president of the Appellate Law-
yers Assn., then said that most
liability law, which states: "One
who sells any product in a defec-
tive condition -unreasonably dan-
gerous to the consumer or to his
property is subject to liability for
physical injury thereby caused to
the ultimate consumer or user or
his property.”

HOWEVER, there are two big

"ifs” attached to that doctrine to
make it applicable, he said. The
seller must be engaged in the
business of selling that product
regularly and the product must
be expected to reach the user or
consumer in the condition in
which it is s6ld.

A recent lllinois case, said Mr.
Karasik, arrived at a fairly stand-
ard definition of defective prod-
ucts as "dangerous or unreasona-
bly dangerous because they failed
to perform in a manner reason-
ably to be expected of them in
light of their nature and intended
function.” He stressed that liabili-
ty for such defects applies even
though the seller has exercised all
possible care in preparation of the

Sidney Z. Karasik

product and even though the user
has not entered into any direct
contractual relationship with the
seller.

To clarify the phrase "unrea-
sonably dangerous" Mr. Karasik
explained that a gun, for in-
stance, is dangerous by its very
nature; but if it works properly it
is not unreasonably dangerous. If,
however, that gun has a hair trig-
ger, he said, the element of un-
reasonable danger is introduced.

Mr. Karasik told the workshop
that it is easier for a plaintiff to
win a product liability suit based
on a particular flaw than on a
design defect. Proof in a design
defect case must be based on
showing what the overall design
standards are and that the prod-
uct or component in question did
not live up to them. "Manufac-
turers will fight you a lot harder
on design defect" than on an in-
dividual flaw, he said, recalling
that General Motors fought re-
cent design suits against its rear-
engine Corvair vigorously, and
won many of them, but that it
settled quickly on some cases that

were based on a particular flaw.

THE RULE of strict liability,
he added, excuses the plaintiff
from proving certain things he
would have to prove if he were to
base his case on negligence. The
plaintiff does not have to prove
that the manufacturer or seller
was negligent in his contact with
the defective product; he does not

Continued on page 18



swaystohelpyour employees
with more than just money-
at Imle or no cost to you.

You want to add to your employees' benefits.

But maybe you hesitate to add to your costs.

Then talk to an INA agent or your insurance
broker.

INA's Group Department offers special em-
ployee plans which deliver meaningful benefits with-
out raising your costs.

You can pay part of the cost if you want to. Or
you need pay nothing, simply offering the programs
through payroll deduction.

If you choose the latter, your employees pay a
good deal less than they'd have to on their own.

An INA agent or your broker can tell you about
five popular plans in which no employer contribution
is ever required:

1.Personal Accident Insurance

This coverage gives an employee high limits of
Accidental Death and Dismemberment Insurance.

Usually from $10,000 to $100,000 as chosen by him.
The additional benefits of Permanent Total Dis-
ability and Accident Medical Expense can be included.
Other members of the family can also be insured.
We have over $25 billion of this coverage in
force. Employees welcome it. Virtually all who are
married will sign up, and so will a great many of the

unmarried. The group rate is only 50-60% of what the
individual rate w6uld be.

2.Long kim Disability Insurance

This coverage is considered by many employees
to be the most significant benefit a firm can offer,
excluding only a pension program.

Typical plans provide monthly payments of from
50% to 60% of salary during an employee's disability
until his 65th birthday.

It is so popular that 90% participation is not un-
common. Rates seldom exceed 1% of the covered pay.

3.Supplemental Hospital Indemnity Insurance

This program is designed to augment basic
medical plans. The employee is paid a specific sum
directly for each day that he or a family member is

hospitalized. When he signs up, the employee selects
the amount of the daily benefit, which is usually from
$10 to $40. Benefits are payable for a full year.

The rates are very attractive. The benefits paid
for a two-day stay in the hospital will generally exceed
an entire year's premium!

4.Custom Whole Life

This is a level premium individual policy of
permanent life insurance designed for use only in
payroll-deduction, employer-employee situations.
Consequently, its costs are low because group distri-
bution and administration have been anticipated.

The employee selects the amount of insurance
he wants and can afford via monthly payroll deduc-
tions. He owns the policy, and he can continue his
coverage at the same premium when he terminates
employment.

He gains guaranteed cash values as well as all
the extras-Access to Paid-Up Insurance, Waiver of
Premium, Extended Term Insurance.

5.GroupOrdinary

INA's Group Ordinary Plan allows an employee
who is covered by a standard INA-Life Group Term
Plan to acquire permanent whole life values via
regular monthly payroll deductions.

His contributions are used to build cash values
which upon retirement he can elect to receive as cash
or use to purchase Paid-Up Insurance.

If his employment terminates before retirement,
the plan also permits him to purchase a whole life
policy for a guaranteed level premium based on his
original age of entry into the group plan.

Employees are provided with individual pro-

posals and enrolled in groups by qudio-visual
presentation.

Ask an INA agent or your broker for a more
complete discussion of these special plans, or write
Group Sales Department, INA, 1600 Arch Street,
Philadelphia, Pa. 19101.

Employees think well of the company that
thinks continually of their needs.

AskanyINA agent
oryourbrokeraboutthem

A

Life Insurance Company of North America

an INA Corporation company
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Speak up for no-fault

EN WARREN G MAGNUSON (D Wash ), chairman of the Sen-

S ate commerce committee, has predicted that there is a "good chance"
for passage by the end of spring of the federal no-fault auto Insurance
law co-authored by Sen Magnuson and Sen Philip A Hart (D -Mich )

Committee hearings have already been held on the revised no-fault
bill that includes provisions for promptly compensating auto accident
victims regardless of fault up to "catastrophic level" of $36,000 to
provide surer, swifter payment to motorists, passengers and pedestri-
ans injured in auto accidents

The revised version of the bill also eliminates any distinction
between private and commercial vehicles, a characteristic that was
demanded of the sponsors by officials of the American Society of
Insurance Management as spokesmen for motor fleet insureds

Officers of ASIM and readers of Business Insurance have strongly
endorsed both the principle of federal no-fault standards and the elimi-
nation of distinctions between private and commercial vehicles Our
readers indicated in a survey taken last year that they want national
uniformity to avert the administrative headache of dealing with the
possibdity of 51 Incompatible no-fault auto insurance laws in the states
and the District of Columbia

Sen Adlai E Stevenson Il (D -lll ) has introduced a companion
bill to the Magnuson-Hart proposal that would mstitute no-fault auto
insurance in the District of Columbia Provisions of the Stevenson bill
closely follow the Magnuson-Hart plan, and Sen Stevenson nas pre-
dicted favorable action on his bill during this session of Congress

Editorials in Business Insurance have strongly endorsed the concept
of federal no-fault standards We favor a bill that offers a real
pos.ibility of eliminating costly litigation so that auto victims will get,
without red tape, some of the $1 3 billion that annually goes into the
pockets of trial lawyers in auto accident cases Auto victims should
also get a share of the massive insurance overhead cost mherent W
our present wasteful system

We have expressed reservations, however, about provisions of the
Magnuson-Hart bill and other no-fault laws that fail to make a
distinction between private and commercial vehicles Such provisions
are patently inequitable because they force private motorists to
assume the costs of mjuries they sustain in accidents involving heavy
vehicles that roll up vast road mileage

Though we are concerned about the impact of failure of the

Magnuson-Hart proposal to make a distinction between commercial

PROTECTION FROM INCOME LOSS
FROM SHORT-TERM SICKNESS

Income Percent of Amount of
lost loss protected group coverage
1950 $ 4.8 billion 19.6% $ 471 million
1955 6.5 billion 24.7% 820 million
1960 8.5 billion 28.3 % 1.2 billion
1965 11.3 billion 29.5% 1.6 billion
1970 15.4 billion 35.9% 2.8 billion

The amount of group coverage in force on short-term sickness in
1970 was six times greater than in 1950 and the percent of loss
protected grew from 19 6% to 35 9% Short-term sickness refers
to nonwork-connectd disabilities lasting not more than six months
The prooortion of lost income replaced by benefits increased 1 8%
over 1969, continuing o five-year trend toward annual improve-
ments in the benefit-vage ratio

Source Social Security Administration

betore the Senate commerce committee That was ASIM's proudest
legislative moment, a time when its officers stood forthrightly for the
interests of ASIM members and the companies they serve in risk

management positions

letters

(This column 4 a readers' for-
um Letters aTe welcome Address
Letters to the Editor, Business In-
surance, 740 Rush St.,
1 60611 )

Chicago,

Policy problems

To the Editor After reading
Business Insurance | thought you
might give me an answer to this
policy | got in 1962 This iS what
happened

I worked 42 years for this com-
pany | had group insurance for
me and my wife The company
was sold and | had to retire be-
cause they moved out of the city
No pension or pay | lost the pol-
icy but the agent said | could get
a paid-up policy for myself only
So I said | would take It for

$1,000 This year was to be paid

Since bat time ASIM has not been quite so resolute It has UP

permitted its legislative spokesman to publicly question the no-fault

Because | paid over $900 into

principle The spokesman has also denounced the National Conference it already, this IS what they tell

of Comlnissioners on Uniform State Laws for its efforts to put me now | have to pay the rest

forward national standards for no-fault laws which their states could
follow

Douglas Barlow, president of ASIM, affirmed in a letter to Business
Insurance that the group supports federal no-fault, despite the incon-
sistent pronouncements of ASIM's legislative counsel

ASIM, at its annual conference in Montreal m Apnl, ought to give a
ringing endorsement to the Magnuson-Hart plan (S 945) and follow

of my hfe on this policy even if
I have got $1,000 paid in The
agent gave me the works and |
took his word for it Please give
me your advice about this policy
Stanley F. Suchan Sr.
Chicago, Il
Editor's note, We suggest VVolt

it up by urging its 2,000-plus members to write their legislators in contact the Imnots department of
support of federal no-fault standards Commercial vehicle operators insurance, 160 N LaSalle St, Chi-

who pay about 25% of the nation's auto insurance bill should have a cago,

strong vcice in the shaping of legislation that vitally affects their
financial interests and the well-being of their employes Their inter-

room 1600 Bustnesses and
mdividuals with complaints about
insurance pohcles and practices

,» should contact the insurance de-

est certainly does not lie in a hodge-podge of state "expervnentatlon
with dozens of contradictory state auto victim compensation laws

images from 'Longstreet

and private vehicles, we believe that their bill (S 945) deserves the T AMES FRANCISCUS, an able actor, has created a character with

support of all private and commercial consurners of automobile e, bellevabillty and an aura of pathos as he has played a blind insur-
insurance Adjustments in commercial-private loss bearing can be ance investigator in the "Longstreet" tv series Who among his viewers

made after we have some experience with the plan

has not wanted to jump through the screen to save a poor, sightless man

It's time for the American Society of Insurance Management to get from a bad guy alnung a gunp

back on the track its officers set for ItS members last spring when

business insurance

for buyers of emplove, property and liability protection,

pension Investments, fmanclal sefulces

G D CRAIN, JR, Chairman
ALFRED MALECKI, Pubbsher

RICHARD C BJORKLUND, Editor STEPHEN D GILKENSON, Eaatern EdiST
Associates Chicago-TERESA NORTON, LESLIE MURRAY New York-PATRICK

partments m their states

Payroll deductions

To the Editor With reference
to your Dec 20 article entitled
"Payroll-deducted mutual funds
may be here," we wish to provide
you with correct information con-
cerning a reference to Planned
Equity of Denver

Planned Equity Corp is a gen-

Yet, for all of its dramatic impact, "Longstreet,” as it fulfills its eral agency corporation that, in
they endorsed the Magnuson-Hart bill and testified for their position primary role as tv entertainment, conveys some wildly distorted addition to offering a retirement

images of the msurance industry

type insurance plan, owns a bro-

One of the "Longstreet" dramas had a single insurance company ker-dealer, Industry Savings Plans

suffering $300,000 in burglary losses in a number of break-ins in one

INnc This is the dealer which of-

apartment buildmg It is somewhat difficult to imagine that under_ fergol_rllc\,/aedstr[]nuetgt ofegortumtles m a

writers for any company would accept that amount of Inland marine
floater coverage wthin any dwelling

hus our rep-
resentatives are trained and 11-

censed and authorized to o ffer

A number of the Thursday night thrillers starrmg Mr Franciscus either insurance or funds or both

rancRBERNSLEIN-:Remdent portray the insurance investigator making hefty pay-offs to thieves for the payroll-deduction plan to

and swindlers who have made off with insured goods Perhaps which you referred

Insurers do make such pay-offs, and perhaps they make them more

If at any time in the future you

A THOMAS, LYNN M LATHAM Washington -JOHN REVIETT Editorial Assls- frequently and in greater amounts than laymen can imagine But if plan to write in this regard, we

tant Chlcago——ANDREA SUCHERMAN Art Di ctor JOE FARA!

Correspondents San Francisco KENNETH R MACDONALD (415-474-8532) M.n- insurers do this, it seems to us that policyholders and insurance

neapolls ROBIN SUHRBIER (612-786-5483) Hartford ALLEN WIDEM (203-232-
3101) And m all princlpaZ cities

Contnbutlng Editors ROBERT ABRAHAMSON, insurance mana(ger,bControl Data subsidize crime and make it worthwhile to hold insured goods for
uebec

Corn, MinneaDolls J E BENOIT, J E Benoit & Assoc St Leonard
DONALD BERRY, vice president, C B Lilly Inc , East Orange, N J WARREN G
BROCKMEIER, director-western region, risk management dept, Ebasco Services
Inc, Chicago HAROLD A CLARK, senior consaltant, Peat, Marwick, Mitchell &

regulators are entitled to an explanation of why Insurance companies

ransom

Another apparent distortion of insurance operations comes when

Co, Newark, N J BION H FRANCIS, insurance consultant. Mi.ford. Conn Longstreet discusses compensation with a company claims executive

JOHN W GI%E attorney. aH ashln
premdent of insurance, D élvermyer
cornorate insurance dlrector National Industnes Inc, Louisville, Ky PAUL C
JOHNSON, insurance division, U S Mantime Admimstration Washmgton, D C

-Aon bureaus would pay Longstreet $25,000 to investigate a single

ROBERT J KAMIN partner, Gofen & Glossbeig Investment Counselors, claim

Chicago CHARLES LEVINSON, director of insurance, United Brands Co, New

JPOLSER assistant Counsel, ingersoll-Rand Co. Woodelitf Take, N J HOWARD

L PECK. partner, Hewitt Assoc, Dee 1 WiLLIAM H RODD.

Marine Insurance Handbook Inc , Chicago

A, presuden
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iolence to the practhces of th? insurance industry on
I

something we might expect

thing But "Longstreet carries the imprimatur of the Insurance

should be happy to provide you
with information concerning bur
method of sale, results and any -
thing else you might find of inter-
est to your readers

Renita Henderson

Vice President-Secretary,

2, l\?ew York. ﬁBﬁMNI\PH\éTﬁ:MAN One wonders why an industry that abandoned its own arson investiga- Planned Equity Corp, Industry

Savings Plans Inc, Denver

om script writers who mUst do their C lass subscriptions

To the Editor As the instrue-

Information Institute At the end of each program there flashes on tor of our five regularly taught
the screen a legend that says, "Consultant services provided by the In- risk management and insurance

suranee Information Institute ™

courses and as a member of oui

We have high regard for Ill, which we rely upon for authoritative university personnel welfare com-

information about all lines of property-liability insurance But on
Thursday nights when "Longstreet" comes on, we wonder if Il isn't
lending its name to some seriously distorted images of an industry the

institute is supposed to protect from public misunderstanding

mittee which makes the final rec-

ommendations to our president
about employe benefit plans, |

would like to ask whether it

would be possible for me to re-

There is some evidence in |l files that its representative succeeded ceive a comphmentary instruc-
REMARCO. A%EB&%M&%E&%LX&BHW%T%QW vice-prendents. G. R in changmg one "Longstreet" script to eliminate the suggestion that a ti(mal subscription to Business In-

Cable address CRAINCOM life Insurer would Inflict injustice on the widow of a suicide victim surance | feel that it is the single

and that in another instance a script was changed to remove the most important source of topical
York 10017 (YU 6-5050), National Press Bldg , Washington, D C. 20004 (RE 7-7659); impression that a fire insurance company had deliberately cheated an information for the student of in-

arson-Ist

Nevertheless, we believe that there is enough public misunderstand-

address Address all subscription correspondence to subscription manager. Bust- 1ng of tne operations of insurers to be mighty careful that people don't

ness Insurance. 740 Rush Street, Chicago. Ill 60611

Member of Business Publications Audit of Circulation

ABP
b,/4

get the idea that the sidewalks are crowded with insurance investiga-

surance and | understand that my
predecessor, Mark R Greene, par-

ticipated in such a program with
Bustness Insurance | would con-

tinue the same service to the stu-

tors, sighted and unsighted, carrying bags of money to pay off for in- dents of seeing that the publica-

sured property

Continued on page 19



WE'RE GOINGTOTELLYOU HOW
TO SOLVE A PROBLEM YOU DON'T EVEN
KNOW YOU'VE GOT YET.
BUT,BELIEVE US,YOU'VE GOT IT.

You may well be in tor a
shock next time you try to re-
new your commercial liability ,

Because the friendly,
cooperative, warm-hearted
insurance companies you
dealt with last year may
very well give you the cold
shoulder this year.

It's very possible your
primary company will tell you
they're sorry but they have to
lower their limits. That they have
all their capacity can handle-and then

And it's also very possible your umbrella
company will tell you they're sorry but they have to
raise their primary limits. That they just can't take
the kind of chances they took last year. And that they
no longer want to write coverage on exposures like
products, completed operations and XCU.

And there you are, right in the middle, not
knowing which way to turn.

Welcome to the 1972 Insurance Gap. It's
becoming more and more widespread, and you should
be prepared for it.

The reasons are complex.

As complex as the rapid increase in technology
-something most insurance companies don't know
how to deal with. Or the trend to consumerism, that's
resulted in more lawsuits and bigger judgments
-something most insurance companies don't want to
deal with.

On the other hand, the reasons for the gap are
simple. As simple as adverse losses.

But whatever the reasons, the problem is how to
cover this gap.

To do it, you may have to do business with a kind
of insurance company you've never had to do business
with before. A kind of Insurance company you know
very little about.

A company like ours-the Lexington
Insurance Company.
As an excess and surplus lines
company, we used to exist to fill
tiny crevices in the insurance
market. Now we're filling huge

4 gaps. We used to exist to sell
*insurance to the smaller, more
1 exotic companies. Now we're
selling insurance to some pretty
traditional companies, too.
We're stepping in to fill the gaps
your other insurance companies are
creating. Gaps in limits and gaps in coverage.
We do it by writing excess layers. Upper excess
layers, lower excess layers, or better yet,whole excess
layers.
True to our name, we're a revolutionary
company, set up to do business like it's never been

done before.

Every day we look at risks other companies
have turned clown and see them as writable. Because

we look at an individual risk as just that-an
individual risk.

We don't have fixed rates, we use judgment
rates. We don't use standardized forms, we hand-
tailor forms to an individual company's needs.

And if, at this point, you're thinking that all this
holds true for any excess and surplus lines company,
call any other one. And then call us. You may be
surprised at just how much further we're willing to go.

Our attitude is one of greater and more ftexible
risk-taking, and an attitude like that has to be
backed up with stability and resources. We have a
brochure that details our resources and shows you
exactly how stable we are. You can get a copy by
writing to: Lexington Insurance Co., Dept. A-14,

25 New Chardon St., Boston, Mass. 02114. We deal
only through agents and brokers.

Get to know us now before you really need us,

so that if your insurance company drops the bomb,
it won't wipe you out.

LEXINGTON INSURANCE COMPANY
A member company of American International Group
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Studies dollar values

LONDON-The effect of dollar value changes is being studied
by Lloyd's underwriters who feel that they will benefit in the long
run through a more stable currency situation throughout the
world.

HOW LONG HAS IT BEEN

But they are considering whether or not new measures are need-
ed to meet the final monetary position in the U.S.

Sources in the Lloyd's market pointed out to Business Insur-
once that the hull market introduced a surcharge of 5 % on all
dollar hull policies when American emergency measures were
taken last fall. Now that devaluation of the dollar in terms of
sterling is about 8%, and even more in some other major curren-
cies, there could be further changes in order to maintain reason-
able profit levels.

It was pointed out that the market earns some 50% of its in-
come, in U.S. dollar currency, and profit margins can be quickly

SINCE you had an objective, independent audit

of your Corporate Insurance Program?

Herbert L. Jamison & Co.

eroded by any sizeable currency change.

Non-marine insurers feel that if U.S. economy is stimulated,
they will benefit thru increased business. Aviation insurers spec-
ulate they may lose premium income proportionately from U.S.
dollar sources, but will gain from other currencies which have

90 Park Avenue
New York, New York 10016

Area Code 212 - Oxford 7-6678 improved.

Travelers

writes big
mass plan

HARTFORD-The Travelers
Insurance Cos. have wrapped up
what is believed to be the largest
mass marketing package g\ er
written. Beginning Feb. 1, the
210,000 members of the New York
State Civil Service Employes
Assn. will be able to buy auto,
homeowner and tenants insurance

FACT
OF
LIFE

on payroll deduction.

The agent on the business is
Ter Bush & Powell Inc. of Sche-
nectady, N.Y.
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It's not a pleasant fact, but it's a fact
nevertheless. That's why Crum & Forster
Insurance Companies developed the

C&F Defender...a catastrophe liability policy
that adapts to a five-man plant as well as

to an industrial giant.

The Defender can give you a million dollars-
or up to ten million dollars and more-

of protection above any other insurance you
have. And it takes in liability exposures
where no other insurance applies. Even if you
win the lawsuit, you know your legal costs
can be a disaster by themselves.

The Defender pays those costs.

One of the test things about the Defender

is that you can buy it through a local,
independent insurance agent or broker.
Somebody you know, somebody who knows
you and your business close enough to

help you f it the Defender to your needs.
Hecan also tell you aboutthe C&F Medalist,
a personal/professional catastrophe liability
policy to safeguard your present assets and

future earnings.

And those are facts, too.

UNITED STATES FIRE INSURANCE COMPANY

B

According to Christian T. Paul,
a Travelers vp, the plan could
generate as much as $10 million
in annual premiums. But, he add-
ed, the potential is even greater
than that. He noted that New
York State employes actually
number between 500,000 and 600,-
000 and the only requirement for
participation in the new plan is
that an employe be an association
member. "This," he said, , ,Will
probably give many more state
employes the impetus to join the
association.”

Asked what potential savings to
employes who choose to buy their
auto insurance from Travelers
under the program, Mr. Paul said,
"l think 15% is a very good fig-
ure in New York."” He also said
that this figure would likely be
constant throughout the state, but
noted, however, that all policies
sold under the program would
continue to be individually un-

cHd e r " N"rrittenr _ [

Karasik...

Continued from page 14

have to show how the defect oc-
curred; and he is relieved upon
proving that he was in due care
for himself.

Mr. Karasik pointed out that
contributory negligence is not a
defense under the doctrine of
strict liability but that assump-
tion of risk could be a defense if
it could be shown that plaintiff
was aware not only of the defect
but of why it was occurring and
had continued "in a foolhardy
manner," to use the product any-
way.

When asked the position of the
law on designing a product for
safety within its foreseeable and
unforeseeable life expectancy, the
attorney said that common law
imposes no statute of limitations
on bringing suit. No matter how
long ago the manufacturer or
seller had had contact with the
product, he said, the only defense
is in proving the product was not

defective when it left his hands. -



Penn. work
comp ruling

challenged

HARRISBURG, Pa.-A section
of the Pennsylvania workmen's
compensation law has been chal-
lenged in federal court by a class
action suit filed on behalf of a
permanently injured laborer.

The suit, filed on behalf of
James Silas of Philadelphia, con-
tends that the law allows em-
ployers or their insurers to re-
duce or suspend benefits without
notice or hearing. Mr. Silas was
permanently injured while em-
ployed as a general laborer for the
building Ffirm of Haverstick-
Borthwick, Philadelphia, in 1969.

The suit said Mr. Silas’ disabil-
ity benefits of $60 a week were
cut to $45 under terms of a 50 %
disability agreement that he re-
fused to sign.

It .alleges that one week later
Mr. Silas was told that his bene-
fits would be terminated unless
he agreed to reduce benefits over

"a substantially shorter period of
time.”

Named as defendants in the
suit were Paul J. Smith, state
labor and industry secretary;
Richard Wagner, executive direc-
tor of the state workmen's com-
pensation bureau; three members
of the state workmen's compen-
station board; the Pennsylvania
Manufacturers Assn. Insurance
Co., and the building firm.

The suit contends that after
such cancellations the state pro-
vides hearings, but this does not
occur for as long as two years
after the benefits are terminated,
and another year elapses before
hearing officers render a deci-
= iac > r m _ —

No-fault preferred

SAN MATEO, Cal.-A ma-
jority of U.S. independent
business executives favor a
change frorn the present
method of insuring automo-
biles to the so-called "no-
fault” system according to the
National Federation of Inde-
pendent Business. The federa-
tion reported that 88 26 of
businessmen contacted in a re-
cent poll favor enactment of
no-fault programs similar to
laws now in effect in Arkan-
sas, Louisiana, Massachusetts,

New York, Tennessee and
Texas.

letters

Continued from page 16

tion received introductory recir-
culation to other faculty members
and students.

Paul Swadener

Associate Professor of Business

Administration, University of

Oregon, Eugene, Ore.

Editor's note: Professor Swad-
ener and other instructors of col-
lege and university risk manage-
ment classes can obtain for them-
selues and theiT students special
class-size, bulk-rate subscriptions
to Business Insurance. This serv-
ice has been introduced by oUT
circulation department to meet
the growing demand for this mag-
azine as a classroom tool Those
interested in obtaining informa-
tion about bulk-rate classroom
subscriptions to Business Insur-
ance mayv write to Mr. William
Strong, circulation director, 740
Rush St., Chicago, Ill. 60611.

66When | was a kid,

my dog had measles:'

business insurance, January 31, 1972/19

"This year,we'll handle the insurance for
12 mRior pharmaceutical companiest' Says Bob Hatcher,
1 forget what weird concoctior | gave that pup to get him well. But
to make people well today: doctors and druggists need a whole
indusrry. To plaia the insurance, we have tc know that industrf

Bob Hatcher is in charge of Johnson & Higgins' Richmond
office. He's also one of the J& H specialists in insurance for
pliarmaceutical maufacturers.They need coverage on medicines
as thefre produced, stored and shipped. On special equipment. On
the labs for =esearch anc qialit> control. "Prescribing for this
indus:rf Bob says/'hae bette.' not beguesswork"

What's true in pharmaceuticals today is true in every other
industry. Your own included. Johnson & Higgins has offices in majo-
cities here and aboad. Call us. Well make your insurance work for you.

Johnson & Higgins

the pharmaceutical industry's insurance brOKEF



Introducin
the overni

umbrella

from
Argonaut

Now our liability policyholders may broaden their cov-
erage and raise their protection to limits that male sense
in today's wide-exposure, big-settlement climate willout
lifting their premiums out of sight.

It's our new Umbrella Liability Program... streamlined
and stripped of all red tape possible. It's flexible for exact
tailoring to fit your firm's unique excess liability needs.

Your Argonaut independent agent or broker can get a
premium quote from us within 24 hours, and policy issu-
ance will be prompt.

Our Umbrella Liability Program is another develop-
ment in our continuing program for progress designed to
make our service even more responsive to the needs of
our policyholders.

@ Argonaut Insurance Companies

Home Office: Menlo Park, California - Principal Offices: San Francisco - Los Angeles - Portland - Boise - New Orleans - Dallas - Chicago
Minneapolis - Atlanta - New York and other major cities - Overseas: Saigon, Vietnam - Bargkok, Thailand.
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business insurance/perspective

Potentjal claim settlement

abuses need,more publicity

by Jerry A. Luttrell,
graduate teaching assistant,
University of lowa,

iowa- City, iowa

THE GLAIM SF TTLEMENT. Rractices -

been.and' will likely continue to be criti-
cized. Much of the recent criticism has
stemmed from discussions of the need for
no-fault automobile insurance. A more di-
rect attack - on current claim settlement
practices came from the Justice depart-
ment when an antitrizst suit was filed
against General Adjustment Bureau.

Potential abuses inherent in current
claim settlement practices are relatively
unpublicized; thus, it is appropriate to fo-
cus specific attention upon the nationwide
Inter-C ompany Arbitration Agreement.
Though not represented as sijch, it appears
that the agreement is an attempt by a
group of insurance companies to place
themselves in a more favorable competi-
tive position. The potential abuse inherent
in this agreernent could be more serious
than the alleged restraint of trade charge
brought against General Adjustment Bu-
reau.

This agreement has received relatively
little publicity within the insurance indus-
try and virtually none outside the indus-
try. The lack of publicity is unexplainable
and unfortunate because once the provil
sions of the agreement are understood, the

'it is appropriate to focus specific attention upon

the nationwide inter-Company Arbitration Agreement.’

potential for abuse is relatively easy to
recognize.

THE AGREEMENT appears to be the
major accomplishment of the Committee of
Insuiance Ai bitration, which is composed
principally of representatives of the Amer-
ican Insurance Assn., American Mutual In-
surance Alliance and the National Assn. of
Independent Insurers. The agreement es-
tablishes a system of compulsory arbitra-
tion for the settlement of certain types of
claims between the 480 signatory insurance
companies. It states that claims eligible for
arbitration under the agreement must meet
the following criteria:

- The claim must be an automobile
physical damage or plate glass subrogation
claim not in excess of $2,500. However,
there is a provision in the agreement per-
mitting voluntary submission of larger
claihis to arbitration.

= The insurance company or companies
must have already settled the claim with
the insured party.

» The claim must not be the subject of
a lawsuit.

= All parties in the arbitration must be
insurance companies and at least one of
the parties must be a signatory of the
agreement.

d Clhims arising out of policies written
under retrospective rating plans may be
excluded from the otherwise compulsory
arbitration.

= All signatories of the agreement are
bound to submit to arbitration when re-
quested by another signatory company.

Despite provisions in the agreement re-
quiring mandatory arbitration, most state
laws make prior agreements to submit
future disputes to arbitration unenforcea-
ble. But, for all practical purposes, signa-
tory companies are bound to comply with
the "compulsory" terms of the agreement
or face the possibility of being severely
sanctioned in other dealings with signato-
ry companies. If the signatories can sane-
tion other companies does anything limit
their ability to sanction to signatory com-
panies only? Could signatory companies
sanction non-signatory companies?

Proponents of the agreement emphasize
the advantages of- arbitration for both in-

Let your employes know
how much their benefits cost

by Ned A. Miller.

Compensation Planning Corp.,
New York, N. Y.

Ned A. Miller

FI HEEIRSLERINGE RENELIT, as e

century ago by Procter and Gamble in
1885. It was Saturday afternoon off with
no reduction in pay. Can you imagine
what an earth-shaking step forward this
was? But how easy to administer ! A sim-
ple nod to the employe by his foreman, an

'Average corporate expenditure for fringe benefits

is 27.90/0 of payroll ...

upward yank of his arm and a snorting
sound like "Ya can go home now!" The
employe got the message.

Today, fringe benefits are vastly more
complicated and overwhelmingly more ex-
pensive. They als6 make up a 'very size-
able part of a corporation's expense. For
example, the U.S. Chamber of Commerce

. in its latest analysis of the subject indi-
: cates that the average corporate expendi-

ture for fringe benefits is 27.9 % of payroll.
In other words, if the average employe is
earning $10,000 annually the average com-
pany is spending an additional $2,790 in
providing him with his fringe benefits.
And-it's a figure that's rising every year.

"How come?" you say. "l don't see them
spending that kind of money for me!”
Well, let's take an item-by-item look. Let's
see how you compare to that average.
Let's take the case of John Carlson, age
35, who is assistant department head of

rising every year.'

Old Briarcliff  Manufacturing. He earns
$10,000 a year.

THE FIRST FOUR fringe benefits are
statutory. The law says that you must
have them.

* Social Security. John must pay 5.2%
of the first $9,000 of his earnings. This
comes to $468. But Old Briardiff must
match John's contribution. .So they are
laying out $468 also.

* Workmen's compensation. This pro-
vides medical reimbursement, disability
income and death benefit in the event of
sickness or accident occurring from a job-
connected source. The company pays the
full cost of this. John's job classification
is fairly non-hazardous, so the premium
for him is not too high. Let's say $40.00
per year. Other jobs could be much more
expensive to cover .

- Disability benefits law. This does not

surer and insured. Basically, the argument
is that the Agreement provides faster set-
tlement of claims at a lower cost and
serves the public interest by reducing
court congestion.

The operation of this agreement is most
easily illustrated by using an example.
Assume a two-vehicle collision has oc-
curred without bodily injury to passen-
gers, both vehicles suffered damages of
less than $2,500, and each vehicle is in-
sured for collision damage ($100 deducti-
ble) by a signatory company. Without at-
tempting to determine which driver was at
fault each vehicle may be repaired innnne-
diately under the collision coverage of the
respective insurance policies, thus giving
each of the insurance companies a subro-
gation claim. If the insurance companies
cannot negotiate a mutually acceptable
settlement, they may use the arbitration
procedure. Each company is bound to
comply with a request for arbitration by
the other signatory company. The insurer
of the driver found to be at fault ( as
determined by arbitration) will indemnify
the other insurer, which is "encouraged"”
to further indemnify its policy holder for
the $100 deductible.

AS A RESULT, the driver who was not at
fault is fully compensated for his property
damage loss without court cost and attor-
ney's fees; the quick settlement without
litigation or controversy will be good
publicity for the otherwise tranished pub-
lie image of insurance company claim set-
tlement practices. These insurance compa-
nies have a decision that is final and
binding on both parties without the right
of appeal and without public controversy.
Usually, policyholders will not be aware of
the arbitration proceeding, and one poli-
cyholder may assume "it was just an acei-
dent" while the other will probably be
elated when he receives reimbursement

Continued on following page

tection in four states, New York, New
jersey, Rhode Island and California.- It
provides a reduced income for a short
period of time, usually 26 weeks, if a
worker is disabled through sickness or
accident that did not occur as a result of
the job. In New York, John has to pgy 30¢
weekly for this protection, but Old Briar-
cliff pays 60¢ per week for him.

= Unemployment insurance, This is
weekly income payable to any member of
the regular work force during the first
weeks of unemployment. The insurance
cost is borne by the employer add is based
on how many of his former employes col-
lected during the preceding year. A nor-
mal annual premium expenditure for John
would be $102.

THE NEXT GROUP of fringe benefits
are all costly to the company but are
customarily overlooked by people who try
to total up the whole cost of "the pack-
age."

* Vacations. Usually two weeks ( or 10
working days) is minimal vacation these
days. This is 3.8% of the normal 260-day
working year for John and represents a
cost to the firm of $380.

« Paid holidays. Eight paid holidays a
year is a normal figure. The cost to the
company is $300.

- Personal time off. This is a catch-all
definition to cover days off because of
sickness, family problems and emergen-
cies. Estimating five days a year for this
cause does not seem unreasonable for an
average figure. The cost to the company is
$190.

How about the whole group of fringe
benefits known as life and health plans?

* Group life insurance. One year's sal-
ary is not overly generous by today's stand-
ards. So let's figure on $10,000 of group

Continlierl O71 follmil;in Nnino
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Potential.

placed at a competitive disadvantage
Continued from preceding page

for his payment of the deductible
Adjudication cost of an arbitrated set-
tlement is really only a filing fee, which ance companies on
varies from approximately $350 in Maine
to $7 m New York This low settlement is
possible because signatory companies pro-
vide qualified personnel to serve as arbi-
trators The total cost of settlement for the
companies is further minimized by pro-
cedures requiring all but the unusually
complicated cases to be decided on the
basis of the files alone without the repre-

fault, but the insurance companies retain

The agreement means that 480 insur-
ance companies have banded together to
settle certain claims amongst themselves
m a favorable manner, thus giving the
signatories a competitive advantage Other

claims below 000 or $3,0

es to settle a

established. form R/f arbitration to insur- G

tory companies by being more cooperative trade in the business of settlement and Federal Trade Comm, 324 U S 726, 742,
than would otherwise be necessary, thus, adj ustment of insurance claims It was 1944 )

- the non-signatory companies would be als6 alleged that the insurance companies

The agreement provides that subroga-
acting as a group were able to coerce tion claims arising out of policies written

The agreement places Independent ad- other insurers to utilize GAB's adjustment under retrospective rating plans may not
justers at a more severe competitive dis- sei vices, to boycott independent adJusters, be arbitrated without the prior written
advantage becalse it limits usage of the and to have agents channel claims to consent of the home office of the compa-
AB Unfortunately, this suit against GAB nies involved This means the insurance

did nct receive much publicity because companies can (and are bound to) use

The passage of so-called no-fault auto- GAB negotiated with the Justice depart- arbitration according to the agreement to
mobile insurance legislation similar ti the ment for a consent decree Alternatively, settle normal subrogation claims but can
lllinois modified no-fault plan could this lack of publicity may be due to the refuse to arbitrate claims under retrospec-
greatly increase the importance of the fact that those involved in the current tively rated policies Thus, when the same
agreement Under the lllinois plan. the claims settlement practices either have a type of claim arises, the insurance compa-
injuied parties are to be paid by their vested interest or fear the possibility of ny may settle a claim for a regular policy-
insurance companies without regard to being sanctioned by signatory companies

holder for less cost through arbitration and
Allegations made by the Justice depart- force retrospectively rated pollcyholders to

- . . . . the right of subrogation and will settle the ment againfséthe 170 insurance company pay more for their claim costs when t
sentatjves of the disputing parties being claim by determining which driver uas at shareholders o

present fault’(Often, as in llhnois, the modified apply to the 480 signatory companies of litigation

no-fault plans may also include a provi- the agreement The Justice department

sion requiring mandatorg arbitration of co
$2, 0)

h
AB could be extended to retrospective claim must be settled througﬁ

It is not known whether the Justice

uld also find this agreement to be an department has considered the nationwide
illegal combination of insurance companies inter-company arbitration agreement

From the insurers' viewpoint, it would acting together to illegally restrain or con- Even though It has not found the agree-
seem to be reascnable and logical to modi- trol the business of settlement and adjust- ment to be in violation of the antitrust

ustice department mig ese continue to say the agreement oper.

H:suranEe com anle? ma arbltrarllg be Sy the agreement to ‘e ujre (or per |t2 mgr]t of. msgrance claims ﬁ\tltﬁrqgatﬂvel ,1avv_s, how can the insurance comﬁgglg)sr

gnator | claims’paid inde

qpied 10¢.privlege. oLhRcOMING. SiAna-

non-insurance companies ( self-insured cor-

€ individua are excl oy usi

fair to speculate that
or becoming a member of the agreement

IT APPEARS the agreement was created
to cope with the insurer versus insurer
problem inherent in the frequenty recurr-
ing example previously used However,
changing the example only slightly will

panies

bring the potential abuse of the agreement
into better focus Using the same set of
facts, now assume one of the cars (A) in-
volved was owned by a self-insured corpo-
ration or a private individual who did not
buy collision coverage Without some fairly

restrain trade

conclusive evidence showing that the other
driver (B) was at fault, B's insurance com-
pany may be reluctant to pay A for the
incurred loss This means A must accept
whatevet, if anything, B's insurance com-

amount injured parties would receive

ALTHOUGH NO ACTION has been
pany is willing to pay him or assume the

entire loss with the possibility of recovery
through the long and expensive litigation

taken against the agreement, there ap-

gation and possibly antitrust action
process

For the corporate self-insurer, physical
damage losses may be viewed as an oper-
ating expense, part of which may be re-
covered when the drivers of company ve-
hicles are not at fault Self-insurers and
the Independent adjusters they often em-
ploy may not use arbitration to settle claims
with signatory insurance companies The -
self-insurer must either accept whatever B e n efl tS
the other party's insurance company is - =
willing to pay or to assume the loss with
some possibility of obtaining recovery
through the courts

Insurance companies know that corpo-

Continued from preceding page

pears to be ample Justification for investi. said to prove a violation of the antitrust

|
the no-fault plan by arbitration If the 480 insurance companies were actually the public benefit')
ment was modified in this manner conspiring to coerce different classes of

porations,.independent adjusters, and pri- and not otherwise changed, it would seem insurance buyers to purchase specific not want to open

5 open fhis arbitration system 10

types of insurance, or that the agreement the public Why not at least let the 1nde-

« Signatory companies would have a was being used to put non-signatory in- pendent adJ usters and corporate self-in-
significant competitive advantage because surance companies, independent adjusters surers use these arbitration facilities" If

their settlement costs would be lower than and self-insurers at an unfair competitive the insurance companies believe using ar-
the settlement costs of non-signatory com- disadvantage

bitration to settle claims would better
Some antitrust case law would also im- serve the public interest, then they should

« As a group, the signatory companies ply the refusal of signatory companies to abandon their concerted attempt to limit
could impose severe sanctions against deal with non-signatory companies or the the availability of arbitration as a method
non-signatory insurance companies and refusal to permit non-insurance companies of claims settlernent.
self-Insurers Sitch sanctions could be se- to become signatories may be an illegal
vere enough to force non-signatory corn- restraint of trade The courts have said that arbitration statutes as a part of no-fault
panies to become signatories or otherwise if there is a connection between an alleged insurance plans may reduce the competi-

The adoption of mandatory small claims

conspiracy and a refusal to deal, there tive disadvantages of the agreement Mod-

« Signatory companies might attempt may be an illegal restraint of trade if the ifications of the agreeemnt necessitated by
to exercise their control of the claim set- refusal to deal is a device to gain market the adoption of no-fault insurance should
tlement practices to unfairly reduce the domir.ance, to drive out competition or as be designed to make the arbitration facili-

part of a boycott (L S Good and Co v ties available in a manner that does not

Dad and Sons Inc, 263 F Supp 635, place insurance companies Or insurance

1967 3 consumers at a competitive disadvantage -
It is also important to note the court has

Jerry A Luttrell teaches introductory

laws does not necessarily require proof general msurance at the Unwersity Of

In the antitrust suit brought by the that discilmination has harmed competi- lowa In 1971 he prepared a rtsk anall/Sts
Justice department against General Ad- tion but that showing a reasonable possi- and loss exposure report for the Butier
Justment Bureau it was alleged th at 170 bility that discrinlination may have been School District, Oak Brook, 111 He ts a
insurance companies acting as sharehold- harmful to competition is sufficient to graduate of the University of lowa bust-
ers had combined to illegally restrain prove a violation (Corn Products Co v ness school

operate How about the space in the park- company newspaper, the bowling league,
ing lot that John uses each day to park his the softball team, the blood bank, the
car9 That land costs money and taxes are annual picnic and the Christmas party
paid on it each year, yet only John uses it How about all of those little things that
The company offers educational reim- involve company expenditure and whose
bursements to John if he takes some eve- purpose lis solely for the benefit of the
ning courses related to his job The com- employes How about 27 9% of payroll

rate self-insurers cannot afford to litigate life and accidental death protection for pany has a salary savings program It puts See where it comes from?
small physical damage claims Thus, if the John A moderate group rate for this cov- in 50¢ for every $1 that John invests in Most employes and corporation execu-
insul ance company ignores the self-insur- erage would be 65¢ per month per thou- mutual funds, or savings bonds or life tives do not realize the extensive cost of

er's (or his adjuster's) request to settle, it sand dollars ot protection
can safely be assumed the self-insurer will
eventually absorb the loss When the self- $78 00
insurer files a suit, the insurance company
may stlll negotiate an out-of-court settle- fairly expensive benefit but one that iS at
ment rather than risk litigation the cornerstone of any employe package

The ability to avoid paying some losses Many firms will pay the full protec-ion for
and the fact that 480 insurance companies their employes The employe, on an op-
have agreed to assure themselves of an tional basis, will pay the costs of protect-
efficient and fair method of settling claims ing his dependents Sounds like a familiar
are indications that the existing claim se.- formula, doesn't it'> Hospital, surgical and
tlement practices are biased in favor of major medical protection might cost the

insurance companies, particularly signato- company $10 a month for John It would
cost him $20 additional each month to

extend the same coverage to his wife and

THE AGREEMENT PERMITS other children Annual cost to the company IS
insurance companies to become signatories $120.
or to use the arbitration settlement mech-
anism that has been established Why does THE TOTAL so farp It's $1,64820 for
the agreement include a provision to per- this group of benefits or 165% oi John's
mit non-signatory companies to use the salary And there are two whole areas of
arbitration facilltiesp One reason for this benefits that we haven't even toucned yet
melusion is that it may reduce settlement How about profit sharingp
costs for signatory companies when deal- The government permits a profit-shar-
ing with non-signatory companies Arbi- ing contribution of as high as 15% of
tration costs are lower than litigation payroll If John's firm 15 making a 5%
costs, however, other savings or benefits annual contribution, that will bi ing his
may be an indirect result of this inclusion total package up to 215 % And a basic
Non-signatory companies know they may pension plan would be putting another
be denied the privilege to use the agree- $500 away for John each year Now we're
ment . settlement mechanism Similarly, up to 265%, just a few dollars away from
non-signatory companies know they may the national average we discussed earlier
What else comes under the heading of

ries of the agreement

be denied the opportunity to become a
signatory company The potential loss of fringe benefitsg The company Iu'lchroom
such a privilege could cause a non-signa- costs Old Briarcliff Manufacturidg many
tory company to attempt to appease signa- thousands of dollars a year to s'.aff and

insurance How about the first aid office fringe benefits One executive said re-

Annual cost the corporation incurs, and the nurse on duty there who passes cently, "the high cost of fringe benefits

out hundreds of dollars worth of pills and has been the best kept secret since the

* Group health insurance Here is a bandages and advicep Also include the atomic bomb " ™

OLD BRIARCLIFF MANUFACTURING CO.

Based on Summary of Benefits

$10,000 annual salary

Cost per Company's Employe's
BENEFIT year share share
Social Security $ 811 20 $ 405.60 $ 405.60
workmen's compensation 40.00 40.00
disability benefits 46.00 30.10 15.90
unemployment Insurance 102.00 102.00
vacations 380.00 380.00
paid holidays 300.00 300.00
personal time off 190.00 190.00
group life Insurance 78.00 78.00
group health insurance 360.00 120.00 240.00
profit-sharing 500.00 500.00
pension 200.00 200.00
miscellaneous (including

educational reimbursement)*-144.30 144.30
$3,451 50 $2,790 00 $ 661 50
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The Rolly Coaster.

Self-insuring your liability and property

program can be great. Until he strikes.

One month you have relatively few claims to pay.
The next month, a lot.

Up-down. Up-down. Down-up.

He can really put the pressure on a company's
cash flow.

1tmi 8

*

310 S, MICHIGAN AVE. CHICAGO, ILL. 60604 CONTINENTAL CASUALTY CO. AMERICAN CASUALTY CO. NATIONAL FIRE INSURANCE CO. OF HARTFORD TRANSCON- 8, ;
TINENTAL INSURANCE CO. TRANSPORTATION INSURANCE CO. VALLEY FORGE INSURANCE CO. VALLEY FORGE LIFE INSURANCE CO. CNA INVESTOR SERVICES, NC. &° CIVAenterpnse

Flatten it

With a CNA /insurance Claims Service

Program.

It lets you budget those rough months.

Then your overall claims payout can be
evened out.

And no more Rolly Coaster.

He's just one way self-insurance can lag
behind your business.

And just one of the Insurance Lags

‘we can help you beat.

Contact your CNA agent. Or write us.

*CNA /insurance
Yourway to beat the Lags
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Re.,ben Robertson, (leftl, captain of Nader's Raide-s, sfoke to James H.
Arderl , ight), tinance coordinator for Terra Chemicals International,
S oux City, lowa, abou- the consu-ner movement'$ future operations.

Nader captain warns of increase in
creative product liability litigation

CHICAGO-In terms of actual
numbers the consumer movement
is small, according to Reuben
Robertson: a captain of Nader's
Raiders and consultant at the
Center for the Study of Respon-
sive Law. But Mr. Robertson is
convinced that the effect of the
movement has been great because
corporate officials themselves
have magnified consumer actions.

The corporate official, because
he is an insider, knows how many
things are being inadequately
handed, where the skeletons are
hidden and how low product
standards are, Mr. Robertson told
risk managers at the Business IllI-
surance product liability work-
shop here. But more than those
things, he said, the executive

knows how stultifying corporate
bureaucracy can be.

Businessmen and consumer
activists should be natural allies,
he believes, because both are bas-
ically pragmatists rather than

ideologists.

product liability
workshop

THE CONSUMER movement
has brought greater risk expo-
sures in the areas of product re-
call and withdrawal, pollution,
publicity and direct actions ( such
as picketing), price mechanism
litigation and product defect and

TheMulti-Gard businessinsurance

plan doesn't costyou a cent for
premium financing.

Multi-Gard is a unique package of business insurance policies. We
help you to choose the Kinds and amounts of coverage you need
no more, no less. Of special interest to financial executives,
your arnual premium on iearly al kinds of casualty and
propert/ insurance *nay be paid in as many as 10 install-
ments. With no interest, carrying O, service charges. Addi-

The

policy behind
our policies

tionally, dividends and pcssible otier savings further increase makesthe

Multi-Gard's value to you; firm.

Michigan Mutual's special policy is io be the very best in busi-

ness insurance. Multi-Gard is an example of how we put that

policy to work for you.

Michigan Mutual
Insurance Group

Michigan Mfutual Liability Company
Associated General Insurance Company

Hcme Office: Mut Jal Building < Detroit, Michigan 48226
Regi inal Offices: Detroit, Grand Rap ds, Indianapolis,
New York, St. Louis, St. Petersburg

difference.

hazard litigation, all of which are
either expensive or impossible to
insure, he said. This should force
companies to broaden the func-
tions of their risk management
departments, he concluded, and to
broaden their definition of prod-
uct liability. "The mechanical
waste of your factory is just as
much your 'product' as the item
that goes on the shelf," he warned
the workshop.

Mr. Robertson told risk manag-
ers that litigation will be used
increasingly as a means of attack
on corporations because its poten-
tial impact has substantial effect
in forcing corporations to remedy
problems. It is going to become
more and more risky "for a cor-
poration to operate in a bad
way.," he said.

Naturally, it is in the interest of
corporations to avoid product lia-
bility litigation, he added, but the
place to avoid it is at its source.
"We need to structurally re-engi-
neer management to eliminate the
risk maker from the start,” he
said; the risk manager "should be
doing the Nader bit within his
company.”

The risk manager's function
needs to be re-thought when it
comes to product liability, the
raider captain said, so that he is
brought into the picture at the
design stage when the question
"Should this product go out at
all?” is asked.

In the future, Mr. Robertson be-
lieves risk men can look for the
consumer movement to organize
in, these areas:

- Investigation and analysis of
the environment.

- Political analysis and action
for legal reforms.

- Exploration of legal mecha-
nisms for greater consumer pro-
tection.

- Creati'on of innovative
mechanisms for complaint report-
ing and resolution.

- More creative use of class
tiction litigation as redress against
consumer frauds and product de-
fects.

< Further organization of na-
tional and local groups based on
specific products and industries
(such as the Center for Auto
Safety and a recent union of com-
mercial and sport fishermen for
anti-w ater pollution litigation

PUurposes » . -

Player
gets $15,000

out of court

MIAMI-A former professional
football player who testified that
an automobile accident ended his
career prematurely has been
awarded $15,000 in an out-of-
court settlement.

Mack E. Lamb, an ex-defensive
back for the Miami Dolphins, won
the award for neck, hip and back
injuries sustained in a three-ve-
hicle accident on a Miami ex-
pressway Jan. 16, 1970.

A tractor-trailer truck driven
by Vincent Fanner and owned by
Commercial Carrier Corp. of Au-
burndale, Fla., struck a rented
1970 car driven by Jack Green-
burg of Philadelphia, jamming it
into the rear of Mr. Lamb's Volks-
wagen.

Damages are to be paid by
Commercial Carrier's insurance
firm, Truck Insurance Exchange
of Los Angeles. Mr. Lamb had
brought suit against Commercial
Carrier, Fanner and Greenburg. -



U.S. Olympians covered
for death, accidents

Continued from page 1

"where a team member may be
competing in an event sponsored
by the NCAA, AAU or any num-
ber of other groups. He is then
out of the committee's jurisdict
and not covered by their policy.'
The premium is based
man-days of exposure and the
charge is the same for all sports,
excluding four, in both winter
and summer games. lce- hockey,
luge, skiing and bobsledding are
considered more hazardous than
the others and an aZiditional pre-
mium is charged on participants
in those sports. The fact that all
four sports are winter ones is not
surprising since both Mr. Phair
and Mr. Reid agreed that, from a
risk standpoint, winter games
made them "a bit more nervous.”
Regarding claims, Mr. Phair
said, "Experience has been ac-
ceptable. We've been very fortu-
Nnate there have been Nno deaths
though there have been a nunnber
of injuries. The incidence of
claims. has been fairly high but
the severity has not been too bad.
Most of the claims have been
along lines you would probably

expect-ankles, knees, shoulders.”

MR. REID said that the Olym-
pie Committee used a number of
different measures to control both
costs and claims.

"The deductible takes care of
many claims,"” he pointed out.
"Another factor is the availability
of medical aid if it is needed. The
committee has its own medical
experts at the games who give
free medical treatment on the
spot. | think that really helps
keep the number of claims down.

"Also," he continued, "if the
participant has any other bona
fide insurance, that pays first.”

Premium costs were held down,
according to Mr. Reid, because
the premium is a per diem charge
and if any participant competes
for more than 65 days in the
calendar vear, his premium
charge is based only on the first
65 days.

BOTH MEN FELT that trans-
porting the team was a large risk
because of the concentration of
exposure. "Special limits are ar-
ranged in the case of chartered
flights so nothing is lost," stated
Mr. Reid.

"Yes, transportation is a huge
risk," Mr. Phair noted. "There
may be as many as 200 people on
a chartered flight so there is a
very high limit ($7 million per
flight in the movement of the
Pan-American team to Columbia,
for example). They are as careful
as possible. The teams are moved
on scheduled airlines, not on any
kamikaze operation."

The U.S. will be repesented by
123 athletes at the Winter Olym-
pics in Sapporo, Japan, though the
number of insureds will swell to
188 with the addition of coaches,
managers, administrative and
other personnel. The exposure for
the Summer Games in Munich,
Germany, will be 567 persons, 462
of them athletes.

Insuring the committee's equip-

ment is the province of the Home
Insurance Co.

NEIL REID, also of Reid &
Carr (a member of the Assurex
International Group), explained,
"There is really very little prop-
erty going with them to Japan.
Most of the equipment used in
the winter games is personally
owned by the participants. But
there is a floater policy covering
the committee's property while it
is in the U.S. Additional coverage

is purchased when it is out of the
country. The policy is on a named
perils basis."

He said that the property cov-
erage was difficult to administer
because -you're never quite sure

ion where it is and how much it's

worth.”
©ON .. AFIA writes hired and non-
owned automobile coverage out of
the country, as . well as general
liability," he said. "The coverage
continues year round but there is
an additional premium when the
games are actually taking place.

"Chubb writes a real and per-
sonal property package, which in-
cludes liability, on the committee
headquarters on Park Avenue.
There is also excess catastrophe

Ili=ako>ilit>y_"" | o a1
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Buffer Layers for Property and
Casualty Coverages including

Malpractice ...

Architects’' and Engineers’

Professional Liability. . .

Package Programs for

Franchise Chains ...

Capacity Coverage for Large

Property and Casualty Risks...
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R EMPLOYEES

A RAISE

If you looked good as an employer in '71, you can
look even better in '72. How? Give your staff a raise.
Only this one will cost you practically nothing.

Just dazzle them with some of the "invisible
income" of which they are not aware. After all, each
employee gets an additional 28 percent (or more
than $40) in his paycheck in fringe benefits each
week. But few employees know the score. All they
can see is their immediate income. Tomorrow is
another day.

The James Communitronic System helps to
bridge the communications gap. By simple audio-
visual techniques and an annual individual benefit

statement prepared by computer, each employee
gets a complete understanding of what "the boss"
provides in the way of added benefit dollars.

If you've pooh-poohed a plan like this in the past,
now's the time to get with it. It's the best way to
capture interest, out-distance competition and pro-
tect your sizable employee benefit investment.

Contact any Fred. S. James & Co. office, from
coast to coast, or write to us direct at 2001 McKin-
ney Avenue, Dallas, Texas 75201. Telephone 214/
747-9438. We'll forward all the facts and figures on
how you can help to better tell your benefit plan
story, today.

ALJ. O celn,nUnitic,nics, inc.:.

A Subsidiary of Fred. S.Jarnes & Co..Inc.
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New Jersey to clear courts with 6%
In-court accident settlement charge

TRENTON, N.J.-New Jersey's
courts, in an effort to cut down
on the clogged conditions facing
them every day, have come up
with a program they think will
cause a far greater nurnber of
out-of-court settlements than oc-
cur at this time. Effective the end
of January, the courts will tack
6% interest on all judgments won
in court by accident victims.

The rationale behind the rule,
that insurance companies-who
Bre the defendants in most cases
-will now have a greater finan-
cial stake in making a rapid set-
tlement, has been questioned by
insurers and defense counsel.

"This is the most ridiculous
thing I've ever heard,” said a

spokesman for a large insurance

company. "It penalizes one party,
the defendant, and offers no in-
centive whatsoever to the other

party to settle.”

THE INTEREST, payable to the
defendant from the date the suit
was filed applicable in all tort
actions, is viewed by the courts as
a means of making delay less
profitable to insurers. The courts
contend that if the insurers' profit
from investment of reserves is
threatened, they will take more
prompt action toward settlement.

"l think this is an honest effort
by the courts to clear up the
incredible congestion,” said Stan-
ley Tarr, risk manager of Rutgers
University. "If they are right, |
really don't think the cost will be

How to

get through

a fire

without

passed down by the insurers,
though they may use it as a justi-
fication for raising rates. If they
are wrong, it's just another effort
that failed.”

Mr. Tarr reported that the rule
would have "no discernable effect
on our insurance program and |
don't think 'it should particularly
bother anybody. The insurance
companies will probably protest it
but this isn't really monumental.”

Looking at the subject from a
different angle was Robert CIif-
ford, New Jersey's insurance
commissioner. "This is a calculat-
ed risk on the parts of the
courts,” he said. "If they're right,
you will see more and earlier set-
tlements. However, if they are
wrong, you will probably see

more and earlier lawsuits. There
will probably be a few avaricious
lawyers who will see the meter
running on 6 % more in their

fees.”

MR. CLIFFORD said that he did
Nnot know how the rule would
effect insurance operations in
New Jersey. "This could increase
loss costs for insurance carriers
but | really don't know how
they'll react to this. They are re-
alistic people and they certainly
know how to count. If that 626
involves a lot of money, they will
undoubtedly take a good, hard
look at the case.”

The insurance commissioner in
neighboring Pennsylvania, Her-
bert S. Denenberg, saw the rule as
another tool for the consumer. "I
think this is a fair rule and it wiH
provide justice, thought | doubt it
will clear the courts,” he told
Business Insurance. "l think iCs
both fair and reasonable because

if you win the suit, that money is

getting burned.

Two thirds of the firms who have a major fire never open

their doors again. With this gloomy fact of corporate life

in mind, how's your insurance coverage? All your assets

adequately covered? At today's prices? Does your cov-

erage meet coinsurance requirements? Can you provide

supportable, detailed proof of loss-at current values?

Before someone smells smoke, maybe you should meet

with one of our valuation experts. He can show you

how to set up a system that will help you sleep soundly

tonight-and for the rest of your life.

appraisals by
Marshall and Stevens

11 you'd like to do a little timely checking,

you are invited to send for a free copy

of " How not to cook your corporate goose."

Write or call any Marshall and Stevens office.

1645 Beverly Blvd, - Los Angeles, Calif. 90026 - (213) 624-3661

Fully staffed offices in: Boston, Chicago, Dallas, Detroit,

Houston, Los Angeles, Minneapolis, New York, Philladelphia,

Pittsburgh, St. Louis, San Francisco.

A Unionamerica company

yours, your payment has been de-
layed and you are entitled to in-
terest.

"Insurance companies have not
done a great job of settling out-
of-court and this may speed them
up a bit," he continued, "but if *
you want to clear the courts, you
need a good, strong no-fault law
(a no-fault proposal is now be-
fore New Jersey's legislature).
Aside from automobile accidents
this rule should have an even
greater impact in the product lia-
bility and malpractice areas
where the system is even nnore
inefficient than in auto.”

MIR. DENENBERG, who said
that he would like to see such a
rule in Pennsylvania, felt that in-
surers would counter by raising
their rates.

The arguments in favor of the
rule are that nnost cases are set-
tled anyway, but only after a long
delay; that the delays cost the
state court systern a great deal of
money; and that it was to the
insurer's advantage to delay un-
der the old system because of the
profit from invested reserves set
up to pay the claim.

The insurance people say that
income from invested reserves
does not constitute a great profit.
They also say that plaintiffs
cause many of the delays by re-
j ecting offers of settlement and
they say that litigation costs them
money and they would just as
soonmn settle. ™M

Hughes book

libel question

NEW YORK-The ever-deep-
ing mystery surrounding a book
allegedly written with the consent
and cooperation of eccentric bil-
lionaire Howard Hughes and to
be published by McGraw Hill
Book Co. has raised some inter-
testing liability insurance ques-
tions.

McGraw Hill has disclosed, for
example, that the contract alleg-
edly made between the book

company and Mr. Hughes con-

tains a hold harmiless clause

specifying that Mr. Hughes would
indemnify the publishers for any
possible libel judgments arising
from publication. The book, ae-
cording to advance billings, con-
tains many statements by Mr.
Hughes that might libel former
friends and associates.

Mr. Hughes, however, has de-
nied that he cooperated with the
book's author, novelist Charles
Irving. If this were the case, legal
sources point out, MeGraw Hill
could find itself in an altogether
different position on the question
of libel if publication takes place.

A MeGraw Hill spokesman told
Bllsiness Insurance that the com-
pany has a libel policy for its
book division. Other sources said
"in excess of
$5 million." Employers Reinsur-
ance Corp., Kansas City, writes
the cover. Employers Re is the
major market for libel insurance
in the U. S.

that the policy was

An underwriting source who
has been in contact with attor-
neys working on the case said,
"Generally speaking, there is a
very definite exposure here and
as far as our particular involve-
ment, yes, we are concerned; not
only becuase of this particular
case but also because it could af-
feet the endeavors in this whole
area (of libel insurance)."

Another question: If MeGraw
Hill is the victim of an elaborate
hoax, can it recover the $650,000
from insurance sources? It was a
question the book company was
trying not to contemplate last

T~ e —— B —
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Coffee breaks at the Business insu-+ince product | ability workshop t Jrned out to
be extensions of the meeting. LE Gaskins fleft), minager of product ,-
ability and loss prevent on at BAAF Corp., New York, d scussed some 4
his problems with Harly Giesey 1-enter), ass'slant manager for Maryland
Casualty Co., and Roger Zucker :right), partn,r, F-cnkel Brotkers, Clev.--

land.

Named to

N.Y. panel

NEVWW YORK-William S. Nlor-
timer, risk manager d Norton Ei-
mon Inc., New York, has been
named one of seven members of a
consumers' advisory council by
Benjamin R. Schenck, state su-
perintendent of insurance. The
panel will advise the insuranze
regulator on the effectiveness of
sweeping insurance legislat.-,n
passed by the 1969 s tate legis La-
ture and due for an official ap-
praisal by the New York insur-
ance department nec: year.

According to an aide to Mr.
Schenck, the advisory council wpill
meet with the superintendent
soon to determine tbe course of
action it might take m report: ng
to his office. The council was spa-
cifically provided for in the legis-
lation enacted three years ago. 4$*fk'

The backbone of that legista- .
lion was a compelitive rating
structure designed to ':encoura ze
price competition and greater
availability to property and lia-
bility insurance"” ir. the sts-e.
Other sections of the measure bar
the cancellation cf personal in-
surance, expand security funds
to protect policyholders of inscl-
vent companies and extend the
insurance available through an
assigned risk automobile plan.
Mr. Schenck must report the z=zf-
fectiveness of these measures to

the state legislature March 1,
1973.

William S. Mortimer

In addition to Mr. Mortimer,
members of the cour.vil are Mrs.
Agnes Cashal, executive assistant
to the presiden:, N.Y. State
AFL-CIO; Donald Elberson, exac-
utive director of the Consumer
Assembly of Grea:er N.Y.; Da,id
McDonald, executive director of
the Urban League of Onondaga
County; Lewis B. Scctt, secretary
of the Automobile Club of N.Y _;
Harvey C. Sigelbaum, presidznt
of the Urban Community Insur-
ance Co., a subsidiary of :ne
United Housing Foundation; End
Prof. Stanley Zicnts. -
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Reach the billion dollar multinationals through

their U.S. based executives in
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CHICAGO: 740 Rush St. (312) 337-5200

Continental.

We add assurance to life in an unsure world

. . with an exclusive, innovative kind of business life insurance
that even pays full face amount for disability. Continental's
Business Buy-Out uniquely provides continuity for businesses and
those who depend on them. It's the only effective method of
funding a buy/sell agreement.

Most funding plans today protect only against death.
Continental's Buy-Out does this . . . and more ! It protects a
business even if the owner becomes totally and permanently
disabled or even retires. All this under one permanent
cash-building life insurance policy.

Business Buy-Out can protect sole proprietorships, partnerships,
closely-held corporations and professional corporations.

sk your insurance broker.

There's a better life in an unsure world through more kinds of

life, disability income, retirement, and group insurance from
inventive Continental.

a*
CONTINENTALASSURRNCE Co.

The No. 1 choice of insurance pros

a :CNA.nsUTUNCe SerUK;e CONTINENTAL ASSURANCE CO., CHICAGO. ILL. 60604 %-CNAF,NRNG,m CORPORRTION O

NEW YORK: 630 Third Ave. (212) 986-5050

LOS ANGELES: 6404 Wilshire Blvd. (213) 651-3710
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ULvpbackscompleteuseofproductstandards

CHICAGO-Speaking before
the Business Insurance product
liability workshop here, Donal
Breting warned risk managers
and quality control experts,
"Meet the standard, don't beat
the standard.”

The Underwriters' Laborato-
ries' vp also cautioned his audi-
ence not to assume that the prod-
uct standard, rather than the
product, is at fault. "Too often,”
he said, "the quality control tester
blames the product standard for
the product's failure to meet spe-
cified requirements.”

Mr. Breting cautioned manu-
facturers to be wary when setting
their own safety requirements,
noting that testing standards de-
veloped by an individual compa-
ny tend to omit important quality
control and safety factors. As an
alternative, he recommended

Dc)nal Breting

manufacturers look to nationat-

Ly accepted standards such as

those developed by the American
Society of Testing and . Mater-
ials (ASTM), the American Na-
tional Standards Institute (ANSI)
and Underwriters' Laboratories.
"All interested parties-manu-
facturers, consumer groups, pri-
vate safety groups, insurers and
government-are represented by
these standards organizations,” he
noted, "and their standards rep-
resent a fair consensus of the best

interests in the country.”

THE NATIONAL Bureau of
Standards guide alone offers 19,-
000 separate standards, he said,
and "you just might find the
standard you need there."

Mr. Breting commented that
standards are always mentioned
in terms of consumer safety, and
that the Washington state su-
preme court has ruled that the

meeting of ANSI standards by a
manufacturer was sufficient proof
of innocence in a recent product
liability case.

"Get everyone involved in an
awareness of standards and the

need to meet those standards," he

product liability
workshop

advised, "from the idea men in
your think tank to those on the
production line." Mr. Breting not-
ed that standards should be ap-
plied throughout the manufactur-
ing process, beginning with an
attempt to engineer hazards out
before they reach the production
line.

"Once your product is in the

Before you choose
an insurance broker,
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4 of the top10 industrials

that did,
chose Frank B.Hall & Co.

It isn't iust our size that makes us attractive to

some of the biggest indistrial companies in America.
They could find a few bigger brokers. But none th:lt
would give them the kind of individual attention tkat

we make sure all of our Jccounts receive.

You don't have to talk to a dozen different

people. We give you a single executive who is respon-
sible for every phase of youraccount. He tries to know
your business as well as vou do. And he has access to
a nationwide team of Frrink B. Hall specialists who'll
supplement his assessments whenever necessary.

That's why we at Frank B. Hall & Co. think of

ourselves as insurance innovators.

We combine professional expertise with a
unique kind of personal dedication to all the details

of your specific insurance needs.

So if you're looking for an insurance broker,
talk to one of the top four. Chances are, from then on,
you'll be talking to the broker chosen by four of the

top ten industrials.

Frank B Hall & Ca, Inc.

Frank B. Hall keeps you in good company.

Average Adjusters. Employee Benefits Consultants.
Offices in: Adelaide, Ancnorage, Atlanta, Boston, Brisbane, Caracas, Cedar Rapids, Chicago, Coral Gables, Detroit, Hong Kong, Honolulu,
Jacksonville, Londor., Los Angeles, Melbourne Me,ico City, New Orleans, New York, Oakland, Orlando, Osto, Perth,
Philacalphia, O ttsburgh, Portland, Ore., Pro-'ilence, San Francisco, Seattle, Sydney, Washington, D.C.

early test sample stages," he said,
"check against the standard. A
hazard may not be in the design,
but it may emerge in the actual
product.” He suggested that, after
the prototype model passes its
hazards test, a sample production
run be tested to avoid the possi-
bility of scrapping a whole pro-
duction complex. "Once you are
into full production,” Mr. Breting
stated, "test early and at least as
often as dollars will permit--and
don't, under any circumstances,
ignore part of the standard j ust
inconvenient for

because it's

you.

"BEIIIND EVERY requirement
there is an intent,” he advised,
"and the manufacturer must
show he understands the safety
factors underlying that intent. We
don't devise standards for the furf

of it."

Mr. Breting, acknowledging
that no product is perfect, did say
that some hazards would remain,
even in a well tested product and
that these had to be accompanied
by adequate warning, followed by
an affirmative statement of the
hazard. He pointed out that
warning markings should not be
used when a danger is obvious
since too many warnings become
confusing, and subsequently inef-
fective, to the user.

He forecast a greater role for
the federal government in the
product liability area, although he
would like that role limited to
providing good accident data with
regard to cause, an independent
safety evaluation agency and con-
sumer education.

Much of the product liability
problem, he commented, comes
from the proverbial "bad apples.”
One solution Mr. Breting advised
is "get after your competition
to make them ethical-you're
catching the consumer splash
from shoddy competitors, and you
have to make those who are un-

concerned be concerned.” |

State begins
its no-fault

experiment

SALEM, Ore.-Oregon has
launched its first experiment with
no-fault insurance.

The new law states that all pol-
icies issued in the state on or
after Jan. 1, including renew-
als, have to include minimum
coverage for medical expenses
and wage losses.

Specifically, the policy must
provide up to $3,000 for medical
expenses and up to $6,000 annu-
ally for lost earnings resulting
from an accident.

For this, the average driver is
expected to face an additional
$8 to $12 a year in the cost of his
policy, said Cornelius Bateson,
state insurance commissioner.

UNDER THE new law, an in-
sured driver, members of his
family living at home, his guest
passengers and any pedestrians
he might injure will be guaran-
teed accident coverage.

Mr. Bateson said insurers esti-
mate that 75 % of all motorists
have $3,000 or more in medical
coverage, but few have coverage
for lost wages.

The insurer will have to pro-
vide coverage for 70% of the vic-
tim's lost wages, up to a maxi-
mum of $500 a month. -



Commerce committee attorney says
omnibus product safety bill will pass

CHICAGO-S. Lynn Sutcliffe,
counsel to the Senate commerce
committee, has predicted that an
omnibus product safety bill will
soon pass Congress, perhaps as
early as July, and that product
liability claims may decrease as a
result of such legislation. (See
related story on page 4.)

Speaking before the Business
Insurance product liability work-
shop, Mr. Sutcliffe stressed that
prospects for the Magnuson-Moss
bill (S. 983) "look good for this
year. A greater federal presence
in the product safety area is
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S. Lynn Sutcliffe

practically assured-it's now
merely a question of form."

He pointed out that the propos-
al, like other product safety mea-
sures, does not exempt anyone

from liability under common law
since federal standards are con-

sidered minimum standards. How-
ever, he added that "any govern-
mental determination that a prod-
uct meeting an existing federal
safety standard did not present an
unreasonable risk of injury would,
in most cases, insulate the manu-
facturer from liability."

THE MAGNUSON-MOSS bill
authorizes a product safety corn-
missioner to differentiate between
reasonable and unreasonable risks
by consumer products or categor-
ies of consumer products.

In a more general vein, Mr.
Sutcliffe noted that "to the extent
that the federal government sets
product safety standards for con-
sumer products and to the extent
under its mandate it encourages
proper design techniques for all
products whether they are under
product safety standards or not,
then insurers who idemnify manu-
facturers against product liability
claims should be subject to fewer
claims.”

Mr. Sutcliffe warned, however,
that under S. 983 any manufac-
turer knowingly producing or
marketing a product not in com-
pliance with minimal government
standards would be liable for
double the recovery amount should
he be sued for injuries resulting
from that product, adding that "to
the extent that an insurer indem-
nifies a corporation against such
liability exposure could be signifi-

cant.”

ANOTHER STRINGENT mea-
sure Mr. Suteliffe mentioned is
the broad and flexible recall au-
thority given the administrator,
who may deem any unreasonable
risk as subject to recall.

Describing some of the more
radical provisions in the Magnu-
son-Moss measure, Mi-. Sutcliffe
noted that each of the three Con-
sumer Safety Agency commis-
sioners in charge of foods, drugs

and product safety would be re-
quired to submit a budget to the
agency administrator without first
submitting the budget to the Office
of Management and Budget for
review. The proposed budget is
made public at that time and like-
wise when submitted to the Presi-
dent and OMB. For Mr. Sutcliffe,
"This provision does not alter the
budget powers of the President,
but it certainly rnakes thern rnore
visible.™

Other "innovative provisions
designed to minimize bureaucrat-
ic lassitude” he mentioned in-
clude the stipulation that neither
the agency administrator nor the
commissioners could be employed
by any person who had been reg-
ulated by them for a two-year

period after leaving the Consum-
er Safety Agency. Mr. Sutcliffe
also said that a citizen, under Ti-
tle | of the proposal, may sue an
employe of the agency for failing
to perform his statutory duty.

He explained that "the citizen
suit would resemble a mandamus

product liability
workshop

action, but the court, in addition
to ordering the person to perform
his duly, could fine or temporari-
ly suspend the individual em-
ploye if he acted unreasonably."-
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Risk men warn: Communicate product liability

By LESLIE MURRAY

CHICAGO-Two messages
flashed loud and clear from - a
panel of four risk managers as-
sembled at the Business Insur-
ance product liability workshop
here: Alert all lines of corporate
communications to the product
liability loss danger, and keep de-
tailed, comprehensive records of
key aspects of your business
transactions.

You might not like it, they said,
but you'd better try it.

EDVVARD D. HANSEN, risk
manager and attorney for Trans
Union Corp., outlined a model
product liability loss prevention
program for a hypothetical com-
pany with a centralized corporate
staff and profit-center subsidiar-

ies or divisions.

After urging that top manage-
ment actively and personally en-
dorse such a control program, he
nominated the risk manager to
run it, stating, "l personally think
the risk manager is the logical
person at the corporate level to
manage such a program-he is the
one to whom everyone turns when

product liability claims arise. He
is the one who generally must as-
sess the cost of product liability,
usually in the form of insurance
premiums, deductible or self-

insured retention levels.”

With central management in-
volved, said Mr. Hansen, the next

O-.10# wggg

logical step is to ascertain -a
clearlg accepted assumption of
responsibility for prodUct liability
at the division or subsidiary lev-
el." He dubbed this the -product
safety committee"” .and suggested
it be headed by a division manag-
er "who will take the time to
conduct meetings on the subject,
who is critical of the costs of the
product liability risk, and who
will demand participation in this
effort of all his people.”

The divisional product safety
committee, under Mr. Hansen's
theoretical model, would be re-
sponsible for formal design re-
view, accenting employe involve-
ment in error-free production,
and extensive, thoroughly docu-
mented testing and inspection.
Likewise, the divisional team
would supervise the development
of warning signs, instructions and

. . . and above all professional excel-

lence! These are the qualities that make

special purpose insurance through

First State possible, effective... and enduring.

SpeCial purpOSe insurance- vse it

for risks without precedent, unusual risks, to

simplify complicated risks, and to supple-

ment basic coverages.
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Risk managers left To right are: Donald Stehr, William J. Gibbons Jr.,

Edward D. Hansen, Norman Hoffman.

labels, emphasizing quality, ade-
quately prepared instruction man-
uals.

Also, Mr. Hansen ' noted, the
committee must involve itself in
claims review, w -th a careful
"failure analysis"” made after
each claim, as well as advertising
reviews to defend against litiga-
tion based on warranty (whether
implicit or expressed) liability.

Stressing the group's final
function. that of record mainte-
nance, Mr. Hansen said, "Such
records may well be the only evi-
dence a manufacturer has with
which to defend a product liabili-

ty claim.”

WILLIAM J. GIBBONS JR.,
director of insurance and admin-
istrator jf employE benefit plans
for Standard Kollsinan Industries
Inc., asserted that "no matter how
good your loss eclatrol program,
you're going to have claims,” and
that good record keeping is the
bed way to meet tose claims.

"Records in the insurance de-
partment,” Mr. Gibbons said,
"should be maintained ad infini-
tum.” He cited a number of cases
in which liability contracts and
policies, as well as ,)ther seeming-
ly minor documen: al scraps were
called upon as many as 50 years
later to settle a 1.ability claims
dispute. Among the deceptively
inconsequential Lapers he men-
tioned were purchase orders and
contracts containing hold harm-
less agreements from suppliers.

Mr. Gibbons warned risk men
and others conerned with the
product liability ; roblem to be
"particularly concerned” with
corporate mergers and acquisi-
tions, stressing .hav record of ac-

quisitions, corporate sales and
sales of trade names be carefully
stored. On the question of trans-
fer of trade name, he said, "It's
vita; you have clear records of
your product versus the product
now made by someone else under
the same (bought) name.”

He listed the other corporate

documents to be maintained as

Richard C. Biorklund, editor of
Business Insurance, moderated the
risk managers' panel at the prod-
uct liability workshop.

follows: designs and specifica-
tions; quality control procedures
and tests; copies of product use
manual; product samples, or,
where that's impractical, photos;
modification records; perform-
ance tests; internal control; field
service reports on product use;
customer complaints; record of
warranty repairs.

Mr. Gibbons, echoing Edward
Hansen, asserted that "the maj or
practical use of records is prepa-

Continued on page 34
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Coccia urges care in warnings, labeling

CHICAGO-While some Busi-
ness Insurance produ6t liability
workshop speakers prophesized
imminent gloom and doom for
risk men and product manufac-
turers, Michel Coecia asserted,
with comparative bravado, "Prod-
uct liability suits are defensible.
It's not that bad.”

Mr. Coccia, a member of the
Chicago law firm of Baker &

product liability
workshop

MeKenzie and chairman of the
Defense Research Institute’'s
product liability committee, re-
minded his audience that "if you
build a defectiVVe product,. you'll
have to pay for it. The change,to
strict liability allows for a plain-
tifff's recovery, which is only
right.”

Speaking on the means - a
manufacturer can take to reduce
product liability claims, Mr. Coe-
cia stressed the importance of
warnings and instructions, stating
that a pattern is emerging in this
regard as to the liability of

manufacturers.

THE WARNING must reach
every conceivable consumer, no
matter how remote,” he said. "In
the case of drugs, you're usually
safe if you advise the physician."”
However, the defense lawyer not-
ed, warnings must be effectively
communicated. Using pharma-
ceuticals as another example, Mr.
Coccia explained that even "Dear
Doctor” letters from manufac-
turers are not necessarily ade-
quate in the eyes of the federal
courts. Detail men, or some per-
sonal communication, was one al-
ternative he offered.

"Warnings, Mr. Coccia said,
must be specific--very specific.”
The commonly used -flammable,
do not use near fire or flame"™ may
not be enough, he cautioned. The
product's explosive capabilities
and even the distance required
for safety may be needed to es--
tablish a credible degree of rea-
sonable warning and risk, Mr.
Coccia asserted.

Cautioning against cluttered la-
bels and the need to weed out
unnecessary cautions, Mr. Coccia
advised that any warning take
into consideration the possibilities
of produc t misuse. "The risk of
foreseeable misuse,” he noted,
holds true for even a perfectly

made product.”

MANUFACTURERS may not
rely on directions and instructions
to relay adequate warning,” he
further advised, "and directions
do not qualify as adequate warn-
ing."”

Of warning labels, Mr. Coccia
said that all labels should be clear,
legible and as permanent as pos-
sible. On large equipment, photo-
graphs should be taken of all
warning labels and kept as proof,
he said, and all labels should be
proofread for clarity and accuracy.

"Supplement printed labels and
warnings with verbal ones,” he
continued, "and these, too, must
be clear. A manufacturer is liable
for bad advice given by his
agents, particularly verbal advice
which alters a written warning.”

Speaking on the importance of
quality control, Mr. Coccia com-
mented that there has been a
growing tendency in the courts to
lower the requirements for a
plaintiff bringing a case before a
jury, and that "quality control
can swing the evidence in the
defendant's favor in almost every
case." To this he added, "From a

defense point of view, you can't

have too much quality control. In
fact, you need an unreasonable
amount of it.”

He pointed out that the product
should be inspected at as many
points as possible during manufac-
ture, that samples should be taken
frequently and as often as possi-
ble and that the manufacturer
should "not stop at what is eco-
nomically feasible.”

Mr. Coccia added, "You design
for the rmoron today, the ade-
quacy of your control program
cannot be measured by the statis-
tician or cost accountant. You
must prove the defect was not in
your product when it left your
control.”

Once a case comes to court, all
records are important, according
to Mr. Coccia, who advised manu-
facturers to make -sure all key

departments kept thorou gh and

_«Jda_

Michel Coccia

adequate records. "In cases where
good corporarte records have been
exhibited,"” he' said, "the courts
have not been reluctant to decide

for the defendant.”

INn a similar vein, Mr. Coccia
warned that "critical letters par-
ticularly those not followed-up,
will find their way into court as
adverse proof. Don't dismiss them
as cranks-you must act in a re-
sponsible way to all adverse data.”

Mr. Coccia told manufacturers
to maintain record of the product
of their competitors. He men-
tioned that "safe as the state of
the art” is still a viable defense,
and that such data is especially
helpful in cases brought to court
25 or nnore years after the prod-
uct is marketed. Likewise, he
cautioned manufacturers to main-
tain documents detailing why
design options were chosen.

Mr. Coccia also warned of the
product liability dangers of serv-
ice contracts, noting that- a serv--
ice man’'s mistake often renders

a product defective. -
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Redmond: Withdrawal cover isn't off the ground

By TERESA NORTON

CHICAGO-After plowing five
years of time and money into the
development of product with-
drawal coverage, Fireman's Fund
American Insurance Cos. is not
yet sure the line has come into its
own. The company has only 100
policies on the books today, ac-
cording to Garrett Redmond, vp,
who describes their situation as

"not a resounding success."

Mr. Redmond spoke to risk
managers here at a product lia-
bility workshop sponsored by
Business Insurance. He told them
that product withdrawal coverage
was born when exclusion H was
added to the 1966 product liabili-
ty form, excluding coverage for
withdrawal costs. Condition 4-A,
he said, "added another twist”
that led to product withdrawal

cover's development when it add-
ed that once a dangerous product
liability condition was known
remedial steps had to be taken.
Fireman's Fund began research-
ing the new line by studying the

Nnumber of product withdrawals

product liability
workshop

made in the country, the reasons
behind them and the costs in-
volved. It was found that very few
companies had withdrawal or dis-
aster plans, said Mr. Redmond,
and the carrier decided that it
would be important to them in
furnishing coverage whether or
not a company had a workable
plan.

VVhat
is it

worth??

THE COMPANY then defined
the specific purpose of the insur-
ance as meeting communication
costs ( staff, postage, supplies, tel-
ephone and telegrams) and meet-
ing product disposal costs. The
next step, the vp said, was to
determine the types of products
that could be covered. Basic man-
ufacturing risks such as design
errors were excluded, he ex-
plained, with only errors and
omissions in labeling and packag-
ing covered. Mr. Redmond added
that the Food and Drug Adminis-
tration was concerned, at the
time, that withdrawal coverage
for packaging and labeling errors
might breed faults.

Fireman's Fund opted for prod-
uct withdrawal coverage rather
than product recall cover, he told
the workshop, because, in most
instances, the product withdrawn

If it is a complete loss!

You have probably given a lot of thought to valuing your equipment so that

there would be sufficient funds to carry on your business in the event of

a catastrophic loss. But no matter how carefully you figure, can you be
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instance, a machine purchased twenty years ago for $10,000 may have

been depreciated to nothing today, but a used replacement in poor

condition costs $18,000 and a new one $36,000. To help you solve these

perplexing valuation problems Chubb can provide functional replacement

cost-if replaced at the time of loss.
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Garrett Redmonc told his audience that response to product withdrawal

coverage has been ess than overwhelming.

cannot be reworKed to correct the company also excluded coverage

defect and it is "pointless to re- for the cost of the withdrawvwn

call it to its plaee of origin." The item because it did not want to be
in the position of buying a manu-
facturer's bad products.
Recompense for the loss of cus-
tomer faith was another coverage
excluded, said :he vp, "because
the insurance industry shouldn't
take all the risks out of business.”
No company van be sure it will
never need a withdrawal plan
and Mr. Redmond said that once
a plan is established a Certified
Public Accountant should be
brought in to ccst it out. "Allow a
margin for cost error and make
your decision on purchasing cov-
erage on this 'Imded' figure,” he
said, rather than on the bare sta-
tistics.

Underwriting considerations led
Fireman's Fund to aim toward
covering bodily injury rather
than property damage hazards, he
continued, but policies have been
modified in a few cases. Food
processors and distributors com-
prise the majority of the insurer's
withdrawal polieyholders, he said,
altnough they have written poli-
cies on a container coating manu-
facturer and a toothpaste tube
manufacturer. He indicated, how-
ever, that most problems arise
frcm the actual food process.

THREE POINTS of importance
to the insurer when providing the
coverage, he said, are:

- Testing and checking of the
product during processing and
before it leaves the manufacturer.

- Whether the product is sent
to a distributor Dr is sold directly
to the public. :It is easier to
withdraw from a distributor than
it i to trace products to individu-
al purchasers, Mr. Redmond

pointed out.)

e Whether the item is sold as
is or as a component. (Under ex-
clu:ion H, he said, the only with-
drawal cost that would be paid for
an insured com ponent maker is
that of notification of the ultimate
manufacturer, who might be able
to bring a product liability action
against the component maker.)

Now that all has been said and

,dQr_e, however, the best Mr. Red-
mond could say of buyers' inter-
est in withdrawal coverage was
that "it has been depressingly
slight.” But, he added with a re-
signed shrug, at least Fireman's
has shown a profit on the line,
since none of their 100 policy-
holders has made a claim.

The typical buyer response to
product withdrawal coverage, he
said, runs along these lines:

- "There's no way it can hap-
pen to us." (He believes that peo-
ple rely on computerized proc-
esses to end all their errors and

aren't aware that they can lead to

CE=SUuUBB

GHUBB & SON INC., Manager Federal Insurance Company - Vig tant insurance Company - Great Northern Insurance Conper,
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Insurance through Associated Aviation Underwriters.

new ones.)

- "We don't :hink it would
cost much and we think we could
absorb it." (Find out the facts,
first he warned. The cost of post-
age alone could be shocking.)

Continued on page 34



london line

Britain imposes new mandatory
$5 mi//ion workmen's comp cover

LONDON-Britain has ruled
that every employer must carry
legally enforceable risk cover up
to $5 miillion for its employes.
This will protect employes
against firms that cannot pay for
negligence which may lead to ac-
cidents or illness at their jobs.
The new law was brought in
this year because of a factory
disaster in Glasgow, Scotland, four
years ago when 19 plant hands
lost their lives in a major fire.
But their dependent families
were unable to get any compen-
sation payments from the factory

owners because of lack of funds.

THE CEITANG limit of $5 mil-
lion for injuries sustained "in any
one occurrence” in the future was
fixed by negotiation between in-
surance companies and govern-
ment safety representatives.

It is not actively expected that
it will ever have to be paid, short
of a fearsome explosion or other
catastrophe in which there are
many victims.

But workers' representatives in
Parliament pressed for the re-
moval of any loophole which
might cause them to suffer
for employer's lack of funds.

Negotiations revealed that most
employers, including all major
corporations, already carry. full
liability insurance for their em-
ployes.

IN EVERY case, except for rare
instances, the cover has been for
unlimited liability. Underwriters
regard this as a normal part of
such policies, as Britain has an
excellent record of accident pre-

vention and there have been no

Corroon

moves to buy
Wis. broker

NEVVW YORK-Corroon & Black
Corp., the international insurance
broker headquartered here, has
reached an agreement in princi-
ple to acquire Carney-Rutter Inc.,
a Milwaukee broker. Carney-Rut-
ter's largest commercial account
is understood to be Allis-Chalm-
ers Manufacturing Co., Milwau-
kee.

Carney-Rutter's annual reve-
nues are about $1.15 million and
it is said to be one of the largest
independent broker-agents in
Wisconsin. The firm, established
in 1946, has a branch office in
Whitewater, Wis. It employs about
40 persons.

According to a Corroon & Black
press release, "Present officers and
staff of the company will continue
to conduct its business. ..." How-
ever, Business Insurance has
learned frorn other sources that
Carney-Rutter has hired a top fi-
nancial man from Allis-Chalmers
who in recent weeks has been so-
liciting new brokerage business
from financial contacts he has in
Wisconsin industrial and business
firms in anticipation of the merg-
er.

Richard Corroon, chairman of
the New York broker, told Busi-
ness Insurance. "l can't confirm
that at all.” Asked, then, if it was
not true, he replied: "I didn't say

it was mot truses .77 -

major claims.

But when government officials
decided to demand cover for the
remaining 5% of the work force,
usually in small plants, that are
uninsured at their jobs, the rein-
surance market was interested.

They felt it reasonable to set
some form of upper limit, and
$2.5 million was suggested in the
first place. Government repre-
sentatives sought a higher limit,
and finally $5 million was fixed.

Under the new laws, all em-

ployers must insure against acci-
dent or disease sustained by their
employes at work. Every kind of
corporation, small or large, must
take out a govermnent-approved
policy with an authorized insur-
ance company. So must profes-
sional firms such as groups of
lawyers, accountants or architects
who employ internal staff, or de-
partment stores or shops where
staff is employed.

Country clubs, golf clubs and
social clubs are also involved,
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and the only exemptions are ei-
ther one-man firms, public utility
industries or county authorities
which are financed by govern-
ment funds, such as police, and
are unlikely to run out of cash.
For most employers there will
be no change in their present pol-
icies, because they have been
wise enough already to cover all
negligence risks. But newcomers
will have to negotiate suitable

cover to comply with the new
laws.

INSURANCE sources report
that French insurance companies
paid out more than $4 million in
major claims in 1971. Biggest ma-
rine claim was for the loss of the
nickel carrier Maori, which was
carrying a $7.5 million hull and
cargo cover when it sank in No-
vember. Much of the risk was car-
ried in the London market, which
also bore substantial reinsurance
lines from French cargo under-

writers. British insurers also car-

quitable helps

ried reinsurance cover on the tre-
mendous $37 million damage loss
claimed by a communications
equipment corporate whose facto-
ry was destroyed by fire in
northern France.

—_—

FIDELITY Corp., of Richmond,
Va., plans to extend its $500 mil-
lion group interests to Britain so
as to offer equity-linked life in-
surance through a subsidiary cor-
poration. It has wide insurance
interests in the U.S., including a
multi-line general and reinsur-
ance brokerage firm.

BURNS International Security
Services Inc. has moved into
Britain through acquiring an in-
-erest in Uni-Met Security Serv-
ices Ltd., one of the four major
independent security-guard serv-
ices in the country. It plans to
expand into Europe from this
London base, and will be avail-
able for insurance and fraud in-

vestigatiomns . .
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There couldn’'t be three more
divergent enterprises than The
Wourlitzer Company (who make
line musical instruments), Merrill
Lynch, Pierce, Fenner & Smith
Inc (a pillar of the financial com-
munity),andtheAmericanSociety
for the Prevention of Cruelty to
Animals (which dedicates itself
vigorously to the welfare of bird
and beast).

Yet, all three share one insur-
ance advantage in common. For
over 50 years Equitable has pro-
tected the employees of these
and more than 135 other distin-

guished companies and institu-

ft 11,111 'raill, 1AV Ingt

tions with group insurance. And
each year the list keeps growing.
Why do so many group clients
stay with Equitable? Why do so
many new ones come to us every
year? Look at the facts:
I Equitable offers a broad range
of coverages, flexible enough to
meet each company's particular
situation and keep pace with the
changing times.
I Equitable offers a complete
package of services: actuarial,
administration, plan design, as
well as investment services for
pension and profit-sharing plans.
| Equitable offersawide choice

of claim settlement procedures to
meet the special needs of clients.

Equitable, the originator of
group insurance, wrote its first

group policy in 1911. Today, we
have more than 22,000 in force.

Our aim is to make sure they're
still in force-50 years from now.

" neople buid a Geddd:

THE EQUITABLE

© The Equitable Life Assurance Society
of the United States, New York, N.Y. 1971.



34/business insurance, January 31, 1972

Risk men...

Continued from page 30 own practices and procedures, at vitally concerned "
each individual plant if at all
lation for defense attorneys m possible

product hability suits "

corporate product safety docu-
The product complaint pro- mentation Mr Hoffman related

cedure, m Mr Stehr 's opinion, how one small member company ing servicing

DONALD L. STEHR, director should be a formal, structured of Naticnal Industries, a stove

of insurance and employe benefits program for both handling and manufacturer, was spot-checked builders and distributors

for the Jos Schlitz Brewing Co, analyzing complaints Responsi- by its liability insurer for an ac-

stated that "the most effective bility should be clearly delegated counting of its product liability qualified associations

way to reduce complaints is for the distribution of complaint
through quality contiol and an facts to production, advertising,
adequate product complaint pro- design, sales, ridk and legal de-
cedtu e,"” noting that a risk man- partments, he said

product liability
workshop

ager's Job should involve passing Mr Stehr emphasized the re-
product complaints to the compa- sponsibility of immediately con-
ny's quality control staff, assum- tactmg the complaining party

ing responsibility for lisks and "Nothing is more aggravating
assisting in product liability de- than to be Ignored, and this IS procedures
fense cases

where complaints become claims The stove company, according

"The key to elimination of "The risk manager,” Mr Stehr to Mr Hoffman, | eplied by com-
claims," said Mr Stehr, "is prod- added, "must give the defense piling a product liability manual
uct quality Make sure the quality counsel all needed Information on -a solid record of ItS procedures,
control staff is competent-qual- quality control to counteract as- and advance research in case of
ity Contl O1 is the first line of of- sumptions of negligence or strict claims
fense against claims liability " Highlights of the manual, as
outlined by Mr Hoffman, in-
NORMAN HOFFMAN, corpo- clude
i ate insurance director of Nation- - A ow chart of where raw
al Industries Inc, said that his materials come into the manufac-
company (a diversified conglom- turer ani their use

get more

sidiaries informed on the product lems, including an explanation of

Citing one example of complete sis

man ¥ou
Da¥ lor.

w, Tndrawal
Cont:nued from page 32

= "The deductible or contribu-

tion is too large (The usual
Fireman's Fund deductible, he

said, is $5,000 but they have gone

Counsel that may help you earn as low as $1,000 on some policies

lower insurance rates is only one of

the many extraservices you get from
us The Man From Latham-Stevens

is a professional who can help you

The usual contribution, he con-
tinued, is 20% but larger deducti-
bles have been arranged for those
who wanted lower contributions )

- "It's too expensive " (Mr

formulate a comprehensive, corpo. Redmond said he is amazed at the

rate insurance program and get the
broadest coverage for premium dol-
lar Call The Man From Latham-

number of companies that give
that response when they have
never gotten a quote on the cov-
er age or haven't even determined

Stevens, today See just how much the amount they might need He

more you get

Latham-Stevens
comnan¥

HARRISBURG, PA 17110
PHONE. (717) 232-6661

Buyers of Insurance for Commerce,

Industry and The Family

General
Aviation

Facilities

CS.K, For older low valued aircraft, lX to th

added that the premium cost is
only a "small fraction of that for
product liability premiums ")

= "It doesn’'t cover the cost of
taking the product back to our
plant ” (The cost of bringing a
product back to a plant and re-
making it is a manufacturing cost,
he emphasized, withdrawal cov-
erage only intends to make sure
the product is removed from the
hands of the public )

Special f

Risks>-

crop dusters, float plan
all handled in a streamlined

For all light pnvate, pleasure manner using strong,

and business aircraft.

BIG
CAPACITY
Facilities

For industrial aid fleets

and airlines.

reliable domestic markets.

AVIATION
OFFICE OF
AIVIEFRICA

7025 EASTEX FREEWAY
BEAUMONT TEXAS 77706

TELFPHONE [713) 892-7025

government and fo.dls: sks. fiangia

Polaroid

shop hikes
pension plan

CAMERIDGE, Mass -In a se- Term

ries of moves aimed at advanc-

ing ItS black employes, Polaroid etc

Corp 's South African distributor,
Frank and Hirsch (Pty ) Ltd, has
expanded ItS pension plan to in-
clude equal benefits for all white
and non-white workers
Questioned about the details of
the new program, Thomas H
Wyman, Polaroid's vp of interna-
tional operations, told Business
Insur(mcg that Polaroid was not
concerned with the specifics of
the plan but was only interested
in "insuring that the plan operat-
ing for whites applied o0 all em-

ployes " Asked if black employes
had beer. previously covered by a
pension program, Mr Wyman re-
plied, "rhere may have been

some benefts before, but certain-

ly there were some very great | present endeavor, having verifiable

differences "

Polaro_d has been involved 1 record of continuing education with

with the question of apartheid in
South Airica since October, 1970,
when a group of black workers in
its Cambridge plant demanded
that Polaroid discontinue all busi-
ness with South Africa and sup-
port South African liberation
movements in this country After
sending a bi-racial fact-finding
committee to South Africa, Pola-
roid decided to quit selling direct-

dealerships Polaroid also agreed
to devote a percentage of its prof-
its from South African sales to
black educational and cultural
programs there ( Business Insur-
ance, Aug- 30)

Mayors study coverage

The Connecticut conference of
mayors has formed a committee,
chaired by Hartford Mayor
George Athanson, to determine
why it has been difficult to obtain
insurance on city buildings A
spokesman told Buslness Insur-
ance that negotiations would be-
gm unth private msurance com-
panies wnich have made it "diffi-

CABLE FOLMAIAINS  01:'El cult or irnpossible" to obtain ade-

]

For Excellence in Underwriting

Ask your Agent to find out more or write to us We'll tell

you where the nearest authorized AOA Agent can be reached

quate c)velage on municipal
buildings at ~reasonable rates,”
and that if negotiations are not
successful, the committee would
then go to the state insurance
department, and, finally, to the

state legislature

He further suggested that the liability question "Throughout why specific alternatives were manager could receive from his
quality control staff continually the company, he said, employes implemented and acomparison insuiers on product liability
review products, as well as its are aware that top management is with the product's competition

problems While Mr Hansen as-
- Detailed component analy- serted, "You can get all the help
you want,"” Mr Stehr pointed out
- Design diagrams that the rnost aid you could ex-
* Letters to customers regard- pect would be in the way of criti-
cism, with the insurer indicating
« Field bulletins for jobbers, vulnerability in certain areas
Mr Gibbons commented that
- Safety certifications from insurers, when testing products,
have the advantage of reviewing
-« Inspection records a group of similar products at the
= Claims history same time And, be said, insur-
= All labels affixed to the prod- ance companies act as an impetus
uct in pointing to the need for better
product liability control
IN A RAPID-FIRE discussion Countered Mr Hoffman, "They
session, the panelists were divided do have the impetus-they can

on the amount of help a risk charge us all more money "

classified advertising

RATES AND CLOSING TIME $2 00 per line, minimum charge $8 00 Cash
with order Figure all cap lines (maximum-two) 30 letters and spaces
per kne, upper & lower case 40 per hne Add two hnes for box number
Rephes are forwarded daily Closing deadline Copy tn written form in
Chicago omce not later than noon, Monday 7 days preceding pubhcation
date Publwhed every other Mondav Display classified takes card rate of
$18 00 per column inch, and <ard discounts on stze and frequency

Mail ads to Business Insurance, classified advertising dept, 740 N

erate) attempts to keep all sub- . A discussion of cost prob- Rush St, Chicago, lllinots 60611.

HELP WANTED POSITION WANTED

INSURANCE SPECIALIST

Work with institutional members of State-
wide health orgamzation 3 to 5 years INSURANCE EXECUTIVE
experience with insurance company, bro- |hhovative Risk Manager with Western
k_era%e firm or teachlng1 insurance Expe- U S fi rm seeks relocation to Midwest in
riencé should include Khowledge of such same capacity or position with Ins Co or
fields as Comprehensive General and Pro- brokerage utilizing related skills and abil-
t_eSS'oJal 'al iy, toE: men’s oneana— tty 38 yrs_oli:l Cgllegdesd(TF;{eedBroad ?tx—
10 nemployment Compensati Qng perience In Insd an ell-tnsda. property.
rbllsg%mpﬁyyr&-rgup Ti?e anCP&%CI_ch)asualty and group programs, Iosspcoatro}/s
denta eat_ and ismemberment, - and claims Salary requirement $20-24M
ferred Annuity Plans, Health Insurance, Box 219, BUSINESS INSURANGE
740 Rush St Chicago, Ill 60611
Send resume and salary expected to
P O Box 608, Camp Hill, Pa 17011 Equal
Opportunity Employer

CHIEF UNDERWRITER

ASSISTANT
Special Risks/
Excess Liabilities / CORPORATE
Surplus Lines
New department National insurer INSURANCE
Los Angeles Home Office offers unique
opportunity to candidate with seven to MANAGER

ten years heavy commercial casualty/
property/special experience to com
bine with creativity and profit respon-
sibility m Innovative atmosphere un

derwriting special and surplus com-
mercial risks Umbrellas/excess/war

We are a leading electronics man-
ufacturing company located m the
Midwest We seek a qualtfied in-
dusti-ial and casualty insurance ad-
ministrator with a minimum of 5
years experience A college degree
in business and knowledge of cor-
porate insurance pollcies is re-
quired You will be required to
relocate to Fort Wayne, Indiana
employment and personal history, a We ofrer an excellent salary to
$13,000 plus excellent company
benefits Forward your resume in
complete confidence to

ranty/direct/facultative reinsurance
Our candidate should be now employed
holding first or second authority In

reputation/ability as top management
prospect We will pay top salary and

benefits for quality performance Send
confidential resume to

Box 217, BUSINESS INSURANCE
740 Rush St , Chicago, Il 60611
Box 213, BUSINESS INSURANCE

740 Rush St , Chicago, Ill 60611 An Equal Opportunity Employer

INSURANCE SUPERVISOR

EMERSON ELECTRIC CO , a multi-divisional international manufacturer
of electro-mechanical products and components. has a challengmg oppor-
tunity on its Corporate staff for an experienced insurance professional
Responsibilities include administration of major insured and self-msured

| administration-of- employee-bensftt-plans.-design.of-insur-

ment operational proc rés, insurance accounting/budg activities and

risk analysis
Position reports directly to the Corporate Insurance Manager and offers
excellent growth opportunities into other areas of financial stair functions
Successful candidate should have 3-6 years experience in insurance/risk

management Position requires B S degree with specialized insurance edu-
cation desirable

Please send detailed, results-oriented resume including salary require-
ments to

Ron Dukes, Corporate Employment Office, Sta. 2448
Emerson Electric Co

8100 West Florissant Avenue - St. Louis, Missouri 63136
"An Equal Opportunity Employer"

INSURANCE EXECUTIVE

Major Mid-West Manufacturer (NYSE) offers
unusual opportunity for proven executive with
good background to ultimately head insurance
subsidiary. Product liability experience essen-
tial, experience with off-shore captives desir-
able Furnish work history, salary needs Prin-

cipals only

Box 215, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611






Howto Improve

your box score on
business INnsurance

getone box.

No one knows better than
-.you:year-end profits depend
on year-long efforts to cut costs.
Take business insurance. If your
setup involves a lot of single-
coverage policies, you might be
boxtng yourself in. Single-coverage
insurance might overlap in some

areas, or mayleaveyou unprotected
in others. Or both.

Available in most states. Allstate Insurance Company.

You only need one policy:
Allstate's Business Package Policy.
It fits almost every type of business
and offers almost every type of
coverage.

All your Property and Liability
insurance is in the package. Plus, if
you want it, Automobile, Business
Income, Vandalism insurance...
the works.

As much or as little as you want.

It's simple: one premium, one
agent, one company. And just one
more reason you should touch base
with Allstate.

If you're like most, you'll save

money.
That's the score. Next time you

need a quote,

call Allstate. Allstate®

BUSINESS INSURANCE



